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Introduction

Sustainability reporting in Europe is undergoing a structural transformation that is
reshaping the role of ESG information within the economic and financial system. The
growing integration of sustainability, capital markets and regulation has progressively
shifted the focus from voluntary disclosure to an organic, standardised regulatory

framework increasingly embedded within corporate reporting.

With the adoption of the Corporate Sustainability Reporting Directive (CSRD),
sustainability formally enters the scope of corporate reporting regulation. The European
Sustainability Reporting Standards (ESRS) introduce a common language grounded in
double materiality and in the reporting of impacts, risks and opportunities. Sustainability
is no longer merely a matter of narrative disclosure; it becomes subject to measurement,

comparability and assurance.

The first year of CSRD application represents a particularly significant stage in this
evolution. The companies included in the first wave did not simply comply with new
disclosure requirements. They were required to develop methodologies and governance
systems capable of responding to a complex regulatory framework that is still undergoing
interpretative consolidation. The formalisation of double materiality assessment (DMA),
the identification of impacts, risks and opportunities (IROs), the structuring of the
sustainability statement according to a predefined scheme and its integration with

financial reporting have required a substantial organizational transformation.

It is precisely this initial phase that constitutes the primary motivation of this research.
The first companies subject to the CSRD operate within a transitional context: they lack
established practices, are confronted with recently introduced standards and must
translate highly technical requirements into operational processes. This makes them an
ideal laboratory for observing how a new regulatory framework is effectively
implemented, which methodological choices emerge and which operational challenges

arise during the first year of application.
This thesis therefore focuses on a central research question:
How did companies report in the first year of CSRD application?

More specifically: How did they interpret and apply double materiality? What approach
did they adopt in identifying and assessing IROs? Did they approach this new phase as a



compliance exercise or as an opportunity for the strategic integration of sustainability?
What differences emerge in terms of the breadth of disclosures, the use of transitional

measures and integration with other frameworks?

The objective of the research is twofold. On the one hand, it aims to provide a
comprehensive picture of the state of the art of the first application of the ESRS. On the
other, it seeks to offer a critical interpretation of the choices made by companies,
highlighting recurring patterns, areas of complexity and potential avenues for
improvement. The analysis thus intends to contribute both to the academic debate on the
standardisation of sustainability reporting and to the professional discussion on the

operational implementation of the CSRD.

The research was developed within the framework of a collaboration between BDO Italia
and the Sustainability Lab of the Venice School of Management at Ca’ Foscari University
of Venice, which enabled the analysis of the first sustainability statements prepared under
the new standards. The choices made by companies in the first wave provide the earliest

concrete evidence of how the ESRS are translated into practice.

The thesis is structured into three chapters, following a path that connects regulatory

evolution with empirical analysis.

The first chapter reconstructs the development of sustainability reporting in the European
Union, from its voluntary origins linked to Corporate Social Responsibility to its full
integration into the European regulatory framework. It examines the transition from the
Non-Financial Reporting Directive to the CSRD, highlighting key innovations such as
the expansion of the scope of application, the centrality of double materiality and the
introduction of assurance. The chapter concludes with an examination of the Omnibus
package, shedding light on the attempt to make the implementation of the CSRD more

sustainable for companies while preserving its coherence and ambition.

The second chapter explores the architecture of the ESRS, analysing their structure,
underlying logic and principal Disclosure Requirements. It examines the concepts of
governance, strategy, management of IROs, metrics and targets. The final section
analyses the Simplified ESRS published by EFRAG in December 2025, reconstructing
the main lines of intervention and the proposed amendments compared to the standards

adopted in 2023.



The third chapter, which represents the core of the research, presents a quantitative and

qualitative analysis of the first sustainability statements prepared in accordance with the

ESRS. The study focuses on several key dimensions:

the length and structural configuration of the reports.

the approach adopted in presenting the Double Materiality Assessment,
the number and distribution of material IROs,

the use of phase-in measures,

the recourse to incorporation by reference,

and additional relevant aspects.

The first application of the CSRD thus appears as a learning phase, during which

companies seek to balance regulatory compliance with the initial strategic integration of

sustainability.

Understanding how this first year has been addressed makes it possible not only to

assess the effective implementation of the ESRS, but also to identify the main

operational challenges and the potential future trajectories of sustainability reporting in

Europe.






Chapter I - EU sustainability reporting: from voluntary
frameworks to mandatory regulation

1.1 Evolution of sustainability reporting in the European Union
1.1.1 Corporate Social Responsibility and the origins of sustainability
reporting
Corporate Social Responsibility (CSR) is the conceptual starting point from which today's
sustainability reporting discipline has gradually developed in Europe. In one of its first
documents on the subject, the European Commission defines CSR as “a concept whereby
companies decide voluntarily to contribute to a better society and a cleaner environment”
integrating social and environmental issues into commercial activities (European

Commission, 2001).

This definition highlights a fundamental point: sustainability is not described as a
marginal or philanthropic element, but as a dimension that reflects the way in which a
company operates and relates to the outside world. This new vision implies investment in
human capital, environmental protection and the quality of relationships with
stakeholders, moving beyond the exclusively shareholder-oriented view of the role of

business (Christensen et al., 2021).

This idea contrasts with the traditional approach, namely the “shareholder theory”,
according to which corporate social responsibility consists primarily of maximizing
profits within the rules of the market (Friedman, 1962; Russo and Perrini, 2010). The
contrast between these two paradigms is significant. This explains why, for a long time,
CSR remained anchored to voluntary practices. If the corporate objective is defined
exclusively in economic and financial terms, social and environmental information tends

to be perceived as secondary and therefore difficult to measure.

The turning point that enabled the evolution from CSR to sustainability reporting was the
emergence of the so-called “stakeholder theory.” Freeman defines stakeholders as all
those individuals, groups or organizations without whose support the company could not
survive, i.e., anyone who has an interest in the company and can influence its activities,
while being influenced by them (positively or negatively) (Freeman, 1984). From this
perspective, the company not only responds to the needs of shareholders, but must balance
the interests and expectations of multiple parties, often with different interests. It is in this

context that sustainability reporting acquires a specific function: it becomes the tool with



which the company reports on its actions to a wider audience, providing information on
its strategies, performance and the impacts generated (Laine et al., 2022). This perspective
has also been progressively formalized in non-European contexts, as demonstrated by the
position taken by the Business Roundtable, which in 2019 explicitly recognized the
commitment of companies to customers, employees, suppliers and communities in a
document entitled “Statement on the purpose of a corporation” thus marking an evolution
in the idea of the purpose of a company (Business Roundtable, 2019). In the European
Union, the commitment of companies to society has taken on a well-defined form:
attention to stakeholders has not remained merely a managerial or reputational principle
but has become an integral part of institutional discussions on the reliability of non-

financial information.

The first attempts to measure and communicate CSR emerged between the 1970s and
1990s, mainly on a voluntary basis and often in a fragmented manner. The first disclosures
were frequently included in annual reports and focused mainly on the company's own
workforce, such as staff initiatives or welfare-related projects (Buhr et al., 2014; Guthrie
and Parker, 1989). For this reason, literature has highlighted how, in the absence of
adequate corporate disclosure, which also included external auditing practices, these early
reports could not perform an effective communication function externally, making visible
the impacts and responsibilities of companies through their actions (Medawar, 1976; Dey
and Gibbon, 2014). This step is fundamental to understanding the origin of sustainability
accounting. The issue is not only about “telling” the story of the positive initiatives
undertaken by companies, but also about building an information system capable of
making aspects that were traditionally outside the boundaries of financial accounting
measurable and comparable. During those same years, public and institutional attention
increasingly focused on environmental issues following a number of critical events that

heightened awareness of the risks and impacts generated by industrial activities.

It is in this context that Elkington's Triple Bottom Line corporate sustainability model
was developed, which calls for performance to be assessed not only in terms of profit, but
also in relation to people and the planet (Elkington, 1998). Although not a reporting
standard in the strict sense, the logic of the Triple Bottom Line has helped to spread the
idea that a complete representation of corporate performance does not require only

economic and financial metrics and information (Laine et al., 2022).



Figure 1: Triple Bottom Line

' Sustam'

The European Union has played a decisive role in transforming CSR from a voluntary

Source: Laine et al., 2022

practice into a political priority. As early as 2000, during the Lisbon European Council,
companies were encouraged to consider social responsibility in the form of continuous
staff training and social inclusion. However, the real catalyst was the Green Paper
published in 2001, which not only defined CSR, but also recognized social reporting as
elements of a broader and more structured vision of corporate responsibility. The goal
was very ambitious: to transform the European Union into a competitive and dynamic
economy capable of combining economic growth, long-term sustainability and social

cohesion (European Commission, 2001).

However, the voluntary approach has revealed its limitations. The absence of clear rules
and the considerable discretion left to companies have resulted in reports that are difficult
to compare and whose credibility is often uncertain, with substantial differences both in
the selection of information and in the quality of the data disclosed (Laine et al., 2022).

In some cases, this flexibility has encouraged “impression management”!

and symbolic
disclosure strategies, whereby companies emphasize positive results with the aim of

gaining approval and consensus (Diouf and Boiral, 2017).

! Impression management is a conscious or subconscious process in which people attempt to
influence the perceptions of other people about a person, object or event by regulating and
controlling information in social interaction.



The literature has subsequently framed these phenomena in terms of greenwashing, i.e.,
communications aimed at building a sustainable image that is not always consistent with
actual performance (Boiral, 2013). Voluntary CSR has helped to spread the idea of a new
form of non-financial reporting but has failed to guarantee the quality and comparability
necessary for stakeholders to make reliable use of the information contained in the

reports.

At the same time, voluntary frameworks continue to be developed, providing operational
guidance, affecting corporate practices and anticipating, indirectly, subsequent regulatory
developments. There are differences in terms of information logic between these
voluntary frameworks. Some approaches are more oriented towards impact materiality,
close to the so-called inside-out perspective and a very broad audience of stakeholders
(as is the case, for example, with the GRI). Others tend to focus more on value creation
and financial materiality, thus favoring the outside-in perspective and interacting mainly
with investors (as is the case, for example, with the Integrated Reporting and SASB)
(ITIRC, 2021; Carol A. Adams et al., 2021; KPMG, 2024). This multiplicity of new
standards based on these two opposing approaches has maintained a high degree of
heterogeneity in reporting, once again highlighting the need for a common regulatory
reference. It is against this backdrop that the call for regulation has grown. The critical
issues of voluntary CSR and soft-law frameworks, together with the growing demand for
sustainability information, led to the first European regulatory intervention: Directive

2014/95/EU (European Parliament and Council, 2014; Papa et al., 2022).

Non-financial reporting entered a new phase. Transparency was no longer just a
reputational choice but became an obligation for accountability purposes. Furthermore,
the Directive requires information that is useful both for understanding how sustainability
issues affect the company (outside-in perspective) and for understanding the impact of
the company on the society and environment that surrounds it (inside-out perspective),
anticipating the logic of double materiality (European Parliament and Council, 2014;
Samak, 2024). However, there is evidence to suggest that even after the introduction of
the NFRD, companies have often favored qualitative disclosures over quantitative
information, with similar consequences for comparability and overall credibility (Papa et
al., 2022). The final step towards fully mandatory regulation is finally being taken with
the Corporate Sustainability Reporting Directive, which was created with the aim of

addressing the weaknesses of the NFRD by imposing common standards and more

9



detailed information requirements (European Commission, 2020; European Parliament,

2022; Samak, 2024).

In this evolutionary process, CSR remains the starting point. It introduced the idea of
corporate responsibility towards the external environment in which companies operate,
broadened the target audience for non-financial disclosure. It brought the concepts of
accountability and transparency to the forefront and linked them together. However, the
very limitations of voluntary CSR highlighted the need to shift sustainability from a
discretionary communication dimension to a more robust information system. It is in this
sense that CSR can be seen as the origin of sustainability reporting, a process in which
sustainability gradually becomes the subject of measurement and reporting, until it is

integrated into governance and risk management (PwC, 2023).

1.1.2 The development of voluntary reporting frameworks
The first voluntary reporting frameworks emerged between the early informal practices
of corporate social responsibility and the introduction of the first reporting regulations.
This transitional phase represents a fundamental turning point in the evolution of
sustainability reporting. Given the absence of regulations on the subject, these
frameworks served as useful indicators for companies in their communication of

environmental, social and governance information. These were defined as soft law.

Among the best-known voluntary frameworks, the Global Reporting Initiative (GRI) has
taken on a central role in the international landscape. It was founded in 1997 with the aim
of providing a shared standard for reporting the impacts that organizations have on the
outside world, promoting greater transparency on the contribution of businesses to the
sustainable development of the territory around them (KPMG, 2024). Its distinctive
features are its explicit focus on a broad audience of stakeholders and its conception of
reporting as a tool for accountability to society, rather than merely as information for
financial capital providers. The standard is also characterized by its focus on the impacts
of business activities on the people and the environment. In this sense, it focuses on the
perspective of impact materiality, often referred to as an inside-out approach, where the
relevance of information is assessed based on the effects that the company produces
externally (Carol A. Adams et al., 2021). This feature is important because it marks the
beginning of the consolidation of the idea that sustainability reporting should also include
social and environmental externalities, broadening the traditional scope of financial
reporting.
10



Alongside the GRI, other voluntary standards with different purposes and target audiences
have developed over time, contributing to an even more complex sustainability reporting

landscape. These include Integrated Reporting and the SASB Standards.

Integrated Reporting, promoted by the International Integrated Reporting Council, is
defined as a “concise communication tool aimed at illustrating how an organization's
strategy, governance system, results and future prospects, considering the external context
in which it operates, contribute to the creation of value in the short, medium and long

term” (IIRC, 2021).

The SASB standards, on the other hand, were designed to ensure that financial capital
providers have access to comparable, consistent and reliable data on which to base their

investment and responsible management decisions (GRI and SASB, 2021).

Table 1: Comparison between GRI, IR and SASB standards

. Sustainability
. International .
Global Reporting Intesrated Reportin Accounting
Initiative (GRI) gCouncil (IpR) g Standards Board
(SASB)
Founded 1997 2010 2011
Establishing industry-
specific disclosure
Establishing staqdards across
. . . environmental, social,
To empower decisions | integrated reporting )
. . o and governance topics
that create social, and thinking within o
. . . . that facilitate
Aim environmental and mainstream business o
. . communication
economic benefits for | practice as the norm .
5 . between companies
everyone in the public and .
. and investors about
private sectors . .
financially material,
decision-useful
information
Main users for the Mainly investors, but | Financial markets,
Stakeholder at large .
report also others nvestors
Materiality, Integrated thinking, Flng901al materiality,
Key concepts - . decision-usefulness,
accountability value creation
value relevance

Source: Laine et al., 2022

The coexistence of different voluntary frameworks has had mixed effects. On the one
hand, the variety of standards has allowed organizations to choose the one that best suits
their strategic needs. On the other hand, it has contributed to increasing the confusion
surrounding the frameworks, making it difficult to compare reports prepared according

to different standards based on different concepts of materiality. Not being bound by
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regulatory obligations, companies have enjoyed considerable discretion in choosing what

information to disclose and how to disclose their sustainability performance.

The concept of materiality is central to sustainability reporting. In soft-law frameworks,
it is generally understood as the key principle according to which organizations should
disclose relevant information to enable an understanding of their impacts, performance
and strategies. However, the definition of materiality has long remained a poorly
standardized concept, even from a practical application perspective. In many cases,
materiality assessments have been conducted internally by companies, with a high risk
that the selection of material issues reflects managerial priorities rather than the actual

needs of stakeholders (Laine, Tregidga, and Unerman, 2022).

The literature highlights how materiality has sometimes been used as a tool for the
strategic selection of reported information, often favoring issues that are most conducive
to a positive image of the company and reducing the visibility of negative or controversial
impacts (Diouf and Boiral, 2017). This has reinforced the predominantly narrative nature
of sustainability reports, with qualitative information prevailing over quantitative, and
measurable data. In addition, the flexibility of companies to use different frameworks and
adopt them selectively has led to the production of reports that are difficult to compare,
even between similar companies and sectors (Christensen, Hail, and Leuz, 2021). The
usefulness of sustainability disclosures has been drastically reduced for stakeholders due
to the lack of comparability, especially in contexts where such information is used to
assess long-term risks and strategies. Similarly, usefulness is reduced due to the limited
credibility of reports. The absence of independent assurance requirements in voluntary
frameworks has raised doubts about the reliability of the information reported. Studies
have shown that voluntary reporting may be more exposed to the so-called risk of

greenwashing?. (Diouf and Boiral, 2017).

It is clear that voluntary disclosure has limitations in ensuring the level of transparency
that is adequate and necessary to meet the growing information needs of stakeholders,
even though it has played a fundamental role in the development of today's sustainability
reporting regulations, contributing to the spread of non-financial reporting practices.

There also remain critical issues in terms of the comparability and credibility of this soft-

2 Behaviour or activities that make people believe that a company is doing more to protect the
environment than it really is. (Cambridge Dictionary, accessed 18 February 2026,
https://dictionary.cambridge.org/dictionary/english/greenwashing)
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law system, which is still unable to guarantee consistent and reliable information that can
be used in public decision-making processes. These limitations will be the central
elements underlying the more structured reporting that will be discussed in detail in the

following paragraphs.

1.1.3 The shift towards regulation in the EU context
The issues that have arisen around voluntary reporting standards discussed in the previous
paragraph have played a central role in the European debate on sustainability. Fragmented
reports, differing interpretations of the definition of materiality and the difficulty in
ensuring the comparability and credibility of information have weakened the
effectiveness of voluntary reports as an information tool. This critical issue has become
even more evident in contexts characterized by increasingly integrated financial markets
geared towards long-term risk management. The literature highlights how the focus of
European Union has gradually shifted from merely supporting voluntary practices to a
broader reflection on the role of sustainability reporting in the functioning of markets.
Since the 2000s, sustainability disclosure has become important not only as a tool for
transparency but also as an information input for investment decisions and risk
assessment. Sustainability reporting is increasingly seen as an integral part of financial
market disclosure and essential for a comprehensive view of the company and its business

(Laine, Tregidga, and Unerman, 2022).

For this reason, in this transition phase towards more structured regulation, the role of
investors and financial markets is becoming increasingly important. Asset managers,
institutional investors and financial operators are beginning to demand and request more
and more reliable sustainability information, as this is necessary for the development of
valuation models and investment strategies. However, the voluntary nature of disclosure
still makes it difficult to meet these needs, thus limiting the market's ability to distinguish
between companies on the basis of truly comparable sustainability performance
(Christensen, Hail and Leuz, 2021). This has contributed to reinforcing the idea, in the
European context, that sustainability reporting could no longer be relegated to a voluntary
communication practice or a mere exercise in corporate social responsibility. It has
emerged as a tool to be included in a more structured framework geared towards the
functioning of markets. As highlighted by Laine et al. (2022), the growing focus of
finance on sustainability has brought to light the need for information that is not only

relevant in terms of impact, but also usable in economic and financial decision-making
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processes. The European Union has gradually taken on an active role in defining the
institutional conditions necessary to promote the effective integration of sustainability
information into capital markets. Regulation is therefore conceived as a form of indirect
intervention, aimed at overcoming the information inefficiencies associated with
voluntary frameworks and ensuring a minimum level of quality and comparability of ESG
data. This approach not only meets the objectives of transparency and stakeholder
protection, but also the need to safeguard the stability of financial markets (European

Commission, 2020).

The transition from voluntary disclosure to mandatory regulatory requirements did not
happen suddenly, but gradually. The critical issues that emerged from the self-regulatory
system implemented up to that point justified public intervention aimed at reducing the
discretion of companies. This intervention was also necessary to promote the

dissemination of more uniform information within the single market (Laine et al., 2022).

Furthermore, the integration of sustainability reporting into decision-making processes
has been progressively recognized as a key factor in directing capital flows towards
activities that are more consistent with Europe's environmental and social priorities. Non-
financial reporting no longer merely serves the purpose of ex-post transparency towards
the public but is perceived as a governance lever capable of strongly influencing the
behavior of companies (European Commission, 2020). The gradual shift towards more
stringent regulatory rules reflects the evolution of sustainability reporting in the European
context. From a voluntary and communicative practice, it is becoming a central
component of corporate reporting, relevant both for non-financial stakeholders and
capital markets. This paradigm shift is the prerequisite for the introduction of the first
regulatory requirements for non-financial disclosure, which will be analysed in the

following section.

1.2 From the Non-Financial Reporting Directive to the CSRD

1.2.1 The NFRD
The European Union's ongoing focus on sustainability, combined with the structural
limitations that have emerged from voluntary reporting, has laid the groundwork for the
first binding regulatory intervention on non-financial disclosure. As discussed above, the
fragmentation of information due to voluntary frameworks, the heterogeneity of

materiality criteria and difficulties in comparability have reduced the capacity of
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sustainability reporting as an information tool, especially in a context where markets are
increasingly oriented towards long-term risk management (Laine et al., 2022). The Non-
Financial Reporting Directive adopted in October 2014 emerges as the European
legislator's first attempt to transform non-financial reporting from a predominantly
voluntary practice into a legal obligation. Member states were required to transpose the
directive by December 2016, and the legislation applies to entities falling within its scope
from financial years beginning in 2017. It should be noted that the legislator's intention
is to make non-financial disclosure operational in a relatively short time by integrating it

into corporate reporting (European Parliament and Council, 2014).

The scope of application of the NFRD adopts a selective and gradual approach. The
reporting obligation has been imposed on Large Public-Interest Entities (PIEs) that
exceed the average threshold of 500 employees at the balance sheet date. In addition,
listed companies, banks and insurance companies are also included in this category by
default. In quantitative terms, this initial distinction of companies affected by the
legislation focused on those sectors with greater exposure and public visibility, even if
numerically still limited (European Parliament and Council, 2014). This choice is due to
the initially prudent approach taken by the European Union, which has chosen to
introduce a non-financial disclosure requirement for the first time, but limits it only to

those companies with a high impact on the markets.

The NFRD aims to standardize, through disclosure requirements, a common level of
transparency on ESG issues considered essential. The Directive requires companies to
include in their reports information “as a minimum”, for example, on environmental
matters, social matters, anti-corruption and bribery matters. It also specifies that the
statement must describe certain key areas, such as the business model, the policies
adopted in relation to the above-mentioned issues, including due diligence processes, the
results of these policies, the main risks, always related to non-financial issues and the
most relevant KPIs based on the company's activities (European Parliament and Council,
2014). This approach links sustainability to the business model, corporate policies and
risk management, going beyond the simple descriptive function of non-financial

disclosure.

One of the new features of the NFRD is its principle-based approach, which allows for a

high degree of flexibility in its application. The Directive does not impose a mandatory
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structure, nor does it define precise indicators to be reported or methodologies to be
followed in a specific manner. Instead, it requires that disclosures provide all information
that is useful for understanding the positioning, sustainability performance and impact of
a company's activities on the surrounding environment, leaving ample discretion as to
how to meet these information objectives (European Parliament and Council, 2014). This
choice reflects the legislator's dual commitment to avoiding excessive regulatory burden
at this early stage and allowing each company to adapt its sustainability disclosure to its
own organizational characteristics. However, adopting a strongly principle-based
approach does not resolve the problem of heterogeneity, such as the relevance of
information. As highlighted in the literature, the flexibility afforded by the absence of
detailed and binding criteria facilitates initial adoption, but at the expense of
comparability between disclosures and the usefulness of non-financial information for
stakeholders. The NFRD allows companies to refer to national or international standards
in order to structure their non-financial reporting. In practice, the Directive has allowed
companies to continue using soft-law frameworks, such as GRI or other voluntary
frameworks, while effectively making them a legal obligation. (Laine et al., 2022). This
choice reflects the incremental approach desired by the European legislator: the
legislation introduces the obligation to prepare reports but does not eliminate, at least for
the moment, the plurality of frameworks that can be adopted, preferring to proceed with
caution in this initial phase of adaptation. To support reporting, the European Commission
was tasked with developing non-binding guidelines to facilitate non-financial disclosure.
The final output was the “Guidelines on non-financial reporting” and the subsequent
“Supplement on reporting climate-related information” published in 2019. These
documents linked non-financial reporting to the information needs related to risks and
opportunities, and serve as a testament to the European Union's commitment to

increasingly highlight the link between sustainability and financial risks.

Overall, the NFRD represents a turning point in the development of European
sustainability regulation. It marks the transition from a phase in which reporting was
primarily a communication choice to a phase in which transparency on sustainability
issues becomes a minimum legal obligation for a limited group of companies. At the same
time, the broad flexibility that allowed for a significant degree of heterogeneity among
corporate disclosures is a key element in understanding the subsequent evolution of the

European regulatory framework.
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1.2.2 Main shortcomings of the NFRD framework
Although the NFRD represents a turning point in the development of European
sustainability reporting regulations, its limitations and weaknesses have already become
apparent since its initial implementation. As was already the case with voluntary
frameworks, there is still a lack of comparability and consistency in the information
reported. Furthermore, the limited assurance mechanism was weak and enforcement was

poor, as it was optional. Also, the implementation of materiality processes was often lax.

A first critical aspect concerns the comparability of non-financial information. As
highlighted in the previous paragraph, given the possibility for companies to refer to
multiple voluntary reporting frameworks, this has generated non-financial reports that
adopt different criteria in the selection of material topics to be reported and in the
definition of company boundaries, often making it difficult to compare reports across
sectors and across countries. It can be concluded that the NFRD has not succeeded in

sufficiently harmonizing reporting rules to meet the needs of stakeholders.

The second critical issue concerns the level of enforcement of the Directive. It leaves
Member States with considerable discretion in deciding on surveillance mechanisms and
possible penalties in the event of non-compliance by companies. In the absence of a
centralized supervisory system at European level, there is inconsistency in the application
and supervision of the legislation, with differences in controls and penalties between
different states. Related to enforcement is the issue of assurance requirements. The NFRD
does not introduce an obligation to verify the content of the information disclosed, but
the statutory auditor must verify the presence of non-financial reporting. Some member
states have introduced assurance on the content of non-financial reporting, often in the
form of limited assurance, but the absence of common requirements at European level

has still contributed to a low level of comparability of ESG data.

Finally, the NFRD does not provide clear operational guidelines on how to implement
materiality analysis or how to report its results. The absence of common methodological
criteria has prevented companies from providing the information necessary to understand
their sustainable performance or the impact of their activities on the environment around
them. Many companies have adopted very different and, in some cases, superficial
methodologies for conducting materiality analysis, favouring issues relevant to their
reputation (Laine et al., 2022). In many cases, materiality analysis has not been

accompanied by effective stakeholder engagement or linkage with the business model

17



and corporate strategy. Under the NFRD regime, materiality has often been limited to
narrative and qualitative disclosure, without integrating sustainability into decision-

making processes.

Overall, it could be said that a significant first step has been taken towards standardizing
sustainability reporting rules in Europe but there is still a clear gap to be filled in order to
fully meet the needs of all stakeholders and improve the actual quality of the information
disclosed. The high degree of flexibility in the choice of framework, limited enforcement
and weak guidance on the materiality analysis process have contributed to the subsequent

evolution of the European regulatory framework for sustainability disclosure.

1.3 Overview of the Corporate Sustainability Reporting Directive

1.3.1 Objectives of the CSRD and scope of application
The Corporate Sustainability Reporting Directive represents a turning point in the
evolution of European sustainability legislation. This directive was published in the
Official Journal in December 2022 and came into force in January 2023. It is part of a
broader system that aims to integrate sustainability into financial and economic systems,
in line with the objectives of the Green Deal and the development of sustainable finance

(PwC, 2023).

The CSRD was created following a review process aimed at redesigning the role of
sustainability reporting. The European Commission's structural intervention is not simply
a quantitative extension of the NFRD. Following a public consultation process launched
in 2020, it was concluded that the previous legislation was unable to provide sufficiently
reliable information to support financial decisions. One of the new features of the CSRD
is the rethinking of the type of information required from companies. The focus has
shifted towards the identification of so-called IROs, i.e., impacts, risks and opportunities.
These are associated with business activities and require information more closely linked
to corporate decision-making processes. In this way, the information contained in the
report becomes more structured and directly verifiable, reducing the scope for narrative

or reputational reporting (Laine et al., 2022).

The scope of companies involved in preparing sustainability reports has been expanded
compared to the NFRD. Under the previous regime, the number of companies required
to report was approximately 11,700 at the European level. With the CSRD, the number of

companies subject to this obligation has increased significantly, involving approximately
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49.000 companies, of which 4.000 are in Italy. With the CSRD the reporting obligation is
extended to all large companies, including unlisted ones, going beyond the concept of
PIEs (public-interest entities) introduced by the NFRD. Large unlisted companies include
those that, at the balance sheet date, even on a consolidated basis have exceeded at least

two of the following size criteria:

e 250 average employees during the year,
e €25 million balance sheet total,

e €50 million net revenues.

This expansion of the scope entails a significant spread of sustainability reporting

practices across the European productive fabric.

The Directive also extends the reporting obligation to listed SMEs, excluding micro-
enterprises, starting from financial years beginning in 2026, with the option to “opt out”
and postpone reporting until 2028. However, this choice must be justified. These
companies will be able to follow simplified standards with the aim of ensuring an
adequate level of transparency but without imposing disproportionate costs on smaller
entities. With this choice, the legislator demonstrates its interest in including smaller
market segments in this new development, which nevertheless play an important role in

capital markets.

In addition to listed SMEs, the legislation also extends to companies outside the European
Union. With this significant extension, the legislator aims to prevent distortions of
competition by ensuring that companies with a similar economic impact are subject to
similar disclosure requirements. Non-European companies that generate consolidated
revenues of more than €150 million in the EU for two consecutive financial years and
have either a large, as defined above, or a listed entity as a subsidiary in the EU, or a
branch in the EU that generates more than €40 million in revenues, are subject to the
Directive. These companies are required to report starting from financial years beginning

in 2028, with publication in 2029.

The CSRD assigns a central role to sustainability reporting in support of capital markets.
The new information required allows for a better assessment of physical risks, transition
risks and opportunities that sustainability offers. This step allows investors to make more
informed decisions in terms of sustainability based on the actions and results achieved by

the companies concerned, thus consciously weighing up their choice of companies in
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which to invest or grant credit. Hence the link with sustainable finance. Thanks to the
new sustainability reporting that gives greater weight to risks and opportunities, the
European financial system is called upon to support the European transition to a more

sustainable economy.

The so-called “cascade effect” among the CSRD's new features is also significant.
Companies are required to consider the impacts, risks and opportunities throughout their
value chain in their sustainability reports. This indirectly involves the suppliers and
business partners of the companies subject to the reporting requirements. This
involvement is significant in business relationships. The company required to report takes
an active role in collecting, validating and monitoring sustainability information
throughout its supply chain. It is often the case that within the chain of a large group,
there are much smaller companies, such as SMEs or micro-enterprises. This raises a
challenge: this cascade effect undoubtedly helps to spread sustainable practices even
among smaller businesses, but at the same time raises doubts about the reliability of the
data collected, the organizational capabilities of a micro-enterprise and the compliance
costs that this effect can generate for these businesses, especially in non-European

contexts (PwC, 2023).

With the advent of CSRD, the role of sustainability reporting in the European context is
being reviewed. It is being transformed from a limited reporting obligation into a tool for
governance and coordination between multiple economic actors. The expansion of the
scope of companies subject to the obligation, the rethinking of the information content
and the indirect extension to value chains strengthen the function of sustainability
reporting and give rise to the drafting of reporting standards, which will be discussed in

more detail below.

1.3.2 Implementation timeline: phased application and transitional
provisions

The entry into force of the CSRD does not immediately affect all companies within its
scope in the same way. The legislator has chosen to introduce the regulation gradually,
accompanying it with an implementation schedule for different types of entities. The aim
is to manage the adaptation of companies progressively through phased application,
which is in fact a structural element of the CSRD. This feature allows companies to adapt
their internal skills, governance processes and information systems necessary for the new

sustainability reporting (Laine et al., 2022).
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As mentioned above, the legislator has established a sequence of application for
categories of companies that will have to comply with the new legislation. The so-called
“Wave 1" includes companies already subject to the NFRD that are required to prepare
sustainability reports starting from FY 2024, to be published in 2025. Subsequently,
starting in FY 2025, with publication in 2026, the reporting obligation will be extended
to all other large European companies that meet at least two of the three quantitative
requirements set out in the CSRD but were not covered by the previous scope of the
NFRD. Listed SMEs, excluding micro-enterprises, will have to prepare their
sustainability reports starting in FY 2026, with publication in 2027, while the last category
of non-European companies will have to comply with the directive by publishing their

reports in 2029, relating to FY 2028 (European Parliament and Council, 2022).

The decision to divide the application of the legislation into different time frames stems
from the criterion of proportionality, which takes into account the organizational and
information capabilities of the companies involved. The double materiality analysis, the
identification of IROs and the collection of data along the value chain involves a
significant effort of internal adaptation and not insignificant costs for some companies.
Some studies on the effect of the introduction of the new directive highlight how even
some PIEs companies that have already gained experience thanks to non-financial
reporting under the NFRD regime, are facing new challenges posed by the CSRD
(KPMG, 2024).

In parallel with phased application, the CSRD provides for a list of phase-ins to facilitate
the first application. Specifically, the reporting standards allow for the gradual application
of certain specific disclosure requirements over a period of time, requirements that often
involve operational difficulties related to the availability and reliability of data, especially
when these have to be collected from third-party companies not subject to the directive.
For example, this includes certain data points that require disclosure on the expected
financial effects of sustainability risks, or information relating to the value chain. (Laine

et al., 2022; Samak, 2024).

3 Entities mandated to report their sustainability information under CSRD starting from financial
year 2024, with first reports due in 2025. EFRAG, State of Play 2025 Report, p. 7.
https://www.efrag.org/sites/default/files/media/document/2025-
07/EFRAG_State%200f%20Play%202025%20Report_0.pdf
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A special case concerns listed SMEs. The legislator has introduced a new simplified
standard for them and defined a temporary opt-out mechanism. SMEs will be granted the
possibility to postpone the preparation of their sustainability reports until 2028, providing
justification for their decision if necessary (it should be noted that according to the CSRD,
SMEs were supposed to prepare their reports in 2026). This decision is motivated by the
risk that overly burdensome requirements for smaller companies could affect their

competitiveness (Sarto, 2023).

These brackets, therefore, do not only have a purely technical function, but aim to guide
the transition process towards the new sustainability reporting model. The dual choice of
gradual application and transitional measures allows for a learning curve for the
companies involved. They are given time to develop more robust information systems
and learn how to best integrate sustainability into their governance and risk management
mechanisms. Thanks in part to this time frame, it has been possible to understand the
main challenges of adapting to the new CSRD and to understand what other challenges

will characterize the implementation of the new sustainability rules.

1.3.3 The role of EFRAG in sustainability reporting and introduction to
the ESRS

Under the new regulatory framework, the European Financial Reporting Advisory Group
plays a central role in supporting the European Commission. EFRAG has become
responsible for developing European Sustainability Reporting Standards for the
preparation of sustainability reports. It has formally become the Commission's technical
advisor on sustainability reporting and is tasked with translating the CSRD's objectives
into technically sound standards that can be used by companies. EFRAG therefore does
not operate as an autonomous regulatory authority, but rather as a technical body
responsible for proposing reporting standards that will subsequently be adopted by the

European Commission through delegated acts.

This logic follows the approach already established in European regulations, namely the
separation between the regulatory function, which belongs to the EU institutions, and the
technical function of standard-setting, which is entrusted to an external body structured
according to a multi-stakeholder approach. The reason lies in the combination of technical
expertise together with the inclusion of a plurality of interests and needs that are
particularly relevant in an area such as sustainability (Laine et al., 2022). EFRAG also

acts as a liaison between the various stakeholders involved in the new directive, namely
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businesses, investors, civil society and public entities, helping to mediate the need for

robust information.

EFRAG developed the ESRS standards, which were subsequently officially adopted by
the European Commission on July 31, 2023, through a delegated act. This step marks an
important change from the past. For the first time at the European level, a standard has
been adopted that requires detailed mandatory reporting on the criteria to be used and the
sustainability information to be reported in the financial statements. With this innovation,
the European Commission has succeeded in reducing the fragmentation that results from
the multiplicity of voluntary frameworks and sustainability reporting now refers to a

single, well-defined regulatory framework.

The ESRS standards have a very specific structure. They follow a modular and
hierarchical logic. The set comprises a total of twelve standards divided into two cross-
cutting standards and ten topical standards. These apply regardless of the sector to which
the obligated companies belong, while the sectoral standards provided for by the CSRD

have not yet been adopted by the Commission (European Parliament and Council, 2022).

ESRS 1 (General Requirements) and ESRS 2 (General Disclosures) are the two cross-
cutting standards and represent, so to speak, the common language of European
sustainability reporting. ESRS 1 establishes the general principles, the scope of reporting,
the double materiality function and the rules for applying the standards. ESRS 2, on the
other hand, introduces a set of mandatory cross-cutting disclosures for all companies
subject to the CSRD, regardless of the material issues identified in the double materiality
analysis. These two standards serve as an introduction to the entire set and ensure a
minimum level of comparable disclosure between companies (PwC, 2023). A distinctive
feature of the ESRS is their architecture, which is built around recurring blocks of
information. The logic is oriented towards business processes and management
mechanisms. The information required focuses on governance systems and the
integration of sustainability into strategy, how companies identify, monitor and manage
IROs, and the use of metrics, targets and actions for performance monitoring. This
configuration helps move sustainability from a mediocre descriptive narrative to a more
informative disclosure, integrated with the company's decision-making mechanisms

(Samak, 2024).

23



Alongside cross-cutting standards, the first set of ESRS comprises ten topical standards
divided into the three ESG dimensions of sustainability. The first five concern
environmental standards (E1-ES5). They cover the topics of Climate change, Pollution,
Water and Marine resources, Biodiversity and the Circular economy. The next four (S1-
S4) cover the social sphere and therefore topics such as Own workforce, Workers along
the value chain, Affected communities and End consumers. Finally, the last standard,
which concerns Governance (G1), focuses on the issue of Business conduct. This
structure expresses a broad concept of sustainability which aims to report not only

financial risks but also the impacts generated (Laine et al., 2022).

Unlike cross-cutting standards, topical standards do not require information from
everyone indiscriminately, but rather their application is subject to the outcome of the
Double Materiality Assessment. Companies are required to report only on issues that have
been found to be material, while also demonstrating that the materiality analysis has been
conducted in a structured and traceable manner. For this reason, too, materiality plays a
central role and makes it possible to proportionate a potentially very broad information

framework, preventing reporting from becoming an excessively burdensome exercise.

According to the original plan, the CSRD also assigned an important role to sectoral
standards, designed to enhance comparability within individual sectors and to reflect the
specificities of different business models. However, these standards are currently on hold,
still under development and therefore not adopted in the first set. Consequently, in the
early stages of CSRD implementation, the adaptation of general disclosure requirements
relevant to the sectoral context depends mainly on the materiality process. This situation
increases the importance of organizations' ability to build consistent and robust reports

even in the absence of precise sectoral guidelines (Sarto, 2023).

Another important aspect concerns the interoperability between the ESRS and other
international frameworks. In the process of defining European standards, EFRAG
recognized the risk of information overlap and reporting overload. For this reason, one of
its stated objectives was to promote a high degree of interoperability between the ESRS
and the main international frameworks, in particular with the GRI and with ISSB
standards. The collaboration with the IFRS Foundation has led to the publication of joint
documents to facilitate the coordinated application of the ESRS and IFRS (IFRS

Foundation, 2024). However, this interoperability does not translate into full convergence
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between the various frameworks. The ESRS retain their distinctive feature of an approach
based on double materiality analysis and broad coverage of issues ranging from
environmental to social and governance. Conversely, the ISSB standards favor a greater
focus on financial materiality. As a result, although the alignment between frameworks
helps to limit duplication and inconsistencies in reporting, it does not eliminate the need
for many companies to respond to different requirements, depending on regulatory and

market expectations (Laine et al., 2022).

Taken together the role of EFRAG and the structure of the ESRS, it is possible to grasp
the transformative nature introduced by the CSRD. Thanks to the introduction of
mandatory standards for companies, structured and focused on IRO analysis, they
contribute to the increasing integration of sustainability into decision-making processes
and, more generally, into governance systems. From this perspective, sustainability
reporting is transformed from a formal compliance requirement into a functional tool for
managing the long-term performance of the organization, as well as for empowering the

company itself.

1.4 Key concepts of the CSRD-ESRS framework
After reconstructing the evolution of the European regulatory framework and analysing
EFRAG's role in the development of ESRS, it is now necessary to explore some key
concepts that form the foundation on which the sustainability reporting under CSRD is
based. These elements represent a clear break with the requirements of the NFRD and
have a significant impact on both the scope and content of the information required from
companies. In particular, the CSRD significantly strengthens disclosure requirements,
expanding the information to be reported for each of the material topics. Unlike the
NFRD, which focused primarily on the business model, policies and risk management,
the CSRD also extends its focus to sustainability strategy, objectives and targets achieved
over time, the role of administrative bodies, incentive systems and due diligence
processes related to sustainability issues. This expansion of content is accompanied by
the replacement of international frameworks with ESRS, which, once they become the
new mandatory European standards, precisely defined the structure and content of the

new sustainability reports (European Parliament and Council, 2022).

A new feature of the CSRD is the introduction of the requirement for sustainability
statements to be in machine-readable format. Companies falling within the scope of the

CSRD are required to prepare their reports according to a digital framework based on
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XBRL and to label information according to this method. This requirement is motivated
by the fact that it facilitates access to information and data analysis. This results in less
time spent searching for information and therefore lower costs for those who use the

information contained in the report (European Parliament and Council, 2022).

However, the main change in the new Directive concerns double materiality. This plays a

central role and is the most significant pillar of the new CSRD-ESRS system.

1.4.1 Double Materiality
Double materiality is a key feature of the European sustainability reporting model and
reflects a broad view of the role that a company plays in society. The principle of double
materiality was already implicitly contained in the NFRD. The first Directive required
companies to include in their non-financial statements information “to the extent
necessary to understand the company's performance, results, position and the impact of
its activities.” A dual reference was required: the first, to the development and
performance of the company was linked to the logic of financial materiality, while the
reference to the impact of the company's activities referred to the impact materiality

(NFRD, 2014).

Despite this, in the practical application of the NFRD, double materiality remained
unexpressed in many cases. The possibility granted to companies to adopt voluntary
frameworks, particularly the GRI, favored a prevalence of disclosures mainly oriented
towards materiality of impact, with limited attention to the effects of sustainability issues
on the economic and financial situation of the company. For this reason, double
materiality remained effectively “on paper” during the period in which the NFRD was in
force, without becoming a real operational requirement applied by companies (Laine et

al., 2022).

With the arrival of the CSRD, double materiality is explicitly formalized and made
mandatory, taking on a central role within the ESRS. With this obligation, companies
subject to the CSRD are required to disclose information that is relevant both for
understanding the impacts of their activities on the surrounding environment and for
assessing how sustainability factors affect the company's financial performance. From
this point on, a sustainability issue can be material from an impact perspective, a financial
perspective, or both. In each of these cases, the issue is relevant and therefore subject to

reporting (European Parliament and Council, 2022).
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Impact materiality is based on an inside-out perspective. It focuses on the impacts,
whether positive or negative, current or potential, that the company's activities have on
the environment and people throughout the entire value chain. It is generally based on
four criteria: scale, severity, irremediability just for negative impacts and likelihood for
potential impacts. Impact materiality follows the traditional approach to sustainability

reporting as used by the GRI, with a focus primarily on non-financial stakeholders.

Financial materiality, on the other hand, is based on an outside-in perspective and
concerns how risks and opportunities can affect the economic performance of the
company in the short, medium and long term. This dimension includes physical and
transition risks associated with climate change, regulatory and reputational risks, as well
as opportunities related to the development of new products, markets or business models

geared towards sustainability.

One element worth noting is the legislator's decision to report not only on issues that are
relevant from both an impact and a financial perspective, but also on those that are
material from only one of the two perspectives. In other words, sustainability reporting
must include all issues that are relevant only in terms of material impact, all issues that
are relevant only in terms of financial materiality, as well as all those that fall under both
conditions. This approach significantly broadens the scope of reported information, which

is not limited solely to “doubly material” issues.

Figure 2: Double Materiality

All sustainability matters affected by or
that have an effect on the undertaking

Caveat: for illustration only — the dimensions in the graph do not necessarily represent the expected overlap (green) between
financial and impact materiality nor the relative perimeters of impact materiality (orange) versus financial materiality (blue). For
most material impacts, a risk or opportunity related to that impact may emerge over time.

Source: EFRAG IG 1: Materiality Assessment Implementation Guidance
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At this point, the double materiality analysis becomes concrete from an operational point
of view, as the ESRS regulates a structured materiality assessment process. Companies
falling within the scope of the CSRD are required to describe the methodologies they
have adopted and the criteria they have used during the materiality assessment, as well as
to report on which stakeholders were involved in this process. With this step,
sustainability is integrated into risk management systems and corporate strategy,
becoming a central and no longer negligible element, necessary only to determine the
content of disclosure (Samak, 2024). Double materiality becomes a true governance
mechanism that obliges companies to consider the connection between economic

performance, socio-environmental impact and long-term value creation.

1.4.2 Governance, strategy, IRO and value chain
In the system outlined by the CSRD and ESRS, the concept of impacts, risks and
opportunities plays a key role in making sustainability disclosure operational. Together,
IROs represent the main tool through which sustainability issues are translated into
interpretable elements within business processes. Rather than presenting a descriptive list
of sustainability issues, this approach requires companies to analyse and develop a clear
understanding of their activities, the external context and the possible economic, social
and environmental consequences. In this way, sustainability reporting approaches the
logic of risk control systems, while maintaining a broader and more inclusive orientation

towards stakeholders (Laine et al., 2022).

The identification of IROs also responds to growing demand for information from
financial markets, which are increasingly interested in understanding companies'
exposure to long-term risks and their ability to adapt to climate change scenarios. Several
studies show that ESG risks, particularly those related to climate change, can have a
significant impact on credit institutions' assessments of companies and, consequently, on
capital allocation decisions, making it necessary to provide more forward-looking
disclosure and scenario analysis (Krueger, Sautner, and Starks, 2020). IROs also become

a tool for dynamically interpreting corporate exposures and vulnerabilities.

Furthermore, IROs more explicitly link risk analyses of the strategies, actions and targets
declared by the company from a more operational point of view. Through ESRS, the
identification of IROs takes place through structured processes consistent with the double

materiality assessment. They must be assessed based on the magnitude of the effects and
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their probability of occurrence. The Implementation Guidance on materiality assessment

published by EFRAG recommends carrying out the analysis in four steps:

e step A: Understanding the context,

e step B: Identification of the actual and potential IROs related to sustainability
matters,

e step C: Assessment and determination of material IROs related to sustainability
matters,

e step D: Reporting.

First, companies are required to conduct an analysis of their operating context. This step
involves examining activities, geographical areas and business relationships along the
value chain, in line with the corporate strategy. Understanding the stakeholders who are
potentially or actually impacted, including their interests and points of view. It also

involves the initial mapping and analysis of engagement of relevant stakeholder groups.

In the second phase of the materiality assessment, the company identifies the actual and
potential IROs related to environmental, social and governance issues, considering both
its own operations and the upstream and downstream value chain. The result will be a
long list of IROs that will subsequently be subjected to materiality assessment. To ensure
completeness, ESRS 1 includes a list of sustainability topics in Appendix A. Identification
can be based on internal processes such as due diligence analysis or stakeholder

engagement with the aim of linking each IRO to a sustainability issue.

In assessing and determining material impacts, risks and opportunities, the company
applies the criteria of double materiality. Impact materiality is assessed on the basis of
qualitative and quantitative thresholds that take into account the severity of the impacts
in terms of scale, severity, irremediability, the probability of occurrence exclusively for
potential impacts and the time horizon. Similarly, financial materiality is assessed based
on the magnitude and probability of the economic effects of risks and opportunities on
short, medium and long-term performance. The final results of these two assessments are
consolidated and define the final list of material IROs, which determines what

information must be reported in the sustainability report in accordance with the ESRS.

Finally, the company reports on the materiality assessment process and its results in a
structured manner in the sustainability statement, in accordance with the ESRS.

Specifically, it describes the criteria and procedures followed to identify and assess
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impacts, risks and opportunities in ESRS 2 IRO-1, the integration of material IROs into
the company's strategy and business model in ESRS 2 SMB-3, including the criteria and

thresholds used to assess the materiality of information.

Figure 3: Double Materiality Assessment
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ESRS have limited opportunistic reporting behavior. Before, in the absence of constraints
and requirements, companies tended to favor reporting qualitative and favorable
information, selecting the content to be reported with the aim of legitimization rather than
real transparency. With the introduction of more structured reporting frameworks the
information itself becomes more easily verifiable, reducing the gap between corporate

communication and actual practices (Mio et al., 2020).

The complexity of IRO analysis increases further when it is extended beyond the scope
of activities directly controlled by the company. ESRS explicitly require consideration of
impacts, risks and opportunities along the entire value chain. It includes both the upstream
phase, i.e. suppliers and business partners, and the downstream phase, i.e. customers and
distribution. This requirement provides a more comprehensive view of the effects of
business activities on the surrounding context, but at the same time raises major
operational challenges in terms of data availability and quality, especially in cases where

supply chains are complex and geographically fragmented (Laine et al., 2022).

In these circumstances, companies are often forced to resort to estimates or sector proxies,
with the associated margins of uncertainty and comparability issues. Some analyses

highlight how this problem particularly affects companies that have relationships with
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small and medium-sized enterprises, which often lack the information systems and skills

needed to respond to requests and collect ESG data.

This is also discussed in the “Document for sustainability dialogue between SMEs and
banks™* promoted by the Ministry of Economy and Finance at the Sustainable Finance
roundtable, offering a significant contribution to understanding the role of small and
medium-sized enterprises in the European sustainability transition. The document takes
as its reference a broader framework ranging from the Sustainable Development Goals of
the United Nations 2030 Agenda to the European Union's commitment to achieve climate
neutrality by 2050, accompanied by a significant reduction in GHG emissions by 2030.
Achieving these goals involves not only large multinational groups and financial

companies, but also SMEs which represent a large part of Italy's productive fabric.

Although not directly covered by the CSRD, SME:s are increasingly involved in collecting
ESG information due to requests from banks and large corporate clients. These requests
stem from reporting and due diligence obligations on these entities along the value chain
and are set to intensify. For this reason, even small suppliers are playing an increasingly
important role in the sustainability disclosure process, despite the absence of a directly

applicable regulatory obligation.

The availability of ESG data and information is the central element in the MEF document
and enables SMEs enterprises to approach a sustainable transition process in an informed
manner. It is clear that the collection and monitoring of sustainability data entail
significant costs for an SME, but that is not all. The document emphasizes how these
efforts can also translate into benefits, for example in terms of access to credit, greater
capacity to assess risks and opportunities related to climate transition, and enhanced
competitiveness in the market. To this end, the document provides a list of standardized
ESG information, which is not intended as a binding reporting standard, but rather as a
voluntary tool to simplify the exchange of information between SMEs and financial
intermediaries. This initiative by the MEF aims to reduce the fragmentation of
information requests, preventing SMEs from having to respond to different ESG data

collection questionnaires prepared differently by each banking institution. It supports the

4 Ministero dell’Economia e delle Finanze, Documento per il dialogo di sostenibilita tra PMI e
Banche. Rome, 2024.

https://www.dt.mef.gov.it/export/sites/sitodt/modules/documenti_it/sistema bancario/dialogo_sosten
ibilita/Documento-per-il-dialogo-di-sostenibilita-tra-PMI-e-Banche.pdf
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“trickle-down” effect’ of the CSRD, which seeks to mitigate the most burdensome effects
while raising SMEs' awareness of the importance of sustainability information. Finally,
this tool can bring some companies closer to sustainability disclosure according to more
structured standards, such as the VSMEs developed by EFRAG and lay the foundations

for the development of a training process and ESG initiatives.

Overall, it can be said that the CSRD is not limited to an increase in the volume of
information to be included in the sustainability statement. This can be seen from the
emphasis placed on IROs, on materiality assessment and the importance given to the
entire value chain. The regulation aims to transform the way companies identify, assess
and communicate their exposure to certain sustainability issues. There is still a long way
to go and many complexities to overcome but the process of transformation and learning

1s set to consolidate over time.

1.4.3 Assurance requirements
The assurance of the sustainability report represents the process through which an
independent third party provides a professional assessment of the reliability,
completeness and compliance of the ESG information disclosed by the company with
reference criteria and standards. As is also the case with financial reports, assurance
strengthens the credibility of the sustainability statement by reducing information
asymmetry between companies and stakeholders and increasing the degree of confidence
in the information communicated. Without assurance from an independent certifier, the
information risks being perceived as self-referential, not completely reliable and therefore
having a limited impact on the decision-making processes of investors and stakeholders
(Laine, Tregidga, and Unerman, 2022). Those responsible for sustainability assurance,
commonly referred to as sustainability auditors, include auditing firms and licensed
professionals. Their task is not limited to formally verifying the presence of the
information required by the ESRS but also involves checking the consistency between
the policies, objectives and results declared, as well as the adequacy of internal data

collection systems (CNDCEC and FNC, 2025).

Before the CSRD came into force, assurance in sustainability reports was mainly

voluntary and lacked uniform coordination. The main international frameworks,

3> The CSRD “trickle-down” effect refers to large, in-scope companies passing mandatory
sustainability reporting requirements down their value chain to smaller suppliers and partners, even
if SMEs are not directly mandated to report.
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including the GRI, promoted external assurance as good practice but without introducing
any binding obligations. Companies were given broad discretion in deciding whether to
submit their reports for assurance and the level of detail of the verification. As a result,
the most common form was limited assurance, which was usually limited to specific
indicators or sections of the report, such as greenhouse gas emissions or certain
particularly relevant social indicators. The same situation also characterized the period
under the NFRD regime, where assurance of non-financial reporting was not a general
obligation at European level. The NFRD allowed Member States to introduce verification
requirements at national level. This resulted in a fragmented landscape in which some
countries, including Italy, France and Spain, imposed some form of assurance
requirement, while in others certification remained optional. This regulatory
heterogeneity contributed to maintaining significant differences in the reliability and

comparability of European sustainability statements.

A change from the past comes with the entry into force of the CSRD, which introduces
mandatory assurance of sustainability reporting for all companies falling within its scope.
The European legislator has adopted a gradual approach, initially providing for a limited
assurance requirement and envisaging a transition to reasonable assurance in the next
phase. The European Commission is tasked with adopting a common European standard
for limited assurance by October 2026, while the standard for reasonable assurance should
be issued by October 2028. During the transition period prior to adoption, Member States
may continue to apply existing national or international standards (ODCEC Milan, 2023).
Limited assurance provides a lower level of assurance than reasonable assurance as it is
based on less extensive verification procedures. In this case, the auditor expresses a
negative conclusion, certifying that, based on the activities carried out, no evidence has
emerged to suggest that the sustainability report has not been prepared, in all material
respects, in accordance with the applicable standards. On the contrary, reasonable
assurance implies a higher level of certainty, adopting more thorough verification
procedures and expressing a positive conclusion, similar to that typically formulated in

the audit of financial statements (Ivy House, 2025).

In some cases, even in the pre-CSRD period, specific information was selected for the
application of a partial form of reasonable assurance. The most common example is GHG
emissions (Scope 1, 2 and in some cases Scope 3), due to the existence of more

established measurement methodologies and dedicated international standards.
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(CNDCEC et FNC, 2025). This selective approach highlights how the transition to higher
levels of assurance does not depend exclusively on a regulatory choice but is closely
linked to the maturity of the available data and the reliability of corporate information
systems. Some information, such as that relating to the value chain or other more complex
areas, has much lower levels of traceability than traditional financial data. For this reason
too, the extension to reasonable assurance is easier in cases where metrics are already
established and data collection are already sufficiently structured but requires longer

adaptation times for information with greater uncertainty and complexity.

The assurance requirement introduced by the CSRD significantly enhances the
informational value of sustainability statements, particularly in terms of the quality and
reliability of the information provided. Verification by an independent auditor helps to
reduce the risk of companies using disclosure purely for opportunistic or reputational
purposes and instead promotes greater consistency between what is stated and the actual
practices and policies adopted. The introduction of assurance increases the verifiability
of ESG information and encourages greater integration between sustainability reporting
and internal company systems, making the monitoring of sustainability issues within
organizations more structured. At the same time, it is clear that the development of limited
assurance presents several operational complexities. First, the intrinsic nature of the data,
which often combines quantitative and qualitative information based on estimates and
assumptions. Furthermore, verifying a certain level of assurance requires auditors to have
specific technical skills, which are not always readily available. Unlike financial
reporting, sustainability reporting is not always based on fully consolidated and
standardized measurement systems, often making complex the necessary verification
activities (CNDCEC and FNC, 2025). Again, assurance should not be interpreted as a
formal requirement imposed by the Directive, but as a new structural element of the
ecosystem outlined by the CSRD. It contributes to more robust and reliable reporting by
strengthening the link between transparency and accountability, while laying the
foundations for ESG maturity consistent with the refinement of the relevant corporate

information systems.

1.5 The Omnibus Package
In 2025 European legislation on sustainability reporting was reinterpreted with the aim
of strengthening the competitiveness of companies in the European Union. From this

point of view, simplification is a necessary element in reconciling the EU's economic,
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social and environmental objectives with the ability of European companies to operate in
an increasingly competitive global environment. The Budapest Declaration published in
November 2024 by the European Council clearly describes the intention of European
leaders, who recognize that in order to pursue the strategic objectives of EU programs,
including sustainable transition, a simpler regulatory framework is necessary. It must
succeed in reducing regulatory complexity and administrative burdens on companies
without compromising the effectiveness of public policies. This is therefore not a question
of deregulation but rather a phase or lever of economic policy necessary to compete and

grow in the modern market.

The issue of simplification has emerged as a priority at the highest political level in the
EU. In recent years, the European Council has repeatedly emphasized the need to
“simplify rules to boost the EU's long-term competitiveness”, promoting a “simplicity by
design” approach from the early stages of the regulatory process (European Council,
2024). However, the Budapest Declaration represents a turning point, explicitly stating
that gradual and marginal interventions are no longer sufficient and that “business as
usual® is no longer an option”. For this reason, the revival of European competitiveness
requires the coordinated and systematic activation of all policy instruments, both at the

Union level and at the level of Member States.

This context also includes the importance attributed to the debate stimulated by Mario
Draghi's report on the future of European competitiveness, which identifies stagnant
productivity, a high degree of regulatory complexity, and the proliferation of compliance
obligations as some of the main factors contributing to the structural weakness of the
European economy (Draghi, 2024). The report highlights how the accumulation of
regulatory requirements, although inspired by laudable environmental and social
protection goals, can result in disproportionate compliance costs for businesses, placing
a particularly heavy burden on SMEs and medium-sized enterprises and negatively
affecting the investment and innovation capacity of the European productive fabric. In
this perspective, regulatory simplification becomes a necessary condition for ensuring the

economic sustainability of the green and digital transitions.

® “Business as usual” refers to a climate scenario assuming continued reliance on fossil fuels and
limited climate policy intervention, typically associated with pathways such as SSP5-8.5 or RCP8.5,
which project global temperature increases exceeding 3°C by 2100. Mitiga Solutions.
https://www.mitigasolutions.com/glossary/business-as-usual
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Consistently, the simplification of European legislation is considered one of the key
priorities of both the Strategic Agenda 2024-2029 and the Budapest Declaration, which
calls for a genuine “simplification revolution” (European Council, 2024). The operational
objective, defined with quantitative targets, is to reduce the administrative and
compliance burdens on European businesses by at least 25% for all businesses in general
and by 35% for small and medium-sized enterprises by 2030. In line with simplification
in general, these objectives are not conceived solely as a reduction in bureaucracy, but as
an integral part of a strategy to strengthen the competitiveness and attractiveness of the

European market.

Figure 4: Compliance cost reduction due to simplification
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Source: Council of European Union

In implementation of these policy guidelines, starting in February 2025, the European
Commission presented a series of proposals for legislative simplification, known as
Omnibus packages (European Commission, 2025). These packages consist of cross-
cutting interventions on several existing legislative acts, aimed at reducing complexity,
duplication, and regulatory inconsistencies. Taken together, they represent a new method
of regulatory intervention, aimed at making horizontal and coordinated corrections across

different sectors, while leaving the underlying policy objectives unchanged.

For the two-year period 2025-2026, the Commission has announced a simplification
program structured into ten Omnibus packages. However, to date, only the first package
have been formally presented as legislative proposals and sent to the co-legislators to start
the adoption process. Omnibus I introduces targeted changes to the CSRD, CSDDD, EU
Taxonomy, and CBAM with the aim of making reporting requirements more
proportionate for businesses. It plays a central role in this analysis, as it directly affects
the regulatory framework outlined by the CSRD and ESRS. It was adopted by the
Commission on February 26, 2025 in the form of a proposal and represents the first

systematic attempt to realign regulatory ambition and implementation capacity.
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1.5.1 Omnibus I - Postponement of reporting obligations (“Stop-the-
Clock” Directive)

The first measure in the Omnibus I package affects the timing of the application of the
CSRD and concerns the postponement of sustainability reporting obligations. This
measure was introduced by Directive (EU) 2025/794 of April 16, 2025 commonly
referred to as “Stop-the-clock” and represents an immediate response to address the
operational challenges that emerged in the initial phase of implementation of the

Corporate Sustainability Reporting Directive.

The directive only affects the timetable for the application of reporting obligations,
modifying the substantive structure of the legislation by postponing the entry into force
of reporting obligations for companies falling within the so-called “Wave 2” and “Wave

3” by two financial years. In particular, the postponement concerns:

e large unlisted companies which, according to the original CSRD timetable, would
have had to publish their first sustainability report for the 2025 financial year;
e listed SMEs, for which the reporting obligation was initially scheduled to start in

the 2026 financial year.

Following the adoption of Directive (EU) 2025/794, for these two categories of
companies the application of the obligations is postponed to the 2027 and 2028 financial
years, respectively, with the first sustainability statements to be published in subsequent
years. However, the obligations applicable to “Wave 1 companies, i.e., those already
subject to the previous Directive 2014/95/EU (NFRD), remain unchanged. These
companies were required to prepare their first sustainability report in accordance with the

CSRD for the 2024 financial year.

From a procedural point of view, the directive was adopted under an accelerated
procedure, reflecting the European legislator's awareness of the urgent need to take timely
action to avoid distorting effects on both business activity and national administrations.
Member States have been asked to transpose the directive by the end of 2025 in order to

ensure legal certainty and uniform application across the EU.

In Italy, Directive (EU) 2025/794 was transposed by Law No. 118 of August 8, 2025
which formalized the postponement of sustainability reporting obligations, coordinating
the new European calendar with the provisions already introduced by Legislative Decree

No. 125/2024 implementing the CSRD. This regulatory intervention has made it possible
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to harmonize the national framework with the choices made at European level, offering
companies more time to adapt their information systems, internal processes, and control

mechanisms required by the new sustainability reporting requirements.

Overall, the Stop-the-clock is a transitional measure that does not affect the ambition and
objectives of the CSRD but aims to rebalance the timing and implementation capacity of
companies, with a view to proportionality and gradualism. It therefore represents the first
piece of the Omnibus I package, anticipating the broader subsequent structural revisions
affecting the subjective scope and content of sustainability reporting, which are analyzed

in the following paragraphs.

1.5.2 Omnibus I - Extension of ESRS phase-ins (“Quick-fix”)
In line with the postponement of reporting obligations introduced by Directive 2025/794
Stop-the-clock, the Omnibus I package also includes a corrective and immediately
applicable measure on the European Sustainability Reporting Standards, aimed at
addressing the critical issues that emerged in the initial phase of CSRD implementation
for companies belonging to the so-called Wave 1. The measure was formalized through
the adoption of Commission Delegated Regulation C(2025) 4812 of July 11, 2025
postponing the date of application of certain specific disclosure requirements and is

commonly referred to as Quick-fix (European Commission, 2025).

In the Explanatory memorandum accompanying the delegated act, the Commission
expressly places the Quick-fix within the broader political context of strengthening
European competitiveness and reducing administrative burdens, also referring to the
strategic direction set out in the Budapest Declaration (European Commission, 2025). At
the operational level, the intervention responds to a twofold need. On the one hand, it
aims to prevent companies already required to report from the 2024 financial year
onwards from being required to further expand the scope of information in their
sustainability statements for the 2025 and 2026 financial years, especially at a time when
a comprehensive review of standards is underway. On the other hand, in line with the
objective of burden reduction, the Quick-fix extends certain transitional exemptions to
Wave 1 companies with more than 750 employees, which in the original version of the

ESRS were excluded from certain particularly burdensome phase-ins.

The delegated act stipulates that the changes introduced will apply to sustainability

reports for financial years beginning on or after January 1, 2025 allowing the phased

38



approach to be extended to reports for FY 2025 and FY 2026 (European Commission,
2025). From a technical and legal point of view, the Quick-fix operates through a two-
pronged approach. First, it completely replaces Appendix C of ESRS 1, which contains
the List of phased-in Disclosure Requirements, updating the calendar of temporary
exemptions and indicating, for each disclosure requirement, the new timing for
application. Secondly, it amends ESRS 2 by introducing a consistency requirement aimed
at preventing complete omissions of information. In other words, if a company makes use
of the temporary exemption for an entire thematic standard, it is still required to provide
a minimum set of summary information on the topic if it is material in the double

materiality analysis (European Commission, 2025).

The main content consists of the postponement of numerous disclosure requirements and
data points which, according to the original schedule, would have become fully applicable
as early as FY 2025 and FY 2026. For all Wave 1 companies, the possibility of omitting
disclosure of anticipated financial effects until the 2025 and 2026 financial years, as
provided for in ESRS 2 SBM-3, is extended. In addition, the Quick-fix allows Wave 1
companies with up to 750 employees to omit, until FY 2026, the data points relating to
Scope 3 emissions and total GHG emissions provided for in ESRS E1-6, as well as the

entire set of disclosure requirements in ESRS E4 - Biodiversity and ecosystems.

Similarly, the possibility of omitting entirely the disclosures required by the ESRS S2 -
Workers in the value chain, ESRS S3 - Affected communities, and ESRS S4 - Consumers
and end-users social standards, as well as certain data points from the ESRS S1 - Own
workforce standard, is extended until FY 2026. A significant element of the Quick-fix is
the elimination of asymmetry between Wave 1 companies above and below the employee
threshold. The delegated act also extends to Wave 1 companies with more than 750
employees the possibility of omitting, for FY 2025 and FY 2026, some of the more
complex thematic standards, in particular ESRS E4, ESRS S2, ESRS S3 and ESRS S4.
At the same time, the possibility of making selective omissions in these two years,
initially envisaged only for FY 2024 under ESRS S1, is extended to include, among other
things, data points relating to non-employees, collective bargaining coverage, social
protection systems, disability, training, work-life balance and certain specific information

on health and safety (European Commission, 2025).
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Overall, the Quick-fix reshapes the implementation of certain disclosure requirements,
avoiding a cumulative increase in reporting burdens in FY 2025-2026 and aligning
companies' learning curve with the comprehensive revision of standards announced by
the European Commission. In this sense, the intervention is a transitional adjustment

measure, consistent with the proportionality approach that characterizes the entire

Omnibus I package.
1.5.3 Omnibus I — Amendments and simplification of the regulatory
framework

In addition to the postponement and extension of the phase-in measures, the Omnibus I
package introduces a structural amendment to the Corporate Sustainability Reporting
Directive, as part of a broader effort to simplify the European regulatory framework on
sustainability. This revision originates from the Commission's proposal and subsequent
approval by the European Parliament of revisions to the legislation on sustainability
reporting and due diligence, which were examined and approved by the JURI Committee

on December 16, 2025 (European Parliament, 2025).

The most significant change concerns the reduction in the scope of entities required to
prepare a sustainability statement in accordance with the CSRD. The new provisions
require reporting only for EU companies with an average of more than 1,000 employees
and annual net revenues exceeding €450 million. The scope of application is also
extended to companies from third countries with a net turnover exceeding €450 million
in the EU, as well as their branches and subsidiaries established in the Union with a

turnover exceeding €200 million (European Parliament, 2025).

This decision entails a significant reduction in the number of companies subject to CSRD.
The stated objective is to focus reporting requirements on those entities that have a greater
economic, environmental and social impact, while strengthening the competitiveness of
the European productive fabric. The revision excludes the possibility of indirectly
transferring reporting burdens to smaller companies: those with fewer than 1,000
employees are not required to provide additional information beyond that required by the
VSME voluntary reporting standards, thus limiting the knock-on effects along the value
chain. The reform introduces a limit on reporting obligations along the value chain (value
chain cap) aimed at preventing companies subject to CSRD from indirectly transferring
compliance costs to smaller business partners. Information requests to suppliers must

therefore be limited and proportionate, with reference to the voluntary VSME standards.
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The Omnibus I package also provides for a halt to the development of sectoral standards,
initially envisaged by the CSRD. This decision responds to the need to limit the
complexity of ESRS, avoiding an excessive expansion of differentiated reporting

requirements by sector (European Parliament, 2025).

A further simplification concerns the assurance regime. The reform interrupts the path
originally envisaged by the CSRD towards the introduction of reasonable assurance,
stabilizing the verification requirement at a level of limited assurance. This aims to
contain compliance costs and make the auditing of non-financial information more
sustainable from an operational point of view. At the same time, the role of VSME
standards for companies excluded from the mandatory scope of the CSRD is enhanced,
with a dual function: on the one hand, to promote transparency on a voluntary basis and,
on the other, to serve as a reference for limiting information requests within value chains,
reducing indirect burdens on smaller companies, as already highlighted in the previous

paragraphs (EFRAG, 2024).

Omnibus I is part of a broader plan to simplify the European Sustainability Reporting
Standards and coordinate them with other sustainability regulations. In particular, the
European Commission is called upon to review the ESRS with a view to reducing the
number and complexity of the data points required, improving clarity and ensuring greater
proportionality of reporting requirements. Similar simplification requirements apply to
the EU Taxonomy, as well as the Corporate Sustainability Due Diligence Directive
(CSDDD) and the Carbon Border Adjustment Mechanism (CBAM), in order to avoid
regulatory duplication. To support businesses, the new provisions also provide for the
development of additional guidelines and operational tools, including the establishment
of a European digital portal that will provide guidance and templates on reporting

requirements at national and European level (European Parliament, 2025).

Taken together, the changes introduced outline the shift from a broad approach to
sustainability reporting to a more targeted and proportionate model, aimed at preserving
the informative function of the CSRD while reducing compliance burdens and costs for

companies, in line with the competitiveness objectives pursued at the European level.
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Figure 5: Timeline of regulatory development in sustainability reporting
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Chapter II - The European Sustainability Reporting Standards
Through Delegated Regulation 2023/2772 of the European Commission, published in the
Official Journal of the European Union in December 2023, the European Sustainability
Reporting Standards were adopted on the technical advice of EFRAG on July 31, 2023.
These are the technical framework for the implementation of the CSRD, defining in detail
the content, structure and methods of the statement. The first version consists of twelve
standards organized into four areas: Cross-cutting standards (ESRS 1 and ESRS 2),
Environmental, Social and Governance. The five key principles already mentioned in
Chapter 1, on which the reporting must be based, are also identified within the CSRD,
and are in particular: characteristics for information quality, double materiality, value
chain, time horizon and due diligence. These principles are all included in ESRS 1. This
first standard identifies and classifies the general requirements for preparing a
sustainability statement in ten chapters: categories of standards in the ESRS, quality
characteristics of information, double materiality, due diligence, value chain, time
horizon, preparation and presentation of sustainability information, structure of
sustainability reporting, links to other sections of the corporate report and transitional
provisions. The ESRS 2, on the other hand, is structured around four pillars and is aligned
with international regulatory frameworks. The four specific areas it covers are governance
(GOV), strategy (SBM), impact, risk and opportunity management (IRO), metrics and
targets (Peta, Russo, Tucci, 2024). The ESRS therefore does not merely request
descriptive information but introduces an information structure that integrates

governance, strategy, IRO and performance.

The ESRS are organized according to a hierarchical structure that allows sustainability
reporting to be broken down progressively into increasingly specific elements. Each
sustainability area is divided into topics, within which the individual standards are
located. Each standard is in turn composed of disclosure requirements, which define the
information to be reported, and data points, which represent the basic units of information,
whether qualitative or quantitative. The disclosure requirements are supported by
application requirements, which provide operational guidance for the interpretation and

application of disclosures, without introducing new disclosure obligations.
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Figure 6: Structure of ESRS 2026
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2.1 Cross-cutting ESRS

2.1.1 Role and function of cross-cutting standards
The cross-cutting standards form the basis of the European sustainability reporting system
and play a cross-cutting role in relation to all other ESG topics. They establish the general
principles and common requirements that must be applied in disclosure. For this reason,
ESRS 1 and ESRS 2 are considered mandatory for all companies that prepare

sustainability statements regardless of the materiality assessment.

The cross-cutting nature of these standards is reflected in their applicability. They apply
to all companies subject to the CSRD and in every reporting area. They describe the
fundamental concepts and outline the reference context within which the thematic
standards are subsequently placed, ensuring a consistent and comparable structure of

disclosures (IBM, 2025).

These two standards formalize certain key concepts of sustainability reporting, already
mentioned in Chapter 1 in the context of regulatory developments leading up to the
CSRD. Among others, the principle of double materiality, the consideration of the entire
value chain and a precise focus on the qualitative characteristics of information. These
are not individual requirements or disclosure obligations, but methodological criteria that

guide the entire reporting process (Peta, Russo, Tucci, 2024).

The cross-cutting standards promote the structured integration of information relating to
governance, corporate strategy, impact, risk and opportunity management, as well as the
metrics used to measure performance. They act as a link between the different dimensions

of sustainability. Thanks to this approach, cross-cutting standards ensure that disclosures
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are brought together within a unified information system, avoiding the representation of
isolated ESG elements and remaining in line with the approach promoted by European

legislation (IBM, 2025).

From a hierarchical perspective, ESRS 1 and ESRS 2 are at the top of the ESRS system
and at a higher level than other environmental, social and governance standards. This is
because they establish the general rules governing the application of thematic standards
and define their scope. Environmental, social and governance standards must be read and

applied in conjunction with cross-cutting standards (Peta, Russo, Tucci, 2024).

2.1.2 ESRS 1 - General Requirements
The objective of ESRS 1 is to provide a framework for sustainability reporting, clarifying
how information should be identified and organized. The standard defines the overall
architecture of the ESRS, the fundamental concepts on which reporting is based and the
logic behind the construction of reporting, as well as the principles governing the quality
and reliability of information. In this sense, ESRS 1 establishes the general requirements
governing the preparation and presentation of information, providing methodological
guidance that applies across all standards. It does not introduce specific environmental,
social or governance reporting requirements but establishes the operational criteria that

guide the entire methodological process of the ESRS framework.

Cross-cutting standards provide general requirements and apply to all companies
regardless of the results of the materiality analysis. Thematic standards, on the other hand,
govern specific ESG areas based on the issues that have been identified as material.
Sectoral standards, although not yet adopted in the first phase of implementation, are
designed to supplement the framework with requirements tailored to the specific

characteristics of individual economic sectors.

ESRS 1 defines the reporting areas common to all ESRSs, which constitute the recurring
structure of disclosures. These include governance, strategy and business model, impact,
risk and opportunity management, metrics and targets. This structure allows information
to be organized according to a uniform logical scheme. From an editorial point of view,
ESRS 1 introduces common conventions for the preparation of information, clarifying
the distinction between disclosure requirements, data points and application
requirements. Disclosure requirements identify the information to be reported, data points

represent the basic units of information, while application requirements provide
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operational guidance for the interpretation and application of disclosures. These

conventions serve to reduce interpretative ambiguity and harmonize reporting practices.

The principle of double materiality is one of the cornerstones of ESRS 1 and forms the
basis for selecting the information to be included in the sustainability statement. Through
double materiality, the standard clarifies that the sustainability report should not be
limited to a generic description of the company's policies and initiatives but should reflect
in a structured manner which aspects of sustainability are truly relevant. More
specifically, disclosure must consider, on the one hand, the significant current or potential
impacts that activities have on the environment or people and, on the other, the risks and
opportunities that ESG issues may generate for the company's economic and financial
situation. The double materiality analysis, as described by ESRS 1, should not be
conceived as a formal requirement or a one-off exercise, but rather as a structured,
continuous and dynamic process. This process must then be integrated into corporate
governance systems and risk management mechanisms. Periodic updating of the
materiality analysis allows for the assessment of possible changes in risk profile and
impact, ensuring that the sustainability statement remains consistent and aligned with the

reality of the company.

ESRS 1 also assigns a central role to stakeholders, recognizing them as an essential source
of information for identifying and assessing material impacts. Their involvement
improves understanding of the consequences that corporate activities have along the
entire value chain and, at the same time, identifies sustainability aspects that might not
emerge from an exclusively internal materiality analysis. The standard emphasizes that
the methods of engagement must be proportionate to the size of the company and
consistent with due diligence processes, avoiding purely formal or overly burdensome

approaches.

An important conceptual distinction is also introduced between the materiality of issues
and the materiality of information. An issue is considered material when it generates
significant impacts, risks or opportunities. Conversely, an information is material when it
becomes necessary for a faithful representation of these impacts, risks or opportunities.
This distinction strengthens the link between the information content and the economic,

social, environmental substance of the phenomena represented.
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Paragraph 3.3 of ESRS 1 addresses the issue of double materiality. It clearly distinguishes
between impact materiality and financial materiality. These two dimensions must be
assessed separately but are interdependent. A sustainability issue is relevant from an
impact perspective when it concerns the significant impacts of the company, whether
negative or positive, actual or potential, on people or the environment in the short,
medium or long term. These impacts may occur directly through the company's own
operations or indirectly along the value chain. For actual negative impacts, relevance is
assessed based on the severity of the impact, while for potential negative impacts, the
severity and likelihood of the impact are assessed. Severity is based on the following

factors:

a) the magnitude,
b) the scope,
c) the irremediability of the impact.

In the case of a potential negative impact on human rights, the severity of the impact

prevails over its probability.

With regard to positive impacts, relevance is assessed on the basis of the following

aspects:

a) the magnitude and scope of the with regard to actual impacts,

b) the magnitude, scope and probability with regard to potential impacts.

The focus is not exclusively on the past but also on possible effects that could emerge

over time in the absence of adequate prevention or mitigation measures.

The assessment of financial materiality corresponds to the identification of information
considered relevant to the main users of financial reports. In particular, information is
considered relevant if it is reasonable to assume that the omission or misstatement of such
information could influence the decisions that these users make on the basis of the
company's sustainability statement. A sustainability issue is financially material if it has,
or is likely to have, a significant financial impact on the company. This occurs when a
sustainability issue generates risks or opportunities. The materiality of risks and

opportunities is assessed by combining:

a) the potential magnitude of the financial effects,

b) the likelihood of their occurrence.
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The standard clarifies how these effects can arise from both external factors, such as
regulatory changes or market developments, and internal factors. Assessing financial
materiality therefore requires a forward-looking analysis that also takes into account the

uncertainty and dynamic nature of ESG risks.

There is no hierarchy between these two dimensions. Both must be given equal
consideration. An issue may be relevant only in terms of impact, only in financial terms,
or in both terms. In all cases, relevance is sufficient to include the issue in the

sustainability statement.

Due diligence is the process by which companies identify, prevent, mitigate and account
for how they address actual and potential negative impacts on the environment or people
related to their activities. The standard requires companies to describe how they identify,
assess, prevent, mitigate, and remedy the negative impacts or risks associated with their
activities. Due diligence is intended to be a continuous and systematic process, integrated

into governance systems and risk management mechanisms.

The sustainability statement concerns the company that prepares the financial statements.
If, for example, the parent company prepares consolidated financial statements, the
sustainability statement will cover the entire group. However, the information on the
reporting company is not limited to the activities directly carried out by the company or
group but is extended to include the relevant IROs associated with the company through
its direct and indirect business relationships along the value chain, both upstream and
downstream. The inclusion of value chain information is based on the results of the due
diligence process and materiality assessment. It is not required that all actors in the value
chain be taken into consideration, but only those that have relevant information. The latter
becomes material when it is necessary to enable all users of sustainability statements to
understand the relevant IROs to the company. In determining the level at which a
sustainability issue is relevant, the company therefore applies the principle of double

materiality.

The time horizons of the sustainability statement must be consistent with those of the
company's financial statements, so as to ensure consistency between financial reporting
and sustainability reporting. Within the disclosure, the company is required to relate
retrospective and prospective information so that historical data can be understood in

relation to future expectations and forecasts. The information is presented dynamically,
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not limited to describing past situations. One particular element concerns the progress
made compared to a base year. The base year represents the historical reference against
which subsequent information is compared over time and is the starting point for
measuring progress towards the stated targets. When a company reports on the progress
made, it is required to present the data by comparing it with the base year in a given
reference period. The standard rule of ESRS 1 is to distinguish between short, medium
and long-term time horizons. The short term refers to the period in which the company
prepares its financial statements. The medium term extends up to five years, while the

long term covers time horizons beyond five years.

In the seventh paragraph, ESRS 1 outlines the general requirements to be applied when
preparing and presenting sustainability information. The disclosure must be included in a
specific and clearly identifiable section within the annual management report. This
ensures order and makes it easily recognizable by both human readers and automated
reading tools. In addition, the information must be presented in such a way as to clearly
distinguish the ESRS requirements from any additional information voluntarily included
by the company. The sustainability statement must contain all the disclosures required by
the ESRS in a single section of the management report, except in cases of inclusion by

reference. The standard requires the section to be divided into four main parts:

e General information,
e FEnvironmental information,
e Social information, and

e (Governance information.

Information relating to the European taxonomy is included in the environmental section
and presented in an identifiable manner. The standard also allows, under certain
conditions, for the integration of information derived from other regulations or from the
most widely recognized reporting frameworks, provided that it is clearly identified and
complies with the qualitative characteristics of the information. With regard to links to
other parts of corporate reporting, ESRS 1 introduces the possibility of including certain
information by reference to other company documents, such as the financial statements,
the corporate governance report, the remuneration report or other documents. Inclusion
by reference is permitted under certain conditions: the information must be clearly

identifiable, published at the same time as or before the management report, written in
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the same language, subject to the same level of assurance and comply with the technical
requirements for the digitization of sustainability disclosure. This avoids duplication of

information while preserving the completeness and consistency of the disclosure.

The company must ensure a clear connection between the information contained in the
sustainability statement and other information disclosed in corporate reporting. If the
sustainability statement includes monetary amounts or quantitative data already present
in the financial statements, the company is required to provide adequate references to the
original information. The aim is to strengthen the integration between financial reporting

and sustainability reporting.

The transitional provisions set out in ESRS 1 allow for a gradual initial application of the
standards, taking into account operational difficulties and the progressive evolution of
disclosure requirements. In the first three reporting periods, the company may also use
entity-specific disclosures only, limiting the scope of value chain information to internally
available information. During the same period, it is also possible to omit certain specific
metrics. However, starting from the fourth reporting period, the company is required to
fully include relevant information along the value chain. The disclosure requirements

subject to gradual introduction are identified in a specific list contained in Appendix C.

Appendix A defines the application requirements supporting the implementation of the
standard and is binding. It clarifies that the information included in the statement must
enable users to understand the impacts, risks and opportunities of the enterprise, providing
guidance on the use of metrics and the use of other reporting frameworks to improve the
quality of information. It also details how to apply double materiality, including the role
of stakeholders, the assessment of impact relevance based on severity (entity, scope,
irremediable nature), and the assessment of financial relevance in terms of risks and
opportunities that may affect the financial position. Finally, the appendix lists those

sustainability issues that could generally be relevant.
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Table 2: Appendix A, sustainability matters covered in topical ESRS

Topical Sustainability matters covered in topical ESRS
ESRS
Topic Sub-topic Sub-sub-topics
- Climate change
adaptation
ESRS E1 Climate Change - Climate change
mitigation
- Energy
- Pollution of air
- Pollution of water
- Pollution of soil
- Pollution of living
ESRS E2 | Pollution organisms
and food resources
- Substances of concern
- Substances of very high
concern
- Microplastics
- Water consumption
- Water withdrawals
. - Water discharges
ESRS E3 Water and marine ) Wat@r - Water discharges in the
resources - Marine resources
oceans
- Extraction and use of
marine resources
- Climate Change
- Land-use change, fresh
water- use change and
- Direct impact drivers of | sea-use change
biodiversity loss - Direct exploitation
- Invasive alien species
- Pollution
- Others
ESRS F4 Biodiversity and
ecosystems Examples:
- Impacts on the state of | - Species population size
species - Species global

extinction risk

- Impacts on the extent
and condition of
ecosystems

Examples:

- Land degradation
- Desertification

- Soil sealing
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- Impacts and
dependencies on
ecosystem services

ESRS ES

Circular economy

- Resources inflows,
including resource use
- Resource outflows
related to products and
services

- Waste

ESRS S1

Own workforce

- Working conditions

- Secure employment

- Working time

- Adequate wages

- Social dialogue

- Freedom of association,
the existence of works
councils and the
information, consultation
and participation rights
of workers

- Collective bargaining,
including rate of workers
covered by collective
agreements

- Work-life balance

- Health and safety

- Equal treatment and
opportunities for all

- Gender equality and
equal pay for work of
equal value

- Training and skills
development

- Employment and
inclusion of persons with
disabilities

- Measures against
violence and harassment
in the workplace

- Diversity

- Other work-related
rights

- Child labour

- Forced labour

- Adequate housing
- Privacy

ESRS S2

Workers in the
value chain

- Working conditions

- Secure employment

- Working time

- Adequate wages

- Social dialogue

- Freedom of association,
including the existence of
work
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councils

- Collective bargaining
- Work-life balance

- Health and safety

- Equal treatment and
opportunities for all

- Gender equality and
equal pay

for work of equal value
- Training and skills
development

- The employment and
inclusion

of persons with
disabilities

- Measures against
violence and
harassment in the
workplace

- Diversity

- Other work-related
rights

- Child labour

- Forced labour

- Adequate housing

- Water and sanitation
- Privacy

- Adequate housing

Affected - Comrnpnitie;’ - Adequate fooq .
ESRS S3 .. economic, social and - Water and sanitation
communities cultural rights - Land-related impacts
- Security-related impacts
- Freedom of expression
- Communities’ civil and | - Freedom of assembly
political rights - Impacts on human
rights defenders
- Free, prior and
- Rights of indigenous informed consent
peoples - Self-determination
- Cultural rights
Consumers and end- | ; Lormation-related - g ?e\szico};n of expression
ESRS S4 impacts for consumers

users

and/or end-users

- Access to (quality)
information
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- Personal safety of - Health and safety
consumers and/or end- - Security of a person
users - Protection of children

- Non-discrimination

- Social inclusion of - Access to products and

consumers and/or end- services

users - Responsible marketing
practices

- Corporate culture

- Protection of whistle-
blowers

- Animal welfare

- Political engagement
and lobbying activities
- Management of
relationships with
suppliers including

ESRS G1 Business conduct

payment practices
- Prevention and
. . detection includin,
- Corruption and bribery . &
training
- Incidents

Source: Commission Delegated Regulation (EU) 2023/2772

Appendix B defines the qualitative characteristics that information must meet and is
binding. Information is relevant when it can make a difference in the decisions of users
of the disclosure according to a dual materiality approach. To be useful, information must
faithfully represent the substance of the phenomena described and be complete, neutral
and accurate, including through the exercise of prudence and the disclosure of
uncertainties related to estimates and approximations. Information must be comparable
over time and between companies and presented in a consistent, verifiable and
understandable manner. Clarity, conciseness and the ability to link sustainability
information with financial information are essential elements in ensuring the overall

usefulness of the disclosure.

The disclosure requirements gradually introduced in Appendix C concern the following

disclosure requirements:

e ESRS 2 - SBM-1: Strategy, business model and value chain
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ESRS 2 - SBM-2: Stakeholder interests and perspectives

ESRS 2 - SBM-3: Material impacts, risks, opportunities and their interaction with
strategy and business model

ESRS El1 - EI-6: Expected financial effects of climate change risks and
opportunities

ESRS E2 - E2-6: Expected financial effects of pollution-related risks and
opportunities

ESRS E3 - E3-5: Expected financial effects of water and marine-related risks and
opportunities

ESRS E4 - E4-6: Expected financial effects from risks and opportunities related
to biodiversity and ecosystems

ESRS ES5 - E5-6: Expected financial effects from risks and opportunities related
to resource use and the circular economy

ESRS S1 - S1-8: Expected financial effects from risks and opportunities related
to own workforce

ESRS S2 - S2-6: Expected financial impacts from risks and opportunities related
to workers in the value chain

ESRS S3 - S3-6: Expected financial impacts from risks and opportunities related
to affected communities

ESRS S4 - S4-6: Expected financial impacts from risks and opportunities related

to consumers and end users

Appendix D defines the structure of the sustainability statement within the ESRS and is

binding with regard to the articulation of reporting in the four main parts.

Table 3: Appendix D, structure of the ESRS sustainability statement

Part of management report ESRS codification Title

1. General information ESRS 2

General disclosures,
including information
provided under the
Application Requirements of
topical ESRS listed in ESRS
2 Appendix C.

2. Environmental
information

Disclosures pursuant to
Article 8 of Regulation (EU)
2020/852 (Taxonomy
Regulation)

Not applicable
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ESRS El Climate change

ESRS E2 Pollution

ESRS E3 Water and marine resources

ESRS E4 Biodiversity and ecosystems

ESRS E5 Resource use and circular

economy

ESRS S1 Own workforce

ESRS S2 Workers in the value chain
3. Social information

ESRS S3 Affected communities

ESRS S4 Consumers and end-users
4. Governance information | ESRS G1 Business conduct

Source: Commission Delegated Regulation (EU) 2023/2772

Appendix E provides a non-binding illustration, in the form of a flowchart, of the process
of determining the disclosures to be included in the sustainability statement through the

assessment of materiality, both in terms of impact materiality and financial materiality.
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Figure 7: Appendix E, flowchart for determining disclosures under ESRS

Appendix A)

Perform the impact and financial materiality
assessment (informed by the table in AR 16 in

r

The undertaking can omit all
disclosure requirements of the
topical standard. But shall in
case of ESRS E1 Climate change,
disclose a detailed explanation
of why climate change is not

Is the topic covered by a topical standard material? |— No ——# material and may disclose a
T brief explanation in the case of
Yes other topical standards (ESRS1
1 32)
p . The undertaking shall
disclose this to be the
For metrics Has the undertaking :
) s case and may report a
established policies, ; . G
» No —| timeframe in which it
taken actions or set i .
D aims to have these in
. | P place (ESRS1 33)
A
Is the Disclosure Yes The undertaking
Requirement (DR) does not have to
ial? N\
vl No =" disclose the DRs or
T related Data
vis Points (DP)
Is the individual The undertaking
Data Point (DP) L No /1 M does not have to
material? disclose the Data
| b Point (ESRS1 para
Yes

B

The undertaking
shall disclose the
information
required by the DP
(ESRS1 para 34 (a))

Disclose the Data Points from the topical
standard in conjunction with the relevant
DRs of ESRS 2 (see ESRS 2 Appendix C).

34 (b))

Source: Commission Delegated Regulation (EU) 2023/2772

58



Appendix F presents a non-binding example of the structure of the sustainability

statement.

Figure 8: Appendix F, example of structure of ESRS sustainability statement
Management report

Analysis of the development and performance Description of the principal risks and

of the undertaking’s business and its position uncertainties

The undertaking’s likely future developments Corporate governance statement

stainability statement
1. General information 3. Social information

ESRS 2 General Disclosures ESRS 51 Own workforce

« Specific tog sl DR fro

« Additional DR from sector specific
ESRS

« List of Disclosure Requirements

complied with

» Additional DR from sector specific ESRS
> o § f

ESRS 52 Workers in the value chain

2. Environmental information . § targets DR from ESRS S2

* Additional DR from sector specific ESRS

Disclosures pursuant to Article 8 of Regulation 2020/852
(Taxonomy Regulation)
ESRS 54 Consumers and end-users

ESRS E1 Climate change

« Additional DR from sector specific ESRS

4. Governance information

ESRS G1 Business conduct
ESRS E5 Resource Use and Circular Economy

* Impact, risk and opportu

* Additional DR from sector specific ESRS

* Additional DR from sector specific ESRS i

Source: Commission Delegated Regulation (EU) 2023/2772
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Appendix G provides a non-binding example of inclusion by reference.

Figure 9: Appendix G, example of structure of ESRS sustainability statement

> Strategy and business (ESRS2 SBM -1 paragraph 38)
Strategy, business model andvaue chan

Sustainability statement

1 General information

Disclosur es incor porated by reference
The following infor mation isincorporated by reference to other parts of the management report:

Market position, strategy, business model, and value chan — (ESRS 2SBM-1 paragraph 38)

2. Environmental information

3. Social information

4. Governance information

Source: Commission Delegated Regulation (EU) 2023/2772
2.1.3 ESRS 2 - General Disclosures

ESRS 2 establishes disclosure requirements that apply to all companies, regardless of
sector, and for all sustainability issues, thus taking on a cross-cutting rather than sector-
specific nature. The standard covers the reporting areas identified in ESRS 1 and defines
the minimum information content that must be provided when a sustainability issue is
deemed material based on the double materiality assessment. The disclosure is structured
according to four key areas: governance, strategy, management of impacts, risks, and
opportunities, and metrics and targets, so that the information provided allows an
understanding of how the company governs sustainability issues, how they are integrated
into the strategy and business model, and how they are monitored over time. In preparing

the disclosures required by ESRS 2, the company applies the disclosure requirements set
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out in the thematic ESRSs, in all cases where they are relevant, and provides a consistent
and comprehensive representation of its material impacts, risks, and opportunities, in line

with the general reporting criteria defined by the ESRS framework.

As part of the criteria for preparation, companies must provide information that allows an
understanding of how the sustainability statement was prepared. In particular, disclosure
BP-1 asks companies whether the sustainability statement was prepared on a consolidated
or individual basis. For consolidated sustainability statements, confirmation is required
that the scope of consolidation is the same as that used for the financial statements. The
extent to which the sustainability statement covers the upstream and downstream value
chain is requested, as well as whether the company has made use of the option to omit
specific information relating to intellectual property and know-how. The BP-2 disclosure
requirement, on the other hand, requires information to be provided in relation to specific
circumstances. In particular, any deviations from the time horizons defined by ESRS 1,
the use of industry averages and proxies for value chain data, the main causes of
uncertainty in estimates and results, changes in the way information is prepared compared
to previous periods, and the identification of material errors. BP-2 also requires disclosure
of any use of transitional provisions in accordance with Appendix C of ESRS 1, the
inclusion of information by reference, and the integration of information required by other

regulations or reporting frameworks.

Governance is a central theme of reporting because it provides an understanding of the
processes, controls, and procedures that the company has established to monitor, manage,
and control sustainability issues. With the GOV-1 disclosure requirement, the company
describes the role and composition of its administrative, management, and control bodies,
as well as their respective roles, responsibilities, and competencies in relation to
sustainability. The composition and diversity of the bodies are illustrated, including the
number of members with and without executive positions, their experience in relation to
the company's sectors, products, and geographical areas, the percentages broken down by
gender, and the percentage of independent members. In addition to the composition, the
standard requires clarification of the roles and responsibilities in overseeing the
procedures used to manage relevant IROs, indicating the bodies or persons responsible.
GOV-1 requires specification of whether ESG oversight is delegated to specific
committees and how these are controlled through internal procedures and reporting lines.

Finally, the company must describe whether the bodies have, or will develop, the
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appropriate capabilities to monitor sustainability issues. The supervisory bodies may
already have these capabilities, or alternatively, external experts and training courses may

be used.

Next, the company indicates how the administrative, management, and supervisory
bodies are informed about sustainability issues and how these issues were addressed
during the reporting period. Disclosure GOV-2 demonstrates how the members of the
bodies are adequately informed and whether they have been able to perform their
supervisory role. Specifically, the company must clarify whether, from whom and how
often the administrative bodies receive information on relevant impacts, risks, and
opportunities and on the results of the policies adopted. GOV-3 concerns the integration
of sustainability performance into incentive systems. It serves to illustrate whether
members of the administrative, management, and supervisory bodies are offered incentive
systems linked to sustainability issues. Companies are required to describe the main
features of any incentive systems and remuneration policies linked to sustainability. In
addition, it is necessary to indicate whether company performance is assessed against
sustainability-related objectives and/or impacts and the proportion of wvariable

remuneration linked to sustainability.

The company is required to disclose a mapping of the information provided in the
sustainability statement regarding the due diligence process. The mapping in GOV-4 must
explain how and where the application of the main stages of the due diligence process is
addressed in the sustainability statement. Finally, GOV-5 requires disclosure of the main
features of internal control and risk management systems in relation to the sustainability
reporting process. The purpose aims to provide transparency on the internal control and
enterprise risk management processes in relation to sustainability issues. In particular, the
company must describe the main features of its internal control and risk management
systems, including the methodology for prioritizing risks. It is also required to indicate

the main risks identified and the respective mitigation strategies.
The following section on strategy aims to illustrate:

a) the elements of the strategy that relate to sustainability issues, the business model,
and the value chain,
b) how the interests and opinions of the company's stakeholders are taken into

account in the business model,

62



c) the results of the company's assessment of relevant impacts, risks, and

opportunities, including how they guide the company’s strategy.

The company communicates the elements of its strategy that relate to or affect
sustainability issues, together with its business model and value chain. The objective of
SBM-1 disclosure is to describe the key elements of the company's overall strategy that
relate to or affect sustainability issues, as well as the key elements of the company's
business model and value chain, in order to provide an understanding of its exposure to
impacts, risks, and opportunities. In particular, the company must describe the significant
groups of products and services offered, the significant customer groups and markets, and
the number of employees broken down by geographical area. If the company operates in
one of the following sectors: fossil fuels, chemical manufacturing, controversial weapons,
or tobacco cultivation and production, it must disclose its activities in that sector and the
related revenues in a separate statement. Finally, the company must disclose its
sustainability objectives in terms of significant groups of products and services, customer
categories, geographical areas, and stakeholder relationships; an assessment of its current
products, services, markets, and significant customer groups in relation to the company's
sustainability objectives; the elements of the strategy that are related to sustainability
issues, including the main challenges for the future, critical solutions, and projects to be
implemented for sustainability reporting purposes. In addition, the company is required
to disclose a description of its business model and value chain, including the data used
and the method of collection, processing, and protection of such data; the products and
results in terms of benefits; the main characteristics of the value chain, upstream and
downstream, and the company's position in the value chain, with a description of the main

business entities (such as main suppliers, customers, distribution channels, and end users).

In the SBM-2 disclosure, the company indicates how it takes into account the interests
and opinions of stakeholders in its strategy and business model. The purpose seeks to
clarify how these interests and opinions of stakeholders guide the company's strategy and
business model. The process of engaging key stakeholders is described, specifying how
this is organized and how the final results are taken into account. It should also include
an explanation of how the company understands the interests and opinions in the due
diligence and materiality assessment processes. The company must report any changes to

its strategy or business model if these were caused by the stakeholder engagement
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process. Finally, it is necessary to clarify how the administrative, management, and

control bodies are informed about the interests and opinions of the stakeholders involved.

The SBM-3 disclosure requirement concerns the disclosure of a company's material
impacts, risks, and opportunities and how these interact with its strategy and business
model. The purpose s intended to ensure the results of the materiality assessment and
explain how these arise from the company's strategy and business model. The company
first provides a brief description of the relevant impacts, risks, and opportunities,
indicating where, in its business model, operations, and upstream and downstream value
chain, these impacts, risks, and opportunities are concentrated. Again, with reference to

the company's material impacts, it is required to disclose:

a) how negative and positive impacts affect (or, in the case of potential impacts, may
affect) people or the environment,

b) whether and how the impacts originate from or are linked to the enterprise's
strategy and business model,

c) the reasonably expected time horizons of the impacts,

d) whether the enterprise is involved in the impacts through its activities or because

of its business relationships.

It is also required to describe the current and expected financial effects of risks and
opportunities on the financial position, financial performance, and cash flows. An
additional element is disclosure on the resilience of the strategy and business model
through a qualitative and, where possible, quantitative analysis, consistent with the time
horizons defined in ESRS 1 with respect to the ability to address significant impacts and
risks. Finally, the company illustrates changes in impacts, risks, and opportunities

compared to the previous period.

The section dedicated to the management of impacts, risks and opportunities establishes
requirements designed to illustrate the process through which the company identifies
relevant impacts, risks, and opportunities and to clarify the information that, following

the assessment of relevance, the company has included in its sustainability statement.

In the TRO-1 disclosure requirement, the company describes the process used to identify
and assess relevant impacts, risks, and opportunities. The objective is to provide an
understanding of the process through which the company identifies impacts, risks, and

opportunities and assesses their relevance, as a basis for determining the information to
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be included in the sustainability statement. The company must disclose a description of
the methodologies and assumptions applied in the process described; an overview of the
processes for identifying, assessing, and monitoring the actual and potential impacts of
the company on people and the environment and for prioritizing them, based on due
diligence procedures, also explaining whether and how this process focuses on specific
activities, business relationships, geographies, or other factors that involve an increased
risk of negative impacts; it considers the impacts in which the enterprise is involved
through its activities or as a result of its business relationships; it involves consultation
with affected stakeholders to understand how they may be impacted, and with external
experts; it prioritizes adverse impacts based on their relative severity and likelihood, and,
where appropriate, positive impacts based on their relative magnitude, scope, and
likelihood. Also, in IRO-1, the company provides an overview of the process used to
identify, assess, and monitor risks and opportunities that have or could have financial
effects. The disclosure includes the criteria used to assess the probability, extent, and
nature of financial effects, consistent with the principles of financial materiality. It is also
required to explain how ESG risks are prioritized over other types of risks and how risk
assessment tools are used. IRO-1 then requires a description of the company's risk
management decision-making process and internal control procedures. Finally, the
company indicates the main inputs used, such as data sources, and clarifies whether the

process has changed from the previous period.

The IRO-2 disclosure standard, on the other hand, concerns the identification of ESRS
disclosure requirements. The aim is to transparently illustrate which disclosures have
been included based on the results of the materiality assessment and which topics have
been omitted as not material. To this end, the company is required to list the disclosure
requirements it has fulfilled, also indicating the page numbers or paragraphs of the
sustainability statement where the information can be found, possibly also in the form of
an index. It is also necessary to include a table of items derived from other European
Union legislation, such as SFDR Pillar 11, specifying where this information is reported
and explicitly indicating cases where an item has been assessed as not relevant. An

example table is already provided in Appendix B of ESRS 2.

The standard provides specific rules for cases where a company concludes that climate
change is not relevant and therefore omits all ESRS E1 disclosure requirements. In such

a situation, the company is required to provide a detailed explanation of the conclusions
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of its materiality assessment, including a forward-looking analysis. For other issues, if
they are deemed not to be material, a summary explanation of the conclusions reached is

sufficient.

Similar to ESRS 1, ESRS 2 also includes appendices that supplement its content and
support its operational application. These appendices provide application requirements,
structured lists, and guidance on the links between cross-cutting and thematic

requirements.

In particular, Appendix A provides application requirements to support the disclosure
requirements set out in the standard and supplements its operational content. It clarifies
how companies should apply disclosures relating to preparation criteria, governance,
strategy, impact, risk, and opportunity management, and metrics and targets. The
application requirements specify the level of detail expected and the information to be
included in order to ensure the completeness and consistency of the sustainability
statement. Appendix B contains the list of data points in cross-cutting and topical
standards that derive from other EU legislation. Appendix C contains the disclosure and
application requirements in topical ESRS that are applicable in conjunction with ESRS 2

general disclosures.

2.2 Environmental ESRS

2.2.1 Overview of environmental standards
The ESRS environmental standards define the disclosure requirements relating to the
impacts, risks, and opportunities associated with the main environmental dimensions of
sustainability and constitute the benchmark for reporting on a company's environmental
performance. They cover the issues of climate change, pollution, water resources,
biodiversity, and the circular economy. The environmental ESRS apply the
methodological framework defined by the cross-cutting standards, requiring information
to be provided across the areas of governance, strategy, IRO management, metrics, and
targets, based on the results of the double materiality assessment. The aim is to provide a
clear understanding of the effects of the company's activities on the environment and the
environmental impact on its economic and financial situation in the short, medium, and

long term.
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2.2.2 ESRS EI - Climate Change
The ESRS E1 standard specifies the disclosure requirements that enable users of
sustainability statements to understand how the company affects climate change in terms
of significant, positive, and negative impacts, both actual and potential. The required
disclosures also aim to make the company's past, present, and future mitigation efforts in
line with the Paris Agreement and consistent with the goal of limiting global warming to
1.5 °C above pre-industrial levels. For this, the standard requires companies to describe
their plans and capacity to adapt their business model to the transition to a sustainable
economy and contribute to limiting global warming. ESRS E1 also requires a description
of the nature, type, and extent of risks and opportunities relevant to the company arising
from its impacts and dependencies in terms of climate change, as well as how these risks
and opportunities are managed. A further element concerns the communication of the
short-, medium- and long-term financial effects on the company arising from climate
change risks and opportunities, thus linking environmental dimensions to economic and
financial effects. ESRS E1 is the only topical standard for which companies are explicitly
required to provide a detailed explanation when concluding that climate change is not

material.

This standard specifically addresses climate change mitigation and adaptation and also
includes energy-related issues to the extent that they are relevant to climate change.
Mitigation is understood as the company's participation in the process of limiting the
global average temperature increase to 1.5 °C above pre-industrial levels, as established
by the Paris Agreement, and includes disclosure requirements relating to the seven
greenhouse gases (GHGs) and how the company manages its emissions and associated
transition risks. Adaptation, on the other hand, refers to the process of adapting the
company to current and expected climate change. It includes information on climate
hazards that may generate acute and chronic physical risks for the company, or transition

risks arising from the need to adapt, as well as adaptation solutions to reduce these risks.

ESRS E1 takes into account the European Union's legislative and regulatory framework
on climate and sustainable finance (SFDR, EU Taxonomy, Pillar III). It should be read
and applied in conjunction with ESRS 1 and ESRS 2.

In terms of governance, the company discloses whether and how climate change
considerations are integrated into the incentive systems for members of the

administrative, management, and control bodies (E1 - GOV-3). In particular, it is
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necessary to clarify whether the incentives for these individuals are linked to the
achievement of greenhouse gas emission reduction targets in accordance with disclosure
E1-4, and what proportion of the remuneration recognized in the reporting period is linked

to these targets.

With regard to strategy, the company communicates its transition plan for climate change
mitigation, aimed at ensuring the compatibility of its business model with the transition
to a sustainable economy capable of limiting global warming to 1.5 °C and achieving
climate neutrality by 2050. The transition plan shall illustrate the consistency of the
emission reduction targets with the 1.5 °C trajectory, the main levers for decarbonization
and the actions planned across its own operations and along the value chain, as well as
the investments to support its implementation, including, where relevant, references to

indicators of alignment with the European taxonomy.

The strategic disclosure also includes a qualitative assessment of the potential locked-in
GHG emissions from key products, any exposure to coal, oil, and gas-related economic
activities, the degree of integration of the transition plan into the overall business strategy,
and the progress made in implementing the plan. If the company has not yet adopted a

transition plan, it indicates whether and when it intends to do so.

In relation to relevant climate-related impacts, risks, and opportunities, the company
distinguishes between physical risks and transition risks by describing the resilience of
its business model to climate change. This description includes the scope of the analysis,
how and when the resilience analysis was carried out, including the use of climate

scenario analysis, and the main findings.
Table 4: Classification of climate-related hazards

Classification of climate-related hazards

Temperature- | yoi 4 related | Water-related Solid mass-
related related

Changing Changing

temperature . . precipitation

Chronic (air, freshwater, Changing wind patterns and Coastal erosion
. patterns . .
marine types (rain, hail,
water) snow/ice)
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Precipitation or

ground water)

Heat stress hydrological Soil degradation
variability
Temperature Ocean Soil .
variability acidification ot erosion
Efﬁ?gom Saline intrusion | Solifluction
Sea level rise
Water stress
Cyclones,
Heat wave hurricanes, Drought Avalanche
typhoons
Storms Heavy
(including precipitations .
Cold wave/frost blizzards, dust (rain, hail, Landslide
Acute and sandstorms) | snow/ice)
Flood (coastal,
Wildfire Tornado fluvial, pluvial, Subsidence

Glacial lake
outburst

Source: Commission delegated regulation (EU) 2021/2139

With regard to the identification and assessment of IROs, the company describes the

process adopted to identify impacts on climate change, in particular the company's

greenhouse gas emissions (as required by disclosure E1-6), climate-related physical risks,

and transition risks across its own operations and value chain, both upstream and

downstream. The company explains how climate scenario analysis has been used to guide

the identification and assessment of physical and transition risks.

E1-2 requires the company to describe the policies it has adopted to manage its relevant

impacts, risks, and opportunities related to climate change mitigation and adaptation. The

objective is to describe the policies that the company has in place to identify, assess, and

remedy its impacts, risks and opportunities in relation to climate change. In particular,

69




how these policies address climate change mitigation and adaptation, energy efficiency,

and the deployment of renewable energy.

E1-3 aims to clearly illustrate the main operational initiatives through which the company
pursues its strategic climate-related objectives in line with the transition plan. The
standard requires a description of the actions taken and planned for climate change
mitigation and adaptation, as well as the resources for their implementation. The
description includes a list of the main actions carried out during the reporting period and
those planned for the future, broken down by decarbonization levers. The results achieved
or expected from these mitigation actions are also described, including actual or projected
GHG emission reductions. The actions must be related to the financial resources
necessary for their implementation, indicating the significant monetary amounts of
CapEx and OpEx. This strengthens the consistency between the company's climate

strategy, operational actions, and financial planning.

Disclosure E1-4 requires companies to indicate their -climate-related targets
demonstrating their support for mitigation and adaptation policies. Companies are
required to specify how targets have been set for reducing greenhouse gas emissions and
improving energy efficiency. If GHG emission reduction targets have been set, these must
be reported in absolute values and expressed in tons of CO: equivalent or as a percentage
of a base year. Targets must be broken down by emission scope (Scope 1, 2, and 3),
specifying the share of emissions for each, the scope of the inventory, and the types of
GHG involved. Targets must be defined on a gross basis, without including GHG
removals, carbon credits or avoided emissions. They must be accompanied by the base
year and reference value, including at least target values for 2030 and with a statement if
they are based on scientific evidence. Finally, a description of the main decarbonization

levers envisaged and their quantitative contribution must be included.
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Figure 10: Examples of combining targets and decarbonisation levers

Activity
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GHG removed from own
operations, value chain

Source: Commission Delegated Regulation (EU) 2023/2772

In E1-5, the standard requires companies to provide a detailed representation of their
energy consumption. The aim is to illustrate total energy consumption in absolute terms,
any exposure to activities related to coal, oil, or gas, and the share of energy from
renewable sources in the company's overall energy mix. The total energy consumption of
its operations must be reported, expressed in megawatt hours (MWh), distinguishing

between:

a) total energy consumption from fossil fuels,
b) total energy consumption from nuclear sources,
c) total energy consumption from renewable sources broken down into:
a. consumption of fuels from renewable sources, like biomass, biofuels and
biogas,
b. consumption of electricity, heat, steam, and cooling from renewable
sources purchased,

c. consumption of self-produced renewable energy without the use of fuels.

This breakdown allows for an accurate assessment of the composition of company’s

energy mix.

For companies operating in sectors with a high climate impact, the standard requires a
further level of detail on their consumption of energy from fossil fuels, breaking it down
into coal fuels, crude oil fuels, natural gas fuels, and consumption of electricity, heat,
steam, or cooling from fossil fuels purchased or acquired. Where applicable, the company

shall separately disclose its energy production from non-renewable sources and energy
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production from renewable sources, both expressed in MWh. In addition to absolute data,
an energy intensity indicator has also been introduced, calculated as the ratio of total
energy consumption to net revenues from activities in sectors with a high climate impact,

further strengthening the link between sustainability reporting and financial reporting.

Disclosure E1-6 requires companies to report their gross greenhouse gas (GHG)
emissions, distinguishing between scope 1, scope 2, scope 3, and total emissions, all
expressed in metric tons of CO- equivalent. This is a central element of climate reporting,
as it provides a comprehensive representation of the company's impact on climate change
and allows it to assess the transition risks associated with its business model. Scope 1
emissions illustrate the company's direct impact on climate change. Scope 2 emissions
represent the indirect impacts of the energy consumed by the company, whether
purchased or acquired. Scope 3 emissions include emissions generated throughout the
entire upstream and downstream value chain and are the main component of the GHG
inventory for many companies. Total emissions are determined as the sum of Scope 1, 2,
3 emissions and provide an overview of the company's emissions profile. In preparing its
GHG emissions disclosure, the company applies the value chain principles established by

ESRS 1.

For Scope 1 emissions, the company reports both the value of gross emissions and the
percentage covered by emissions trading schemes. For Scope 2 emissions, the disclosure
reports separately the values calculated according to the location-based and market-based
methods. Finally, Scope 3 emissions are reported for each significant category, i.e., those
categories that are a priority for the company based on the relevance assessment. In
addition to absolute data, ESRS E1 also requires a GHG emissions intensity indicator,

calculated as the ratio of total GHG emissions to the company's net revenues.

The company reports greenhouse gas removals as required by E1-7 in metric tons of CO:
equivalent, indicating the quantities and removal activities. The disclosure also includes
emission reductions achieved through mitigation projects financed by the purchase of
carbon credits. It clarifies how the use of carbon credits does not compromise the
achievement of a company’s net-zero emissions target. In the E1-8 disclosure, the
company indicates whether it uses internal carbon pricing systems and how they

incentivize the implementation of climate-related policies and objectives.
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The latest climate change disclosure requirement calls for reporting on the expected
financial effects of physical and transition risks, as well as potential climate-related
opportunities. E1-9 aims to provide transparency on how climate risks and opportunities
could significantly affect the company's financial position and performance in the short,
medium, and long term. The assessment of expected financial impacts must be consistent

with the results of the resilience analysis and scenarios used by the company.

With regard to physical risks, the company discloses the monetary amount and percentage
share of assets exposed to such risks, distinguishing between acute and chronic physical
risks over different time horizons, before taking into account adaptation actions. The
disclosure shall also include the proportion of assets affected by adaptation measures, the
location of assets exposed to physical risks, and the proportion of net revenues derived

from activities subject to such risks in the short, medium, and long term.

In the case of transition risks, the company still indicates the monetary amount and
percentage share of exposed assets, again for different time horizons and before
considering mitigation actions. The proportion of assets affected by climate change
mitigation measures, a breakdown of the carrying amount of real estate by energy
efficiency class, liabilities that could arise in the financial statements and the related
monetary amount, as well as the proportion of net revenues from assets exposed to

transition risks, must also be reported.

The standard also requires a reconciliation between the significant amounts of assets,
liabilities, and net revenues exposed to physical and transition risks with the
corresponding items in the financial statements, further strengthening the link between

sustainability and financial reporting.

Finally, the company assesses the potential financial benefits arising from climate-related
opportunities, in particular cost savings from mitigation and adaptation actions.
Quantification of the financial effects of opportunities is not mandatory for all, without
prejudice to the need for a consistent and well-founded description of the potential

identified.

223 ESRS E2 - Pollution
The ESRS E2 standard establishes disclosure requirements that enable users of
sustainability statements to understand how the company impacts air, water, and soil

pollution, as well as the use, production, and distribution of substances of concern or
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substances of very high concern. The aim is to make transparent both the relevant positive
and negative impacts, both actual and potential, and the actions taken to prevent or
mitigate actual or potential negative impacts and to address the associated risks and
opportunities. In line with the European Union's action plan “Towards Zero Pollution for
Air, Water and Soil,” the ultimate goal is to support the transition to a sustainable

economy and the creation of an environment free of toxic substances and zero pollution.

The standard applies to issues related to air pollution, understood as emissions into the
atmosphere, water pollution with reference to water emissions, soil pollution linked to
contamination phenomena, and related prevention and control measures. For substances
of concern or extremely concerning substances, the entire production, use, and
distribution cycle of the company is considered. The disclosure aims to clarify the actual
or potential impacts associated with these substances, also taking into account regulatory

restrictions that may affect the company's operations.

ESRS E2 is closely interlinked with the other environmental principles. Air pollution is
interrelated with ESRS E1 - Climate Change, which regulates the seven greenhouse
gases; water and marine resource pollution is complementary to ESRS E3 - Water and
Marine Resources; pollution is considered a direct factor in biodiversity loss and is
addressed jointly with ESRS E4 - Biodiversity and ecosystems; while the progressive
abandonment of non-renewable resource extraction and the implementation of practices
that prevent waste production, including pollution from production waste, are linked to
ESRS ES5 - Resource use and circular economy. In addition, the impacts of pollution can
have negative effects on people and communities, which fall within the scope of ESRS

S3 - Affected Communities.

From a disclosure perspective, ESRS E2 requires, in line with ESRS 2 IRO-1, a
description of the processes adopted by the company to identify relevant impacts, risks,
and opportunities related to pollution. It is necessary to explain whether and how the
location of the company's sites and activities has been analyzed to identify actual and
potential impacts, as well as whether and how consultations with affected communities

have been carried out.

Under disclosure requirement E2-2, the company discloses the main actions taken or
planned, and the resources allocated to their implementation. These actions may be placed

within a hierarchical mitigation scale, which includes avoiding pollution at source,
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reducing pollution through the adoption of best available techniques and DNSH criteria,
and finally restoring or regenerating ecosystems that have been polluted as a result of

both ordinary activities and accidents.

Requirement E2-3 requires companies to indicate the objectives they have set to support
their pollution policies and to address impacts, risks, and opportunities. The objectives
may relate to the prevention and control of air pollutants, emissions to water, soil
pollution, and the use of substances of concern or substances of very high concern. The
company may specify whether ecological thresholds (e.g., biosphere integrity) were taken
into account in setting the objectives, specifying the ecological thresholds identified and

the methodologies used for this purpose.

The standard requires the reporting of the quantities of pollutants listed in the European
Pollutant Release and Transfer Register (E-PRTR Regulation) emitted in the company's
own operations, as well as the quantity of microplastics generated or used. The
information must be consolidated, contextualized over time, and accompanied by a
description of the measurement and data collection methods. In the case of estimates, the

assumptions and levels of uncertainty must be reported.

The company is required to disclose information on the production, use, distribution, and
marketing of substances of concern, indicating the total quantities generated, used, or
placed on the market, and presenting the quantities of substances of very high concern
separately. Finally, disclosure requirement E2-6 requires the disclosure of the expected
financial effects of pollution-related risks and opportunities, in addition to the current
ones already covered by ESRS 2 SBM-3. Where possible the disclosure includes the
monetary quantification of the financial effects before taking into account pollution-
related mitigation actions, a description of the impacts considered and the time horizons
in which they are likely to materialize, as well as the assumptions used and the degree of
uncertainty involved. The information requested includes the share of net revenues
generated by products or services that are or contain substances of concern, operating and
capital expenditures related to major spills or accidents, and the costs of corrective actions

such as rehabilitating contaminated sites.

Overall, ESRS E2 provides a comprehensive picture of pollution management as an
environmental factor strengthening the link between environmental impacts, business

strategy and financial effects in line with the European Union's zero pollution goal.
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2.2.4 ESRS E3 - Water and Marine Resources
ESRS E3 specifies the disclosure requirements that enable users of the sustainability
statement to understand how the company impacts water and marine resources, in terms
of positive and negative material impacts, actual or potential, as well as the actions taken
to prevent or mitigate significant negative impacts to protect water and marine resources
(including through reducing water consumption) and to address risks and opportunities.
The principle also frames whether, how, and to what extent the company contributes to
the European Green Deal's objectives of clean air and water, healthy soil, and biodiversity.
In this perspective, ESRS E3 requires transparency on the company's ability to adapt its
strategy and business model to promote the sustainable use of water resources, based on
their long-term protection and the restoration of marine and freshwater habitats.
Consistent with the cross-cutting approach of the ESRS, the disclosure must also include
the nature, type, and extent of the company's relevant risks and opportunities in terms of
water and marine resources, and the related expected financial effects in the short,

medium, and long term.

From a thematic perspective, the principle establishes that “water” refers to surface water
and groundwater. Within the standard, information is required on water consumption in
activities, products, and services, as well as water withdrawals and discharges. With
regard to “marine resources,” the principle requires information on the extraction and use

of these resources.

ESRS E3 is closely linked to ESRS E1 with regard to acute and chronic physical risks
related to water and ocean hazards (e.g., sea level rise, drought, high water stress, and
flooding); to ESRS E2 with regard to emissions into water and the generation or use of
microplastics; to ESRS E4 with regard to the conservation and sustainable use of
freshwater ecosystems, seas, and oceans; and to ESRS E5 with regard to waste
management (especially plastic) and wastewater recycling. Like other environmental
standards, this standard highlights how impacts on water and marine resources affect

people and communities: hence the link with the affected communities addressed in ESRS

S3.

ESRS E3 requires, first and foremost, a description of the process for identifying and
assessing significant impacts, risks, and opportunities related to water and marine
resources. It is necessary to explain what type of analysis was carried out to identify actual

or potential impacts, in your own operations and along the value chain, indicating
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methodologies, assumptions, tools used, and whether you conducted consultations with
affected communities. On this basis, the standard requires the company to describe the
water and marine resource policies adopted to manage relevant impacts, risks, and
opportunities, in accordance with the MDR-P. It should be indicated whether and how the

policies address:

a) water resource management, including:
a. the use and supply of water and marine resources in its own operations,
b. water treatment as a step towards more sustainable water supply,
c. the prevention and reduction of water pollution;
b) the design of products and services with a view to addressing water-related issues
and preserving marine resources;
c) the commitment to reduce significant water consumption in water-stressed areas,

in its own operations and along the value chain.

The standard requires that if at least one of the company's sites is located in an area of
high water stress and is not subject to any policy, the company must declare this and
indicate the reasons for not adopting such policies, communicating a deadline by which
it intends to adopt them. The company also specifies whether it has adopted policies or
practices relating to the sustainability of oceans and seas. Following on from the policies,
requirement E3-2 requires the company to indicate, in accordance with the MDR-A
principles, the actions taken and planned, as well as the resources allocated for their
implementation. The company may specify at which level of the mitigation hierarchy an
action and resources can be traced: avoiding the use of water and marine resources;
reducing use, for example through efficiency measures; refining and reusing water; or

restoring and regenerating aquatic ecosystems.

In terms of objectives, E3-3 requires companies to indicate the objectives set and describe
them according to MDR-T, so as to enable an understanding of how the company intends
to support policies and address relevant impacts, risks, and opportunities. It must be
indicated how the objectives relate to areas at risk of water scarcity, marine resources,
and the reduction of water consumption. In line with E2, the standard also allows you to
specify whether ecological thresholds have been taken into account in setting the

objectives.
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The metric-operational part overseen by E3-4, requires the disclosure of information on
the company's water consumption and any progress made towards its targets. The
disclosure, referring to its own operations, includes total water consumption in m?, total
water consumption in m?® in areas at risk of water scarcity including those under high
water stress, total volume of water recycled and reused in m?, total volume of water stored
in m?, as well as the necessary contextual information. The principle also requires the
provision of information on water intensity, expressed as total water consumption in own

operations in m? per million euros of net revenue.

Finally, in parallel with environmental standards, ESRS E3 includes the obligation to
disclose the expected financial effects of risks and opportunities related to water and
marine resources, in addition to the current financial effects required by ESRS 2 SBM-3.
The disclosure includes, where possible, the monetary quantification of the expected
financial effects before considering actions related to water and marine resources, or
qualitative information when quantification is not possible, and the assumptions used,

including sources and level of uncertainty.

2.2.5 ESRS E4 - Biodiversity and Ecosystems
ESRS E4 specifies the disclosure requirements that enable users of the sustainability
statement to understand how the company affects biodiversity and ecosystems, in terms
of positive and negative, actual and potential material impacts, including the extent to
which it contributes to the causes of biodiversity loss and ecosystem degradation. The
standard requires transparency regarding the actions taken to prevent or mitigate
significant negative impacts and to protect and restore biodiversity and ecosystems and
describes the company's ability to adapt its business model in line with respect for
planetary boundaries (biosphere integrity and land-system change). In line with the ESRS
approach, the disclosure must also cover the nature, the type and the extent of relevant
risks, dependencies and opportunities related to biodiversity and how the company
manages them, as well as the short- medium- and long-term financial effects of relevant

risks and opportunities.

The definition of “biodiversity” and “biological diversity” focuses on the variability of
living organisms including terrestrial, marine and freshwater ecosystems. Biodiversity
and ecosystems are closely linked to other environmental issues: the main factors of direct

change include climate change, pollution, land use change, water use change, direct
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exploitation of organisms and invasive alien species. Impacts on biodiversity and

ecosystems also affect people and communities.

In addition to those of ESRS 2, ESRS E4 includes thematic requirement E4-1 relating to
the transition plan and attention to biodiversity in the strategy and business model. The
aim is to illustrate corporate resilience in relation to biodiversity and ecosystems and the
compatibility of the strategy and business plan with relevant public policy objectives at
local, national, and global levels. The company describes: an assessment of resilience to
physical, transition, and systemic risks related to biodiversity and ecosystems; the scope
of the analysis in relation to its own operations and value chain; key assumptions; time
horizons; results; and stakeholder engagement, including, where appropriate, indigenous
and local knowledge holders. The company is expected to communicate a transition plan
to improve its business model and strategy and achieve alignment with the EU 2030

strategy, in accordance with the planetary boundaries referred to.

In line with SBM-3, the company communicates information that qualifies the location

and materiality of impacts. In particular, the company communicates:

a) a list of sites relevant to its operations, specifying activities that adversely affect
areas sensitive in terms of biodiversity,

b) whether it has identified any significant adverse impacts in terms of soil
degradation, desertification, or soil sealing,

c) whether its operations have any impact on endangered species.

In section IRO-1, the requirement is to describe the process for identifying relevant
impacts, risks, dependencies, and opportunities. The description must include whether
and how the company: has identified and assessed actual and potential impacts on
biodiversity and ecosystems at its sites and along the value chain, including assessment
criteria; has identified and assessed dependencies on biodiversity; has identified and
assessed physical and transition opportunities and risks based on impacts and
dependencies; has considered systemic risks; has conducted consultations with affected
communities and the relevant methods of involvement in the assessment of relevance
when they are likely to be affected. The standard allows companies to indicate whether
and how they have used scenario analysis related to biodiversity and ecosystems to guide
the identification of short-, medium-, and long-term risks and opportunities (justifying

the selection of scenarios).
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Specifically, the company is required to indicate whether even a single site is located
within or near areas that are sensitive in terms of biodiversity and whether its activities
have a negative impact, also referring to the EU Birds and Habitats Directives and the

EIA regulations.

Downstream of the processes, requirement E4-2 requires a description of the policies
adopted to manage impacts, risks, dependencies, and opportunities relevant to
biodiversity and ecosystems, in accordance with the MDR-P. The company also describes
how the policies address relevant impacts related to biodiversity and ecosystems; address
dependencies, opportunities, or physical and transition risks; and promote the traceability
of products along the value chain. In particular, the company indicates whether it has
adopted a policy to protect biodiversity and ecosystems for operational sites near sensitive
areas; sustainable agricultural land use policies or practices; sustainable marine use

policies or practices; policies to address deforestation.

Requirement E4-3 requires disclosure of actions and resources allocated to their
implementation in accordance with the MDR-A. In addition, the company may indicate
how it has applied the mitigation hierarchy, which includes prevention, minimization,
restoration, and compensation measures. Where biodiversity offsets have been used, the
company indicates the objective and KPIs used, the financial effects in monetary terms,

and a description of the offsets.

Section E4-4 contains a description of the objectives set in accordance with MDR-T,
intended to ensure how the company supports the policies. The disclosure includes the
objectives to which ecological thresholds have been applied; the objectives in line with
the post-2020 global framework, the EU 2030 strategy, and other national
policies/regulations;  the relationship between objectives and identified

impacts/dependencies/risks/opportunities; and the geographical scope.

Requirement E4-5 requires disclosure of metrics related to significant impacts to illustrate
the company's performance. If the company owns sites located within or near sensitive
areas in terms of biodiversity that it negatively impacts, it shall indicate the number and
area in hectares of sites owned, leased, or managed within or near such protected areas.
For certain information, the standard requires only the company's own operations to be
considered and, depending on the impacts identified, allows relevant metrics to be

disclosed.
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Finally, requirement E4-6 requires the disclosure of expected financial effects in addition
to the current financial effects required by SBM-3. The objective is to illustrate the
expected financial effects of significant risks arising from impacts and dependencies and
how these affect the financial position in the short, medium, and long term. The disclosure
includes a monetary quantification of the expected financial effects before considering
remedial actions; a description of the effects considered, the impacts and dependencies to
which they refer; the time horizons and assumptions used, including sources and level of

uncertainty.

2.2.6 ESRS ES - Resource Use and Circular Economy
The latest environmental standard helps to understand how a company uses resources,
including efficiency and the use of renewable resources, in terms of significant positive
and negative impacts, whether actual or potential. The standard requires transparency on
actions taken to prevent or mitigate negative impacts from resource use and on the ability
to adapt its strategy to circular economy principles, including minimizing waste and

maintaining maximum product value.

ESRS ES5 establishes disclosure requirements relating to ‘resource use’ and ‘circular

economy’ with a particular focus on:

e incoming resource flows,
e outgoing resource flows,

e waste.

The term “circular economy” refers to an economic system in which the value of products,
materials and resources is maintained for as long as possible, improving efficient use,
decreasing environmental impact and minimizing waste and the release of hazardous
substances. The goal is to maximize the value of resources, products and materials by
creating a system that allows for their durability, reuse and recycling. To measure the
transition from a “take, make, dispose” model to a circular system, the principle is based
on measuring physical resource flows through “input resource flows” and “output

resource flows” reports.

A circular economy is a system that strives for the sustainable use of resources from
extraction through consumption to waste management. This system brings multiple
environmental benefits such as reducing material and energy consumption and

atmospheric emissions or limiting water withdrawals and discharges, thereby reducing
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the impact on biodiversity. They are therefore also covered in other environmental ESRS.
The impacts of the circular economy, particularly those related to waste, can also have

repercussions on people and communities.

In terms of disclosure requirements, the company describes the process for identifying
and assessing the relevant impacts, risks, and opportunities associated with resource use
and the circular economy for resource inflows, outflows, and waste. It must disclose the
type of analysis carried out to identify IROs in its own operations and along the value
chain, with related assumptions and tools used, and whether it has conducted

consultations, in particular with affected communities.

On the policy side, E5-1 serves to describe the extent to which the company has policies
in place to identify, assess, and manage its relevant impacts, risks, and opportunities. In
summary, the company indicates how its policies address the progressive abandonment
of virgin resources, including the use of recycled resources, moving increasingly towards

greater use of renewable resources.

It is required to indicate the actions taken and planned, with the related resources allocated
to their implementation, to achieve strategic goals and objectives. In addition to this
MDR, the company may specify how an action relates to: higher levels of efficiency in
the use of materials, higher rates of use of recycled materials, application of business
practices such as repair, reconditioning, or recycling, actions to prevent waste generation

in the value chain, and more.

E5-3 outlines the objectives adopted to support the policy and address relevant impacts,
risks, and opportunities, according to the MDR-T. The disclosure indicates how the
company's objectives are linked to resource inflows and outflows, including waste. More
specifically: increasing circular product design (durability, dismantling, repairability,
etc.), increasing material utilization rates, minimizing primary raw materials, waste
management, and other relevant issues. The company may indicate whether ecological
thresholds are considered, specifying whether the objectives are mandatory by law or

optional.

The purpose of the metrics is to illustrate the use of resources in its own operations and
along the upstream value chain. The information required in E5-4 includes a description
of the inflows of resources: products (including packaging) and materials, water, plant,

and machinery used in its own operations and along the upstream value chain. When the
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company concludes that input streams are a relevant sustainability issue, it discloses the
following information on the materials used for its products and services: the total weight
of products and materials used; the percentage of materials from a sustainable supply
chain, with information on the certification system; the weight, in absolute terms and as
a percentage, of reused or recycled secondary components. It is necessary to indicate

whether the data is derived from direct measurements or estimates.

Requirement E5-5 illustrates how the company contributes to the circular economy by
designing products in line with circular economy principles and waste reduction strategies
in its activities. A description is provided of the main products resulting from the
production process and designed according to circular principles, including durability,
reusability, reparability, or recirculation. In cases where outgoing resource flows are
significant, the expected durability of the products compared to the industry average,
repairability, and the rate of recyclable material in products and packaging must also be

indicated.

With regard to waste, the company is required to report the total quantities produced by

its own operations during the reporting period, in tons or kilograms. Specifically:

e the total amount of waste produced,
e the total amount of waste not destined for disposal and intended for the following
recovery operations:
o preparation for reuse,
o recycling,
o other recovery operations,
e the quantity of waste destined for disposal, indicating the type of treatment:
o incineration,
o landfill disposal,
o other operations.

e the total quantity and percentage of non-recycled waste.

When indicating the composition, the company also specifies the total quantity of

hazardous waste and radioactive waste produced.

Finally, companies are required to indicate the expected financial effects of the significant
risks and opportunities arising from the impacts associated with the circular economy.

This serves to illustrate the expected financial effects of significant risks and how these
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risks affect the economic and financial position in the short, medium, and long term. The
same applies to the expected financial effects due to opportunities arising from resource
use and the circular economy. The disclosure includes a monetary quantification of the
expected effects, a description of the effects considered, the impacts, dependencies, and

time horizons of manifestation, as well as assumptions and the level of uncertainty.

2.3 Social ESRS

2.3.1 Overview of social standards
Social sustainability represents that dimension of sustainability which concerns the
relationship between the company and people, both within the organization and along the
value chain and in the local contexts in which the company operates. In general terms, it
concerns the company's ability to operate in compliance with human rights, decent
working conditions, inclusion, and social well-being, contributing to the creation of not
only economic but also social value. The ESRS framework is not limited to human capital
management in the strict sense but takes a perspective consistent with the dual relevance
approach and with a focus on the various stakeholder groups along the value chain. Social
ESRS reporting is structured around four categories of subjects, each characterized by a
different relationship with the company. This structure reflects the complexity of the
social interactions generated by the company's activities, avoiding a reductive view of

social sustainability as an exclusively “internal” issue.

e The ESRS SI standard is dedicated to the company's own workforce, i.e., people
who work directly for the company. This category includes employees, regardless
of their type of contract, and other forms of work that fall under the direct control
of the organization. The direct workforce represents the core of the company's
human capital and is the first area in which the company's social responsibilities
manifest themselves, in terms of working conditions, skills development, and
protection of human dignity. The centrality of S1 reflects the role of labor as a
productive factor and a key element in value creation.

e The ESRS S2 standard extends the analysis to workers along the value chain,
including people working for suppliers, business partners, or other entities with
which the company has upstream or downstream economic relationships.
Although not formally employed by the company, these workers may be
significantly exposed to the effects of corporate decisions, especially in contexts

characterized by complex and international supply chains. It is highlighted that
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social sustainability must consider the operational interdependencies and indirect
responsibilities that arise from expansion into global markets.

e The ESRS S3 standard focuses on affected communities, defined as groups of
people who live or operate in the territories where the company conducts its
activities. Communities include, for example, local residents, indigenous peoples,
or other collective entities that may be affected, positively or negatively, by the
company's operations. In this case, social sustainability takes on a territorial and
collective dimension, emphasizing the relationship between the company and its
surrounding human environment, as well as respect for collective rights and local
social dynamics.

¢ Finally, the ESRS S4 standard concerns consumers and end users of the company's
products and services. This category includes people who come into contact with
the company through the market during the use or consumption phase of the offer.
The relevance of S4 lies in the recognition that products and services can generate
social effects that go beyond the economic transaction, affecting the health, safety,
and protection of users' rights. The focus on consumers completes the social

perspective of the ESRS, extending it to the final stage of the value chain.

Taken together, the social ESRS standards provide a framework for interpreting
sustainability as a set of relationships between companies and people in their various
roles: internal workers, external workers, community members, and end users of products
and services. This approach allows the social dimension to be viewed not as residual to
the environmental or economic dimensions, but as a structural component of value

creation.

2.3.2 ESRS S1 - Own workforce
The ESRS S1 Own Workforce standard specifies the disclosure requirements that enable
an understanding of the significant impacts that the company has on its own workforce,
as well as the associated risks and opportunities. It describes how the company affects its
own workforce in terms of significant impacts; the actions it has taken to prevent and
mitigate risks and negative impacts; the nature, type, and scope of risks and opportunities
in terms of its own workforce and how it manages them; and finally, the short-, medium-
, and long-term financial effects of these risks and opportunities. The standard also

requires an explanation of the company's general approach to certain social issues:
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e working conditions,
e equal treatment and opportunities,

e other work-related rights.

The workforce includes both those who have an employment relationship with the
company, i.e., employees, and those who have a labor contract, or self-employed workers,
who work on behalf of the company. Workers in the value chain, which are dealt with
later in ESRS S2, are excluded. The standard is also intended to make it clear “to what
extent the company is aligned with” and complies with international and European
conventions or instruments on human rights, such as the UN Guiding Principles on
Human Rights, the OECD Guidelines, the ILO Declaration, or the EU Charter of
Fundamental Rights.

In terms of disclosure requirements in coordination with ESRS 2, the company
communicates how the opinions and rights of its workers guide its strategy and business
model, including with regard to respect for human rights, recognizing its workforce as a
key stakeholder group. In addition, it is required to describe the types of employees and
non-employees subject to significant impacts; to distinguish, in the case of negative
impacts, whether these are widespread in the contexts in which the company operates or
whether they are related to individual incidents; to describe the activities that have
positive impacts and the workers affected by them; to consider the impacts on its own
workforce resulting from transition plans, such as job losses or creation, but also

upskilling; and to specify operations at serious risk of forced labor and child labor.

In disclosure S1-1, the company describes the policies adopted to manage its significant
impacts on its own workforce, together with the associated risks and opportunities. A key
section concerns commitments to human rights policy for its own workforce, which
includes processes and mechanisms to verify compliance with the UN Guiding Principles,
the ILO Declaration and the OECD Guidelines. On this issue, the company focuses on
issues relevant to the labor rights of its own workers, the involvement of its own workers
in company decisions and measures to remedy any impacts on human rights. The
company discloses whether it has a policy for preventing or managing workplace
accidents, policies for eliminating discrimination and harassment in the workplace,
policies for promoting equal opportunities or diversity and inclusion as well as how these

policies are implemented through specific procedures.
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With S1-2, the company indicates the general processes for involving its workers in
matters relating to significant actual and potential impacts on its workforce. This serves
to illustrate, “as part of the ongoing due diligence process,” how the company involves
its workers and their representatives in matters that affect or may affect them, and how
these perspectives are taken into account in decision-making processes. In concrete terms,
the company explains whether engagement takes place directly with the workforce or
through representatives; at what stages, with what type of engagement and how often;
which function is responsible for ensuring engagement; whether there is a global
framework agreement on respect for human rights; how the effectiveness of engagement
is assessed. The standard also requires attention to be paid to “particularly vulnerable
and/or marginalized” workers, e.g., women, migrants, people with disabilities, and
transparency: if there is no general engagement process, the company must declare this

and indicate a deadline by which it intends to establish one.

The company describes the processes for remedying negative impacts on its own workers
in disclosure S1-3. Formal means, such as complaint mechanisms, through which workers
can make their needs known and “how these will be addressed” should be clarified. In
particular, the company communicates: the general approach and remediation processes
when it contributes to causing a significant negative impact; the specific reporting
channels available to workers; any complaint handling mechanism; how it monitors the
issues raised and how it ensures the effectiveness of the channels. Furthermore, the
company indicates how it assesses workers' awareness of these structures and whether
there are anti-retaliation policies for those who use them, with possible reference to ESRS
G1-1 if already communicated. Here too, the transparency clause applies: if there are no
reporting channels in the workplace, the company declares this and may indicate a

deadline for setting them up.

In S1-4, the company explains how it has taken action to address relevant impacts, risks,
and opportunities in relation to its workforce, with a summary description of its action
plans. For significant impacts, the company describes the actions taken, planned or in
progress to prevent or mitigate negative impacts; whether and how it has taken action to
remedy actual negative impacts; and any initiatives with the primary objective of
producing positive impacts. For risks and opportunities, the company describes what
actions are planned or ongoing to mitigate significant risks arising from impacts and

dependencies and what actions are planned or ongoing to pursue significant opportunities.
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The company indicates how it ensures that its practices do not contribute to significant

negative impacts.

The company indicates any results-oriented time-bound targets set to (a) reduce negative
impacts, enhance positive impacts, or manage risks and opportunities. The purpose of S1-
5 is to illustrate the extent to which the company uses results-oriented targets to direct
and measure progress. In addition, the target-setting process is communicated, specifying

whether it has interacted directly with its own workforce.

The main characteristics of employees are also described: the objective of S1-6 is to
contextualize the other disclosures and serve as a basis for calculating quantitative

metrics. The following information is disclosed:

a) the total number of employees broken down by gender and country, for countries
with at least 50 employees or at least 10% of the total,

b) the total number of permanent employees and their breakdown by gender, fixed-
term employees and their breakdown by gender, variable-hour employees and
their breakdown by gender,

c) the total number of employees who left the company and the turnover rate,

d) any necessary contextual information.

Optionally, you may indicate breakdowns by region and further details on full-time/part-

time with breakdown by gender and region.

Table 5: Template for presenting information on employee head count by gender
Template for presenting information on employee head count by gender

Gender Numgf;a%fce;ﬁggyees
Male
Female
Other
Not reported
Total Employees

Source: Commission Delegated Regulation (EU) 2023/2772
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Table 6: Template for presenting information on employees by contract type, broken down by
gender

Template for presenting information on employees by contract type, broken down
by gender (head count or FTE) (reporting on full-time and part-time employees is

voluntary)
[Reporting period]
FEMALE MALE OTHER (*) NOT TOTAL
DISCLOSED

Number of employees (head count / FTE)

Number of permanent employees (head count /FTE)

Number of temporary employees (head count /FTE)

Number of non-guaranteed hours employees (head count /FTE)

Number of full-time employees (head count /FTE)

Number of part-time employees (head count /FTE)

*QGender as specified by the employees themselves.
Source: Commission Delegated Regulation (EU) 2023/2772

The company describes the main characteristics of non-employees, such as self-employed
workers, to clarify the extent to which it uses such workers. S1-7 reports the total number,
methodologies, and contextual information on fluctuations. It may describe the most
common types of non-employees, their relationship with the company, and the type of
work performed. If no data is available, it may provide an estimate, explaining the criteria

used for its calculation.

S1-8 discloses the percentage of total employees covered by collective agreements, the
existence of one or more collective agreements within the EEA and, if so, the overall
percentage of its employees covered, while outside the EEA, the percentage of its own

employees covered by collective agreements, broken down by region.
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The gender distribution among senior management and the age distribution of its
employees is shown in S1-9. This serves to illustrate the gender distribution in numbers
and percentages at senior management level and the distribution of employees by age

group: under 30, between 30 and 50, and over 50.

Whether its employees receive adequate wages and, for those who do not receive
adequate wages, the countries and percentage of employees affected are described in S1-

10.

Whether the company's employees are covered by social protection against loss of income
due to major life events and, if not, the countries where this is not the case are described
in S1-11. Events for which employees may receive social protection, through public
programs or benefits offered by the company, include illness, unemployment,

occupational injury or disability, parental leave, or retirement.

In S1-12, the company reports the percentage of its employees with disabilities, while in
S1-13, it reports on the training and skills development activities that have been offered
to employees in the context of continuous professional development to improve their
skills and promote continued employability. The disclosure includes the percentage of
employees who participated in training activities, broken down by gender, and the average

number of hours per employee and gender.

S1-14 reports on the coverage of the health and safety management system, indicators on
accidents, illnesses, and work-related deaths. It includes the percentage of workers
covered by systems based on legal requirements; the number of deaths due to work-
related injuries and illnesses; the number and rate of recordable work-related accidents;
for company employees, cases of recordable work-related illnesses and days lost. Deaths

must also be reported for “other workers operating on company sites.”

The percentage of employees who were entitled to family leave is indicated in S1-15. The
gender pay gap as a percentage is indicated in S1-16. In particular, the enterprise indicates
the percentage of the pay gap between female and male employees and the ratio between

the remuneration of the highest-paid person.

(Average gross hourly pay level of male employees — average gross hourly pay level of female employees) 100
x

Average gross hourly pay level of male employees

Source: Commission Delegated Regulation (EU) 2023/2772, Formula to calculate the gender
pay gap
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Annual total remuneration for the undertaking's highest paid individual

Median employee annual total remuneration (excluding the highest — paid individual)

Source: Commission Delegated Regulation (EU) 2023/2772, Formula for the annual total
remuneration ratio

Finally, the company discloses the number of incidents and complaints related to work
and serious human rights impacts within its own workforce, as well as related fines and

penalties or relevant compensation for the reporting period in S1-17.

233 ESRS S2 - Workers in the Value Chain
ESRS S2 enables understanding of the impacts on workers in the value chain and the
relevant risks and opportunities, including how the company affects workers in the value
chain in terms of significant positive and negative impacts, actual or potential; any actions
taken to prevent, mitigate, or remedy actual or potential negative impacts, to address risks
and opportunities and the results achieved; the nature, type and extent of relevant risks
and opportunities, including those related to impacts and dependencies, and how the
enterprise manages them; the short-, medium- and long-term financial effects of risks and

opportunities.

To achieve this objective, the standard requires an explanation of the general approach
adopted by the company to identify and manage relevant impacts in relation to three sub-

topics:

a) working conditions, where we find as sub-subtopics safe work, working hours,
adequate wages, social dialogue, freedom of association, collective bargaining,
work-life balance, health and safety,

b) equal treatment and opportunities for all, which includes sub-subtopics such as
gender equality and equal pay, training and skills development, inclusion of
people with disabilities, measures against violence or harassment and diversity,

c) other labor-related rights, including child labor, forced labor and privacy.

The scope is deliberately broad. It covers all workers in the upstream and downstream
value chain who are or may be significantly impacted by the company, including those
related to its own operations, products, services and business relationships. This includes

workers who are not part of the “own workforce,” which is governed by ESRS S1.

91



In terms of disclosure requirements, the company indicates how the interests, opinions,

and rights of workers in the value chain who are potentially subject to significant impacts,

including with regard to respect for human rights, guide the company's strategy and

business model, recognizing them as a “key group of affected stakeholders.”

With SBM-3, the company clarifies whether and how the impacts identified through IRO-

1 derive from or are linked to the business strategy or model. Furthermore, the standard

requires that all workers in the value chain who are likely to be significantly impacted are

included in the scope of the disclosure and that the following be provided:

a)

b)

c)

d)

a brief description of the types of workers in the value chain who could be
significantly impacted by the company, distinguishing between:

a. workers who carry out their activities at the company's premises but who
are not part of its own workforce,

b. workers who work for entities in the value chain upstream of the company
(extraction, raw material collection, refining, manufacturing and
processing),

c. workers who work for entities in the value chain downstream of the
company (logistics, distributors, retailers),

d. workers who carry out operations in a joint venture or special purpose
vehicle,

e. workers who are particularly vulnerable to negative impacts (e.g., trade
unionists, migrants, home workers, women, young people).

All geographical areas or commodities where there is a significant risk of child
labor, forced or compulsory labor among workers in the enterprise's value chain.
In the case of significant adverse impacts, whether:

a. widespread or systemic in the contexts in which the company operates,
sources or has other business relationships (e.g. child labor or forced labor
in certain raw material supply chains),

b. related to individual incidents (e.g. industrial accidents or an oil spill).

In the case of significant positive impacts, a brief description of the activities that
lead to the positive impacts, including the provision of opportunities for the
workforce, such as job creation and skills enhancement in the context of a “just
transition,” as well as a brief description of the types of workers in the value chain

who are or could be positively affected.
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e) Any significant risks and opportunities for the company arising from impacts on

workers in the value chain and dependencies on them.

The section on managing impacts, risks and opportunities is divided into four disclosure
requirements that are similar to those seen in S1, but applied to the supply chain. The
company describes the policies adopted to manage significant impacts on workers in the
value chain and the related risks/opportunities in S2-1, clarifying the extent to which it
has policies in place and whether these apply to specific groups or all workers in the value
chain. It also includes its human rights policy commitments, with processes and
mechanisms to monitor compliance with the UN Guiding Principles and OECD
Guidelines. It indicates whether the policies explicitly address human trafficking, forced
labor, and child labor, as well as the possible existence of a supplier code of conduct. It
also reports on the extent to which cases of non-compliance with the UN Guiding
Principles, the ILO Declaration on Fundamental Rights at Work, or the OECD Guidelines

have been reported.

S2-2 describes the general processes for involving workers in the value chain on the actual
and potential impacts that affect them. It specifies whether involvement is direct or
through representatives, the stages, type and frequency, the function with operational
responsibility, the existence of any global framework agreements or agreements with
global trade unions, including with regard to the right to collective bargaining. It also
clarifies, where applicable, the measures taken to better understand the views of
particularly vulnerable or marginalized workers, such as women, migrants, and people

with disabilities.

The company describes the processes for remedying the negative impacts to which it is
linked and the channels available to workers in the value chain to express concerns and
receive assistance in S2-3. It clarifies the general approach, the availability of specific
channels made available by the company and the methods of control, monitoring and
verification of effectiveness, including how it assesses reliance on these channels and

policies against retaliation.

The S2-4 disclosure explains how the company intervenes to address significant impacts,
manage risks and pursue opportunities for workers in the value chain. It provides a
summary description of action plans and resources in line with MDR-A, details actions

taken or planned to prevent or mitigate negative impacts, initiatives to produce positive
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impacts and how it monitors and evaluates their effectiveness. It explains the processes
by which it identifies the necessary and appropriate action in response to a particular
adverse impact on workers in the value chain, the approach to intervention in relation to
specific adverse impacts on workers in the value chain and how it ensures that
remediation processes are available and effective in terms of implementation and results.
On the risks and opportunities front, it indicates what actions have been planned to
mitigate risks in relation to workers in the value chain, as well as assessing their
effectiveness in practice and what action has been planned to pursue opportunities
relevant to the company in relation to workers in the value chain. The company also
indicates whether any serious human rights issues and incidents related to its upstream

and downstream value chain have been reported and, where applicable, discloses them.

Finally, in the metrics and targets section, the standard requires the disclosure of any time-
bound and results-oriented targets set to reduce negative impacts, enhance positive
impacts and manage risks and opportunities in S2-5. The summary description of the
targets includes the target-setting process, specifying whether and how the company has
interacted directly with workers in the value chain to set targets, monitor performance and

identify improvements.

2.3.4 ESRS 83 - Affected Communities
ESRS S3 specifies the disclosure requirements that will enable an understanding of the
significant impacts on affected communities, together with the risks and opportunities
associated with the company's own operations and value chain, including through
products, services and business relationships. In particular: how the company affects
communities in areas where serious impacts are most likely to occur, in terms of
significant positive and negative impacts; any actions taken to prevent, mitigate, or
remedy negative impacts and to address risks and opportunities; the nature, type, and
extent of significant risks and opportunities related to impacts and dependencies in
relation to affected communities and how the company manages them; as well as the

short-, medium-, and long-term financial effects of risks and opportunities.

In order to achieve this objective, the principle requires an explanation of the general
approach adopted by the enterprise to identify and manage any significant actual and

potential impacts on affected communities in relation to the following aspects:
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a) the economic, social and cultural rights of communities (e.g. adequate housing,
adequate food availability, water and sanitation, impacts on land and security),

b) the political and civil rights of communities (e.g. freedom of expression, freedom
of association and impacts on human rights defenders),

c) the specific rights of indigenous peoples (e.g. free consent, self-determination and

cultural rights).

It is also required to explain how these impacts and the company's dependencies on the
affected communities may give rise to significant risks or opportunities. The standard
should be applied if impacts, risks, or opportunities related to affected communities are
identified through the materiality assessment process. In complying with SBM-2, the
enterprise indicates how the views and interests of affected communities, including
respect for their human rights and their rights as indigenous peoples, where applicable,
guide the enterprise's strategy and business model, recognizing that affected communities

are a key stakeholder group.

In complying with SBM-3, the enterprise indicates how impacts on affected communities
arise from the business strategy and model and how these guide the business strategy and
model, contributing to their adaptation. Similarly, the enterprise indicates the relevant
risks and opportunities arising from impacts and dependencies in terms of affected
communities. In addition, all affected communities that may experience relevant impacts
are identified, including those directly related to its own operations, value chain, or even
through products, services, and business relationships. A brief description of the types of
communities subject to relevant impacts is included, including communities near
operating sites, along the value chain, at the end points of the value chain, and indigenous
peoples' communities. A distinction should be made between generalized or systemic
negative impacts, or those connected to individual incidents or specific business
relationships. For significant positive impacts, a description of the activities that cause
them and the types of communities affected is required. In describing the main types of
communities that are or could be negatively affected, the company indicates how it has
managed to understand how those communities with those characteristics are most
exposed to risks and specifies whether these affect specific groups rather than all affected

communities.
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In S3-1 the company describes the policies it has adopted to manage significant impacts
on affected communities, as well as the related significant risks and opportunities. It
serves to illustrate the extent to which the company has policies in place to identify, assess
and remedy significant impacts, risks or opportunities relating to affected communities.
It should describe its human rights policy commitments relevant to affected communities,
including mechanisms for monitoring compliance with the UN Guiding Principles, the
ILO Declaration or the OECD Guidelines. The company focuses on relevant issues in

relation to the following aspects:

a) respect for the human rights of communities and indigenous peoples,
b) dialogue with affected communities,

c) measures to remedy human rights impacts.

The processes for engaging affected communities on the actual and potential impacts on
them are described in S3-2. It is indicated whether affected communities are engaged on
impacts and how their views are taken into account in the decision-making process. The
disclosure includes the direct engagement of communities, the stages at which
engagement takes place, the type and frequency of engagement and the function
responsible for ensuring that such engagement takes place. It is also required to indicate
how the company assesses the effectiveness of the involvement and whether it takes
specific measures to understand the views of particularly vulnerable communities. Where
the affected communities are indigenous peoples the company describes how it ensures

respect for their particular rights.

ESRS S3-3 requires a description of the processes in place to remedy negative impacts
on communities with which the company is connected, as well as the channels available
to communities to express concerns and needs. The general approach to remedy is
explained and any channels are described, indicating whether they are made available
directly by the company or through third-party mechanisms. A description of the methods
used to control and monitor the issues raised and the measures adopted to ensure the
effectiveness of the channels is also required, as well as an indication of any policies

aimed at protecting people who use these tools from retaliation.

With regard to actions taken to address significant impacts, ESRS S3-4 requires
companies to indicate how they intervene to address impacts, manage risks, and seize

opportunities. The disclosure has a dual purpose: on the one hand, to illustrate the actions
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and initiatives through which the company seeks to prevent or mitigate significant
negative impacts on the communities concerned and, on the other, to describe how the
company pursues significant positive impacts on the communities concerned. At the same
time, the ways in which the company addresses risks and pursues opportunities in relation
to affected communities must also be clarified. To this end, the company provides a
summary description of the action plans and resources put in place to manage IROs in
relation to affected communities. The actions taken or planned to prevent or mitigate
negative impacts and any initiatives put in place to produce positive impacts are
described. A description of the approach adopted in relation to operational practices, land
acquisition and use, planning, closure of activities, natural resource management, as well
as an indication of any serious human rights issues or incidents in relation to the

communities concerned, is also required.

Finally, ESRS S3-5 requires the disclosure of any time-bound and results-oriented targets

set in relation to the following aspects:

a) reduction of negative impacts,
b) enhancement of positive impacts,

c) management of risks and opportunities for affected communities.

The disclosure serves to illustrate the extent to which the company uses these targets to
measure progress over time. The company also indicates the process for setting targets,
specifying whether it has interacted directly with affected communities in setting targets,

monitoring performance, and measuring improvements.

235 ESRS S4 - Consumers and End-users
ESRS S4 specifies the disclosures that enable an understanding of the material impacts
on consumers and end users associated with the company's operations, value chain,

products, or services, and the related material risks and opportunities, including:

a) how the company affects consumers or end users of its products or services in
terms of significant positive and negative impacts, both actual and potential,

b) any actions taken to prevent or mitigate negative impacts and to address risks and
opportunities,

c) the nature, type, and extent of risks and opportunities related to dependencies in

relation to end users, and how the company manages them,

97



d) the short-, medium-, and long-term financial effects on the company caused by

risks and opportunities in terms of consumers and/or end users.

In order to achieve this objective, the standard requires an explanation of the general
approach adopted to identify and manage the significant impacts on consumers associated

with its products and services in relation to the following sub-topics:

a) impacts on end users related to information, such as privacy, freedom of
expression, and access to information,

b) personal safety of end users, or sub-sub-topics such as health, personal safety, and
child protection,

c) social inclusion of end users, including sub-sub-topics such as non-discrimination,

access to products and services, and responsible commercial practices.

The standard also requires clarification of how these impacts, as well as the company's
dependence on consumers, may give rise to significant risks or opportunities for the
company. For example, in terms of the reputation of products or services in relation to
supply and the possible consequent damage to the company's commercial performance.
Conversely, confidence in products or services can bring commercial benefits, with

increased sales and an expansion of the consumer base in the future.

In the strategic section, in line with SBM-2, the company indicates how the interests and
rights of end consumers guide its strategy and business model, recognizing them as a key
stakeholder group. In connection with SBM-3, it is indicated whether the identified
impacts on consumers derive from the strategy or the business model and how these guide
the future strategy and business model. In addition, the relationship between risks and
opportunities with end consumers, strategy, and business model is described. The
description provides a brief overview of the types of end consumers impacted,
distinguishing, for example, between consumers of inherently harmful products, or users
of services that are potentially critical to the right to privacy, individuals who need
accurate and accessible information on products or services, such as manuals and product
labels, to avoid potentially harmful use, and groups that are particularly vulnerable to

impacts on health or privacy, such as children or people who are financially vulnerable.

In terms of managing impacts, risks, and opportunities, requirement S4-1 requires
companies to describe the policies adopted to manage the relevant IROs of products or

services on end consumers. The disclosure serves to illustrate the extent to which the
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company has policies in place to identify, manage, and remedy relevant impacts, as well
as policies governing risks or opportunities related to end users. These policies are framed
in relation to the MDR-P and the company specifies whether they concern specific groups
or all end consumers. Companies are also required to describe their commitments to
relevant human rights, including processes and mechanisms for monitoring compliance
with international standards, such as the UN Guiding Principles, the ILO Declaration and
the OECD Guidelines. They are required to indicate whether their policies comply with
international standards, reporting any violations found in the downstream value chain that

affect end users.

In disclosure S4-2, the company indicates the general processes for engaging end users
on the material impacts that affect them. As part of the due diligence process, it serves to
illustrate how the company engages consumers by indicating how their views are taken
into account. It should explain whether the engagement is direct, the stages at which it
takes place, the type of engagement, the frequency and the function responsible for
ensuring engagement. Where appropriate, the company shall indicate the measures taken
to better understand the views of particularly vulnerable or marginalized groups such as
persons with disabilities or minors. If the company has not adopted a general engagement
process, it shall disclose this and may indicate a timeframe within which it intends to

establish one.

The description of the processes in place to remedy negative impacts on consumers, as
well as the channels available for expressing concerns and receiving assistance in this
regard, is required by obligation S4-3. The official means by which consumers' concerns
and needs can be communicated directly to the company, for example through complaint
mechanisms, are described. The company details its general approach and remedial
processes, the existence of any specific channels, and how it monitors issues relating to
the effectiveness of these channels. It must also disclose whether there are any policies in
place to protect against retaliation, with possible reference to ESRS G1-1, and if it has
not made such channels available, it must disclose this, indicating a deadline by which

they will be put in place.

In disclosure S4-4, the company indicates how it intervenes to address impacts, manage
risks, and pursue opportunities, communicating the effectiveness of these actions. The

obligation is to illustrate the actions and initiatives taken to prevent or mitigate negative
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impacts and achieve significant positive impacts, while at the same time illustrating how
the company addresses risks and pursues opportunities. The company provides a
summary description of the action plans and resources made available, in accordance with
MDR-A. It describes the actions taken, those planned and those in progress, how it has
intervened to remedy the situation and any initiatives aimed at contributing positively to
improving social outcomes. Furthermore, it describes the processes by which it identifies
the necessary action in response to negative impacts, the approach to intervention such as
design, marketing, or sales practices, and how these processes are effective in terms of
implementation and results. In relation to risks and opportunities, it describes the actions
taken to mitigate risks and pursue opportunities. It also indicates how it intervenes to
avoid causing significant negative impacts through its practices, assesses whether any
serious human rights issues or incidents have been reported, and discloses them if

necessary.

The framework is completed by S4-5 on metrics and targets, which indicates any time-
bound targets for reducing negative impacts, enhancing positive impacts, and managing
risks and opportunities for end users. This is useful for illustrating the extent to which the
company uses targets to guide and measure progress. The process for setting these targets
is also reported, specifying whether it has interacted directly with end consumers and

whether it monitors performance to identify any improvements.

2.4 Governance ESRS

24.1 Overview of governance standards
Governance encompasses all the rules and processes that management implements to
direct and govern a company. In the case of sustainability governance, it also focuses on
mechanisms for managing impacts, risks, and opportunities relevant to society as a
possible means of creating value in the short, medium, and long term. Within the ESRS
standards, governance is not treated as mere regulatory compliance, but as a structural
component required by stakeholders to assess the reliability of the information contained
in the disclosure and the company's ability to integrate sustainability into its business
model. For this reason, the cross-cutting ESRS 1 and ESRS 2 standards focus on
governance information such as the roles and responsibilities of management bodies, the
integration of sustainability into strategy, incentives, and management systems, covering
a wide range of ESG topics. The thematic part of governance, on the other hand, is

concentrated in the ESRS G1 standard dedicated to corporate conduct.
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In other words, in ESRS standards, governance serves to clarify not only the bodies that
make decisions, the individuals to whom responsibilities are assigned, what information
reaches top management, and how progress is monitored. It also covers key aspects of
market relations, stakeholder relations, anti-corruption measures, the management of
political relations and lobbying activities, and supplier payment practices, as well as

reporting mechanisms put in place in relation to corporate conduct.

One difference between the G standard and the E and S standards is that the latter are
divided into several themes (from El to E5 and from S1 to S4), while thematic
governance is described in a single theme, that of corporate conduct. ESRS G1 covers a
range of cross-cutting topics. It covers aspects that are central to the quality of market and
stakeholder relations, such as a culture of integrity, anti-corruption safeguards,
management of political relations, management of lobbying activities, payment practices,
and behavior along the value chain, as well as reporting mechanisms related to business

conduct.

At this point, the vision of corporate sustainability is complete. While environmental
standards report the effects that the company has on the ecosystem through its activities
and social standards report the effects of the company on people, thematic governance
describes the rules and mechanisms through which the company seeks to prevent and
eliminate the possible risks of opportunistic behavior or conduct and strengthens its

administration and control system in the short, medium, and long term.

242 ESRS G1 - Business Conduct
ESRS G1 is the thematic standard dedicated to corporate conduct and specifies the
disclosure requirements that enable an understanding of the company's strategy, approach,
processes, procedures, and performance in relation to governance issues connected with
corporate conduct. In line with the general approach of the ESRS, the standard does not
introduce behavioral requirements but aims to make transparent the controls through
which the company manages its impacts, risks, and opportunities related to its business
conduct in the short, medium, and long term. In particular, the principle focuses on three

interconnected areas:

a) business ethics and corporate culture including anti-corruption, whistleblower

protection and animal welfare,
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b) management of supplier relationships including payment practices, particularly
with regard to late payments to small and medium-sized enterprises,
c) activities and commitments related to potential political influence including

lobbying activities.

Standard G1 must be read in conjunction with cross-cutting standards ESRS 1 and ESRS
2. By applying disclosure requirement GOV-1, the company is required to describe the
role of the administrative and control bodies in relation to corporate conduct issues and
specify the powers of those bodies in this area. This provides an understanding of the
extent to which responsibility for conduct is effectively integrated into the organization's
decision-making systems. In terms of managing impacts, risks, and opportunities, the
standard requires the application of the IRO-1 requirement, which requires a description
of the processes adopted to identify and assess relevant corporate conduct issues,
specifying the criteria used, such as geographical location, activity carried out, and sector

of activity.

The company communicates its policies and how it promotes its corporate culture in
disclosure G1-1, i.e., the extent to which policies identify, assess, and manage the impacts,
risks, and opportunities related to corporate conduct issues. The way in which its
corporate culture is established and promoted is reported. The following information are

disclosed:

a) mechanisms for identifying and reporting concerns regarding unlawful conduct or
conduct that violates the code of conduct,

b) any lack of anti-corruption policies consistent with the United Nations
Convention, whether there is an intention to implement them and within what
timeframe,

c) the ways in which it protects whistleblowers, both through the establishment of
internal reporting channels, including dissemination and training for its workers,
and through measures to protect its workers from retaliation,

d) any lack of whistleblower protection policies, whether there is an intention to
implement them and within what timeframe,

e) procedures for investigating incidents relating to business conduct, including
cases of corruption, in a prompt and objective manner,

f) any policies in place regarding animal welfare,
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g) training policies on business conduct within the organization, specifying the target
audience, frequency, and level of detail,

h) internal business functions that are most at risk of active and passive corruption.

The following information illustrates the company's procurement process, including
proper conduct towards suppliers. G1-2 provides information on the management of the
company's relationships with suppliers and the impact on the supply chain. It describes
policies to avoid late payments, particularly to SMEs, relationships with suppliers, taking
into account the risks associated with the supply chain, and how social and environmental
criteria are integrated into the selection of suppliers. The standard recognizes small and
medium-sized enterprises as the entities most exposed to the negative effects of unfair

payment practices.

G1-3 concerns the prevention and detection of active and passive corruption. A
description of the main procedures aimed at preventing, detecting and managing
allegations or cases of corruption is required, including training provided to employees
and information communicated internally or to suppliers. The company provides an
overview of the internal systems adopted to prevent and manage allegations or cases of
corruption, clarifies whether there is a separation of investigators from the management
chain involved in the matter and any process for communicating the results of
investigations to the administrative and control bodies. If no such procedures are in place,
this must be disclosed. Training is a key element of this disclosure, so it is necessary to
indicate the nature, scope, and depth of anti-corruption training programs, the percentage
of at-risk functions involved in these programs, and the extent to which training is also

provided to members of corporate governance bodies.

The metrics and objectives section begins with requirement G1-4, where the company
provides information on confirmed cases of active or passive corruption. To ensure
transparency on cases of corruption, the number of convictions and the amount of fines
imposed for violations of anti-corruption laws during the reporting period must be
disclosed, as well as any actions taken in response to violations of internal anti-corruption
procedures and policies. The standard also allows for the provision of additional
information such as the total number and nature of confirmed cases of corruption,

dismissals and sanctions imposed on employees due to corruption, terminations of
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contracts with business partners, and pending or concluded public legal proceedings also

due to corruption.

G1-5 provides information on activities and commitments related to the company's
political influence, including lobbying activities. This disclosure aims to ensure
transparency on how the organization exercises its influence in the institutional context.
It identifies the members of the corporate governance bodies responsible for overseeing
these activities, the total monetary value of financial and in-kind political contributions
provided directly and indirectly by the company, aggregated by country or geographical
area and by type of recipient, the methods used to estimate the monetary value of in-kind
contributions, and a summary of the main issues on which lobbying activities focus. It is
also necessary to explain how these activities interact with the relevant impacts, risks, and
opportunities identified in the double materiality process, indicating any entry in the

European Union Transparency Register.

Finally, the company provides information on its payment practices, in particular with
regard to late payments to small and medium-sized enterprises in obligation G1-6. In
particular, the average time taken to pay invoices expressed in number of days, the
standard payment terms in number of days for the main categories of suppliers, the
percentage of payments that comply with these standard terms, the number of legal
proceedings pending due to late payments, and other necessary complementary
information must be disclosed. Through this set of information, ESRS G1 allows for the
assessment of the soundness of governance controls relating to corporate conduct,
completing the picture of corporate sustainability with a transparent representation of the
mechanisms for preventing opportunistic behavior and protecting organizational

integrity.

2.5 The Revised ESRS

2.5.1 Regulatory developments to date
Over the last two years, the European regulatory framework on sustainability has
undergone a period of profound change, culminating in the introduction of the Omnibus
I package, presented by the European Commission on February 26, 2025, with the aim of
significantly reducing the administrative burden on businesses without compromising the
objectives of transparency and sustainable transition underlying the European Green

Deal.
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The Omnibus I package is based on three pillars. The first is the so-called “Stop-the-
clock” directive, which postponed reporting obligations for two years for Wave 2
companies (large unlisted companies) and Wave 3 companies (listed SMEs), affecting
only the timing of CSRD implementation. The second pillar is proposal COM(2025)81,
which introduces structural changes to the regulatory framework, including the
introduction of the value chain cap, the reduction of the scope of application, the end of
reasonable assurance, the introduction of standards for voluntary reporting, the
simplification of the European Taxonomy, and the discontinuation of the development of
sectoral standards. The third pillar is represented by the delegated regulation “Quick-fix”
(EU) 2025/1416, which extended the phase-in periods for Wave 1 companies, allowing
the temporary omission of certain particularly complex disclosures, such as those relating

to anticipated financial effects.

In this evolving regulatory environment, the European Commission mandated EFRAG in
March 2025 to conduct a targeted review of the ESRS in order to align them with the new
simplified CSRD framework. The process, after various consultations and discussions
with stakeholders, culminated in December 2025 with the publication of the draft
Amended ESRS. At the same time the proposal of directive COM(2025)81 reached a
provisional agreement between Parliament and Council on December 9, 2025 followed
by formal approval by the Council on December 10 and a favorable vote by the European

Parliament on December 16, 2025.

In light of this, the next crucial step is the adoption of the delegated act that will formally
incorporate the revised ESRS, which the Commission expects to do by mid-2026. Once
adopted, the act will take the form of a European Union regulation directly applicable in
all member states. According to the indications, the Amended ESRS will probably be
applicable from the 2027 reporting year. However, ESMA's warning remains central, as
it has explicitly invited Wave 1 companies not to rely on the draft revised ESRS for
reporting for FY 2025, but to continue to prepare it in accordance with the standards

currently in force.

2.5.2 Amended ESRS and main changes
The revision of the ESRS is not limited to a mere quantitative reduction in the information
required but aims to simplify the structure of the framework by addressing the

mechanisms that generated the greatest complexity in the first phase of implementation.

105



The revision has led to a significant reduction in mandatory data points, estimated at
around 61%, accompanied by the complete removal of voluntary data points. According
to European Commission estimates, the measures introduced with the amended ESRS
will generate a reduction in reporting costs of around 30%. The main changes introduced

are divided into six strategic levers.

Probably the most significant area of intervention concerns the simplification of the
Double Materiality Assessment (DMA) process, which is the central element of the entire
ESRS system. It has been identified by stakeholders as the main source of administrative
burdens and operational complexity. Simplifying the process is the conceptual focus of
the revision, as the double materiality assessment determines the entire scope of
sustainability reporting. Experience gained in the first year of ESRS implementation has
shown that the DMA has often been interpreted by companies as an exercise primarily
geared toward formal compliance, characterized by overly granular analysis, often at the
expense of information quality. In view of these critical issues, the amended ESRS pursue
three main objectives. First, to encourage companies to focus on what really matters, i.e.,
the impacts, risks, and opportunities that are actually relevant. Second, to avoid the
production of unnecessarily granular information that does not add real decision-making

value. Finally, to further strengthen the level of alignment with IFRS S1.

In terms of new features, the revision allows for a top-down approach to be applied during
the DMA phase, both for own operations and for the value chain. This means that the
materiality assessment can start from an understanding of the business model and the
characteristics of the company's value chain. The list of sustainability topics contained in
Appendix A of ESRS 1 has been significantly simplified by eliminating sub-subtopics.
This reduces the risk of the list being interpreted as a rigid checklist and reinforces the
company's responsibility to define a scope of materiality consistent with its specific

operations.

Another key innovation is the introduction of the ‘materiality of information’ relevance
filter, applicable to all requirements and data points, including those provided for in ESRS
2. This filter requires an assessment of whether the information is actually useful for users'
decisions. In this way, the materiality of information becomes an ex-ante selection
criterion. The revision also clarifies how negative impacts are assessed, distinguishing

more clearly between actual and potential impacts. For actual negative impacts,
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mitigation measures can only be considered for impacts that have occurred in previous
periods. The impacts generated in the current reporting period must be assessed without
taking remedial measures into account. Regarding potential negative impacts, companies
must only consider prevention and mitigation measures that effectively reduce severity
or probability. At the same time, it is clarified that only those impacts resulting from the
company's activities and contributing to reducing negative impacts generated by third
parties, to which the company does not contribute, are considered positive impacts.
Mitigation actions are not to be considered positive impacts. With regard to opportunities,
the amended ESRS clarify that these must be identified as opportunities that the company
actively pursues or that are incorporated into the company's strategy. The entire DMA
process must be based on the use of available evidence that is reasonable and supportable
without incurring excessive costs or efforts to collect information. The new approach
allows for a greater focus on the most relevant issues, reducing unnecessary detailed
analysis. Overall, the revision of the DMA strengthens the decision-making usefulness of
sustainability reporting, significantly reducing operational complexity without

compromising a true representation of companies' ESG profiles.

The second area of intervention concerns improving the usability of sustainability
reporting. Experience with the original version of the ESRS showed that the high level of
detail required often resulted in long and complex documents, in which the most
important information was sometimes obscured. In response to this critical issue, the
revision has allowed companies to “tell their story” in a balanced and consistent manner,
providing access to detailed data without compromising strategic management
information. The Amended ESRS aim to make the structure and level of detail of
disclosures clearer and more functional, so as to promote communication that is
consistent with the management report. The objective is not to reduce transparency of
information, but to improve overall readability. Among the main changes introduced,
emphasis is placed on the principle of “fair presentation,” in line with the approach of
IFRS standards. This principle requires that information represent the company's situation
in a faithful and balanced manner, avoiding both misleading omissions and information
overload. Consistently, the possibility of disclosing information at the “topic level” is
introduced, where disclosure at a more granular “IRO level” is not necessary.
Furthermore, an executive summary is introduced at the beginning of the sustainability

statement, with the aim of providing an overview of key information, facilitating user
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orientation. It is also possible to place more granular, non-relevant information relating
to the EU Taxonomy in dedicated sections or appendices. Finally, the rules on
“incorporation by reference” and the concept of “connected information are clarified,
specifying in detail the conditions under which reference may be made to other parts of
the management report or other documents, with the aim of avoiding fragmentation and

duplication.

The revision restructures the relationship between the Minimum Disclosure
Requirements (MDR) and the disclosures required by the thematic standards. The initial
approach had led to overlaps between ESRS 2 and the thematic standards, increasing the
length and complexity of sustainability statements without a corresponding increase in
informational value. There are three main objectives behind the intervention. First, to
make reporting more concise and effective by reducing redundancies. Secondly, the focus
is not so much on the formal existence of policies, actions, and objectives, but rather on
how the company actually manages its sustainability issues. Finally, the role of ESRS 2
as a cross-cutting reference standard is clarified by reducing overlaps with thematic
standards. In terms of new features, the MDRs are renamed General Disclosure
Requirements (GDRs) and placed within ESRS 2. This means that information on
policies, actions, metrics, and objectives can be provided only once. In addition, the
obligation to justify the non-adoption of policies, actions, or objectives is eliminated, as
is the obligation to indicate timelines for their future implementation. In line with the
above, a new structure for ESRS 2 has also been introduced. Compared to the 2023
version, it has a more functional configuration, divided into five macro-areas: Basis for
preparation (BP), Governance (GOV), Strategy (SBM), IRO management (IRO), and
General Disclosure Requirements (GDR) relating to policies, actions, metrics, and
objectives. In the Basis for preparation section, divided into general information (BP-1)
and specific information (BP-2), the scope and methodological choices adopted by the
company to prepare its sustainability reporting are made more transparent. With regard to
governance, narrative requirements have been reduced and certain disclosures
consolidated, in particular through a rationalization of the contents of GOV-1 and the
former GOV-2. The focus is on the effective role of the administrative bodies,
responsibilities in the area of sustainability, and integration with risk management
systems. The Strategy section has been further simplified in a targeted manner. The

Strategy section has been further simplified in a targeted manner. In particular, SBM-1
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now has less detailed requirements on the business model and value chain. In SBM-2,
stakeholder engagement has been simplified by focusing on key stakeholders. With regard
to SBM-3, the provisions on expected financial effects, including quantitative
information, have been retained, with further simplifications in line with [FRS S1 and a
gradual introduction of quantitative information until 2029. The IRO management section
clearly distinguishes between the DMA process and outcome. Finally, the introduction of
GDRs completes the new ESRS 2 architecture. As already highlighted, these
requirements replace the previous MDRs, allowing companies to concentrate cross-

cutting information in a single section and significantly reducing repetition.
Figure 11: Structure of new ESRS 2
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The fourth area of simplification concerns greater clarity achieved through a review of
the regulatory language and structure of the requirements. The texts have been made
shorter and easier to read and understand, with a clear separation between mandatory
requirements and methodological guidance. All voluntary data points have been removed
or moved to a non-binding implementation guide called “Non-Mandatory Illustrative

Guidance.”

A series of additional burden-reducing measures have also been introduced to make
sustainability reporting more proportionate and sustainable over time. These measures

respond to concerns expressed by companies about the confidentiality of information, the

109



availability of data, and the lack of shared measurement methodologies. The objective is
twofold. On the one hand, to reduce the information burden on companies and, on the
other, to allow for the gradual maturation of reporting practices through the gradual
introduction of obligations. First and foremost, it is possible to exclude immaterial
activities or subsidiaries from the calculation of indicators. Relief measures are
introduced for DMA and for the reporting perimeter in the event of asset acquisitions or
disposals, requiring disclosure only of significant events that affect IROs. It is clarified
that disclosures must be limited to reasonable and supportable information that is
available without excessive cost or effort. This applies to all disclosures, including data
collection along the value chain, but also DMA. The preference for direct data in value
chain metrics is removed, recognizing the legitimacy of using estimates, proxies, and
other indirect methodologies when primary data is unavailable or excessively
burdensome. A phase-in relief is introduced until 2029 for quantitative disclosures on
expected financial impacts and substances of concern. Consistently, expected financial
impacts are removed from the environmental ESRS, with the exception of ESRS El
Climate Change. Also, with reference to ESRS El, impacts and opportunities are
excluded from the climate resilience analysis, focusing exclusively on risks. Finally,
specific phase-ins are introduced for Wave 1 companies only, considering that the final

scope of application of the CSRD is still under evaluation at the European level.

Finally, the Amended ESRS strengthen interoperability with global reporting standards,
in particular with the ISSB (IFRS S1 and S2) and the GRI. The main changes include the
adoption of the concept of “fair presentation,” the harmonization of the language used in
the ESRS with that of the IFRS Sustainability Disclosure Standards, and the possibility

of representing expected financial effects as ranges of values rather than specific amounts.
The revision of the ESRS has also introduced significant changes to the topical standards.

With regard to climate change, the general principles remain unchanged. The scope
remains the same as the consolidated financial statements, applying the criterion of
financial control in accordance with the GHG Protocol Corporate Standard. The figure
below clarifies the distinction between own operations (Scope 1 and 2) and emissions
along the upstream and downstream value chain (Scope 3), for which the disclosure
requirement remains for each significant category, giving priority to those most relevant

to the characteristics of the business. One clarification concern leased assets, whose GHG
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emissions are allocated to Scope 1 or 2 of the lessee if such assets fall under its financial

control, in line with the criteria of the GHG Protocol.

Figure 12: Scope of GHG emissions
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Other changes include a rationalization of metrics and a clearer distinction between
chemical and non-chemical companies. Quantitative disclosures relating to substances of
concern and substances of very high concern focus on chemical producers, formulators,
and importers. For other companies, the reporting obligation remains subject to the
materiality of the issue. The requirements on microplastics now distinguish between
primary and secondary microplastics, with the possibility of qualitative disclosure for the
latter. The concepts of water stress and water scarcity are clarified through
methodological guidelines, including the assessment of areas at risk. Disclosures on water
withdrawals and discharges remain mandatory, while requirements relating to specific
water intensity indicators have been eliminated and replaced by more flexible ones. For
biodiversity and ecosystems, guidance on the location of activities in relation to sensitive
areas has been introduced and policy requirements have been simplified, while those
relating to traceability have been maintained. Actions and objectives have been
simplified. In the circular economy standard, disclosures on input flows focus on key
materials used in products, with details required by type, while packaging must be
reported separately. For output flows, new definitions of product durability and
reparability have been introduced, and a data point has been added relating to the

percentage of waste with an unknown final destination.

The revision of the S1 standard aims to reduce geographical and demographic granularity.

Disaggregation by country is now only required for the ten countries with the largest
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number of employees, provided that each of them has at least 50 employees. For non-
employees, disclosure is reduced to a single data point and is only required if relevant to

the business model. Disclosure on distribution by age group has been eliminated.

An explicit reference to the principles of the International Labor Organization for
estimating a living wage has been introduced. Data relating to deaths from illness among
non-employees and workers in the value chain have been eliminated. Furthermore, the
calculation of days lost no longer includes deaths. Human rights disclosure is limited to
proven cases, while a new definition of human rights incident is introduced, based on

recognized rights and the severity of the impact.

With regard to governance, a clearer distinction is made between political influence and
lobbying activities. Some overly granular data points have been eliminated and metrics
simplified. Disclosure requirements are introduced for confirmed cases of corruption or
bribery, clarifying the scope of convictions, fines, and penalties. The metric on average
invoice payment times is eliminated and replaced by specific disclosure on late payments

to SMEs, required only when relevant.

2.5.3 The ESRS Knowledge Hub
To complete the ESRS review process, EFRAG has developed operational support tools,
including the new ESRS Knowledge Hub. The platform was officially launched on
December 4, 2025, coinciding with the presentation of the draft Amended ESRS, with the
aim of supporting companies, auditors, and stakeholders in applying the European

sustainability reporting framework.

The Knowledge Hub is an interactive, centralized online platform designed as a true “one-
stop shop” for ESRS regulations. Its purpose is to digitize and facilitate access to complex
reporting regulations. On the one hand, it reduces the interpretation and consulting costs
incurred by companies, and on the other, it increases the consistency of the standards'
application, strengthening their authority and uniformity of interpretation. The platform
offers advanced technical facilitation tools, such as interactive navigation between
information requirements, semantic search, document comparison, direct links between
data points, and XBRL taxonomy. A further element concerns the transparency of the
regulatory process, guaranteed by access not only to the adopted standards but also to the
working documents, meeting papers, and technical discussions that accompanied the

development of the ESRS, allowing users to understand the rationale behind regulatory
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choices. The Knowledge Hub already provides access to the ESRS 2023 in interactive
format, as well as the voluntary VSME standard for unlisted SMEs, divided into basic
and advanced modules. Drafts of the simplified ESRS are also available, currently in
static format, pending formal adoption by the European Commission. The platform also
provides Implementation Guidance on key topics such as materiality assessment (IG 1),
the value chain (IG 2), and the list of data points (IG 3), as well as a reporting repository
that collects examples of good practices and case studies. The Knowledge Hub also hosts
a historical library of EFRAG documents and cross-cutting support tools such as a digital

glossary, Q&A sections, and links to international reference standards.

The new platform simplifies access to the regulations, contributing significantly to
making the ESRS concretely implementable, closing the circle of the reform process

initiated with the Omnibus I package and the Amended ESRS.
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Chapter III - Empirical evidence from the first year of CSRD
implementation

3.1 Research background and objectives
The regulatory developments described in the first two chapters have highlighted how the
Corporate Sustainability Reporting Directive (CSRD) and the introduction of the
European Sustainability Reporting Standards (ESRS) have brought about a profound
change in the European sustainability reporting system, transforming a heterogeneous set
of voluntary practices into a regulated and standardized framework. Thanks to this
process, sustainability reporting has become an integral part of corporate reporting. Based
on the principle of double materiality, sustainability disclosure becomes an integral part
of the management report with the aim of increasing the transparency and comparability

of ESG information.

2025 represents a significant turning point. Large listed public-interest entities (PIEs)
with more than 500 employees, belonging to the so-called Wave 1, are publishing their
first CSRD- and ESRS-compliant sustainability statement within their management
report, offering an initial overview of evidence on the effective application of the new
regulatory framework. The first sustainability statements therefore constitute an initial
test bed for assessing not only the degree of formal compliance with the regulations, but
also how companies have interpreted the new disclosure requirements in operational

terms.

It is on this initial overview of application evidence that the empirical research covered
in this chapter is based. The ‘CSRD Observatory’, established in 2025 by the
Sustainability Lab of the Venice School of Management of Ca' Foscari University of
Venice with the support of BDO Italia, was created with the aim of systematically
analyzing the first sustainability statements prepared in accordance with the CSRD and
following ESRS standards, observing how companies have addressed the initial critical
issues of the new reference framework and how they have oriented themselves in the first

phase of implementation of the new European legislation.

The Observatory aims to assess the effects of the introduction of the CSRD in terms of
the quality and structure of disclosures, the representation of impacts, risks, and
opportunities (IRO), the application of the double materiality assessment (DMA), and the

depth and articulation of the information provided on environmental, social, and
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governance issues. Other objectives of the analysis were to examine the first evidence on
the use of phase-in transitional measures, the adoption of incorporation by reference
options, and the characteristics of assurance applied to sustainability statements. The
research also serves as a tool for dialogue between academic research and professional
practice, offering evidence that is useful not only to companies and their stakeholders, but
also to standard setters and policymakers involved in the process of reviewing and
simplifying the European regulatory framework. In this sense, the research is not limited
to providing a static snapshot of the first year of CSRD implementation but aims to
contribute to the understanding of the evolving dynamics of sustainability reporting,
highlighting critical issues, best practices, and possible trajectories for the future

development of sustainable reporting in Europe.

3.2 Research design

3.2.1 Methodological approach
The research is based on an analysis of the sustainability statements published in 2025 by
large companies of public interest with more than 500 employees that fall within the scope
of the CSRD, i.e., those belonging to the Wave 1. Using a methodological approach based
on manual content analysis, which is suitable for capturing the complexity and
heterogeneity of the information content of sustainability disclosures, it was possible to

combine quantitative indicators with qualitative assessments in a structured manner.

An analytical framework, specifically developed for the research, was initially defined,
allowing for the observation of how each company applies the CSRD and ESRS
standards. Specifically, the framework is divided into 171 different variables, designed to
cover as broadly as possible the main areas of sustainability reporting required by the
regulations. The variables were grouped into six main areas of investigation: Editorial
aspects, Double-Materiality Assessment (DMA), Impacts, Risks and Opportunities
(IRO), Thematic ESRS, Climate change and Assurance.

Operationally, a database was constructed in which each sustainability statement was
examined in detail. Disclosures were analyzed according to three main types of variables:
binary (Yes/No), numerical, and descriptive. Binary variables made it possible to
objectively detect the presence or absence of specific information requirements set out in
the ESRS, such as the use of phase-in measures, the presence of a climate transition plan,

or the performance of assurance. Numerical variables, on the other hand, made it possible
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to quantify elements of the disclosure such as the number of pages dedicated, the number
of material IROs identified, and their distribution by type, location, or time horizon.
Finally, descriptive variables required a more qualitative reading of the document. This
was particularly true with regard to the description of the double-materiality assessment

process, the identification of any entity-specific issues, and other qualitative elements.

Overall, this approach made it possible to construct an empirical and replicable analysis
based on coding criteria applied uniformly to the entire sample. This enabled a consistent
comparison between companies from different sectors and geographical contexts in the

first year of CSRD application.

3.2.2 Scope of analysis
The 171 variables in the framework were organized into six main areas of analysis in

order to cover the various ESRS reporting requirements.

The first area concerns editorial aspects, i.e., the formal structure of the sustainability
statement and how information is presented. This section analyzed, among other things,
the length of the document, the application of transitional phase-in measures, and the use

of other reporting standards.

The second area is dedicated to double materiality assessment and how companies have
conducted and presented their double materiality analysis. The criteria adopted by the
company to assess IROs, the methods of stakeholder and Board of Directors involvement,

and the method used to present the results of the DMA were examined.

The third area examines the material impacts, risks, and opportunities identified by
companies. The number of IROs, the distinction between positive and negative impacts,
between risks and opportunities, their location along the value chain, and the time horizon

of their manifestation were considered.

The fourth area, relating to thematic ESRS, aims to observe which environmental, social,
and governance standards have been considered material and consequently reported by
companies. Both the distribution of IROs by individual ESRS and any entity-specific

issues are identified.

The fifth area, climate change, focuses specifically on the ESRS E1 standard. It concerned

the possible presence of a climate transition plan, the definition of a Net-Zero emissions
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target, reference to initiatives such as the SBTi, the adoption of climate scenarios, and the

introduction of monetary incentives linked to climate targets for management.

Finally, the assurance area concerns the mandatory external verification of the
sustainability statement, analyzing the type of assurance, the standard applied, the

category of auditor, and the final opinion expressed.

3.2.3 Sample definition
The sample analyzed consists of 131 Italian companies with ordinary shares listed on
Euronext Milan (EXM), which are required to publish a sustainability statement in 2025
as they fall within the first phase of application, Wave 1. In addition, there are 159
European companies included in the STOXX Europe 600, listed in European Union
member states that had transposed the CSRD by April 2025. The European companies
considered are based and listed in France (69), Denmark (24), Finland (19), Norway (16),
Belgium (11), Sweden (10), and Poland (10). Overall, the sample analyzed includes 290
companies, allowing for a valid comparison between the Italian and European contexts in

the first year of mandatory application of the CSRD.

Figure 13: The 290 companies analyzed by country
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The sector classification of the companies in the sample was carried out on the basis of
the Industry Classification Benchmark (ICB), with the aim of facilitating the comparative
observation of any structural differences and recurring patterns between the various

economic sectors.
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In the Italian sample, the most represented sectors are Industrials (26%), Consumer
Discretionary (25%), and Financials (17%). In the European sample, on the other hand,

the Industrials (23%) and Financials (18%) sectors stand out.

The sector classification allows for the specific nature of the economic activities carried
out by each individual case to be taken into account when differences arise in the structure

of sustainability statements and in the representation of material IROs.

Table 7: Sector classification of the sample analyzed

Italy Europe
Sector*

N. % N. %

Basic Materials 5 4% 14 9%
Consumer Discretionary 33 25% 21 13%
Consumer Staples 5 4% 12 8%
Energy 3 2% 9 6%
Financials 22 17% 28 18%
Health Care 7 5% 16 10%
Industrials 34 26% 37 23%
Real Estate 0 0% 3 2%
Technology 8 6% 9 6%
Telecommunications 3 2% 5 3%
Utilities 11 8% 5 3%

*Industry Classification Benchmark (ICB)
Source: Author’s elaboration

3.3 Formal features of sustainability statements

2.3.1 Length and structural configuration
Analysis of the length of sustainability statements reveals a significant difference between
the Italian and European samples. In Italy, the average length is around 144 pages, while
the average recorded at European Union level is 111 pages. The greater average length of
Italian documents can be attributed to a more literal application of the information
requirements, with a tendency to include a larger amount of information directly in the
statement. European companies, on the other hand, seem to adopt an approach that
focuses more on the aspects considered most relevant, making more frequent use of
incorporation by reference. This methodological difference in the structure of the report

helps to explain the difference in terms of average length.
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Considering Italian companies alone, the sectors with the longest sustainability
statements are Energy (239 pages), Financials (191 pages), and Utilities (161 pages),
highlighting a greater breadth of information in those sectors characterized by high

exposure to environmental issues.

Figure 14: Length of Italian companies' sustainability statements (n. of pages)
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3.3.2 Report structure and use of incorporation by reference

The results show a high level of compliance with the mandatory structure of the
sustainability statement required by the regulations. The division of the sustainability
statement into the sections required by the ESRS is in fact complied with by 100% of
Italian companies and 99% of European companies, confirming substantial formal
alignment with the new regulatory framework. With regard to the use of incorporation by
reference, which allows certain information to be included by referring to other sections
of the financial statements or other company documents, there is a clear difference
between the two samples. Only 37% of Italian companies have made use of this option,
compared to 65% of European companies. This data confirms a different editorial
approach: European companies make more frequent use of document references, while
Italian companies tend to concentrate more information directly within the sustainability

statement.
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Figure 15: Use of incorporation by reference by Italian (blue) and European (green) companies
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3.33 Application of phase-in provisions

The transitional phase-in measures, which allow certain disclosure requirements under
the ESRS to be omitted in the first reporting year, are widely adopted in the samples
analyzed. Adherence is total among Italian companies (100%) and almost complete
among European companies (94%). On average, companies omitted five disclosure

requirements from those that could be subject to phase-in.

The analysis shows that the phase-in measures relating to environmental DRs have been
almost fully adopted. In Italy, for example, the phase-ins relating to the expected financial
effects of impacts on water resources, ESRS E3-5, and impacts on biodiversity, ESRS E4-
6, have been adopted by 100% of companies, while for E1-9 (Expected financial effects
of physical and transition risks related to climate change) and E2-6 (Expected financial

effects of impacts related to pollution), the omission rate stands at 97%.

The application of phase-in measures relating to social standards shows greater
heterogeneity, especially among Italian companies. For example, due to the application
of the phase-in, DR S1-13 (Training and skills development) was omitted by only 17%
of Italian companies, while S1-7 (Characteristics of non-employees) and S1-14 (Health
and safety, particularly for non-employees) were omitted by 28% and 30% respectively.
Other social requirements, such as S1-11 (Social Protection) and S1-15 (Work-Life

Balance), have omission rates among Italian companies of 45% and 31%, respectively.
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European companies tend to have higher adoption rates of phase-in measures for social
disclosure requirements (DRs) (e.g., 61% for S1-7 and 53% for S1-15), while the adoption
rates of phase-ins for environmental DRs, ranging from 82% to 95%, are generally lower

than those observed in the Italian sample.

Figure 16: Application of phase-in
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3.3.4 References to additional reporting frameworks
To complete the analysis of editorial aspects, the use of other sustainability reporting

standards referred to in sustainability statements was also investigated. The results show
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that the adoption of SDGs is more frequent in Italy (69%) than in the rest of Europe
(62%).

With regard to specific standards relating to sustainability reporting, however, there is
greater adoption within the European sample. In particular, the recommendations of the
Task Force on Climate-related Financial Disclosures (TCFD) are applied by 56% of
European companies, compared to 44% of Italian companies, while SASB standards are
used by 36% of European companies compared to 18% of Italian companies. Similarly,
GRI standards are adopted by 28% of European companies compared to 9% of Italian
companies; ISSB standards are referenced in 9% of the European statements analyzed
and in 3% of Italian statements. Finally, Integrated Reporting has the lowest adoption

rate, at 4% in both samples.

The picture shows that the use of voluntary frameworks and international standards
continues to complement ESRS reporting, with significant differences between the Italian

and European contexts.

Figure 17: Use of other reporting standards in Italian companies (blue) and European companies
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3.4 The Double Materiality Assessment
3.4.1 Disclosure practices and DMA presentation format

An analysis of double materiality assessment reporting practices shows that all of the
companies examined include a section specifically dedicated to double materiality

analysis in their sustainability statements.
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However, there is marked heterogeneity in the length of this section. Italian companies
have an average length of 11 pages, ranging from a maximum of 39 to a minimum of 2
pages, while European companies have an average length of 6 pages, ranging from 1 to

25 pages. The difference in depth of coverage between the two samples is evident.

With regard to the title of the section, Italian companies prefer the title “Impacts, risks,
and opportunities,” adopted in 60% of cases, while the remaining 40% opt for the use of
the term ‘Materiality’ and/or “Relevance.” European companies, on the other hand, show

an equal distribution (50%) between the two titles.

An analysis of how relevant IROs are presented also reveals a significant difference
between Italian and European companies. Italian companies mainly use tables as a
presentation tool, in 87% of cases, while the use of matrices is marginal (only 1%).
European companies, on the other hand, use tables in 47% of cases, matrices in 22% and

figures or graphic representations in 8%, showing greater variety in the formats used.
g grap P gg y

Table 8: Methods of presenting the DMA

Methods Italy Europe
Table 87% 47%
Matrix 1% 22%
Table + matrix 8% 4%
Text 4% 16%
Figure 0% 8%
Other 0% 3%

Source: Author’s elaboration

3.4.2 Alignment with ESRS requirements
Moving on to the reporting of the double materiality assessment, there is a high level of
adherence to the IRO assessment criteria set out in the ESRS. In particular, these criteria
are explicitly stated by 97% of Italian companies, while among European companies the

percentages are 92% for impacts and 89% for risks and opportunities.

It should be noted that the ESRS requires that the assessment of impact materiality be
carried out considering specific criteria, including scale, magnitude, irremediability, and

likelihood in the case of potential impacts. The distinction between positive and negative
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impacts, as well as between actual and potential impacts, is a central element of the double
materiality process. With regard to financial materiality, the significance of risks and
opportunities must be assessed on the basis of magnitude and probability of occurrence,

in accordance with the standards.

The explicit inclusion of these criteria in sustainability statements is an important
indicator for assessing the degree of alignment with the ESRS, as well as the maturity of

companies in applying the new regulatory framework.

3.4.3 Stakeholder and board involvement
With regard to the DMA process, stakeholder involvement is reported by 100% of the
companies in the sample, confirming the centrality of stakeholder engagement in the

methodological approach required by the ESRS.

The involvement of the Board of Directors is reported by 92% of Italian companies, a
higher percentage than the 73% reported by European companies. This is probably due
to a greater formalization of the role of the governance body in the process of defining

materiality in the Italian context.

Overall, the results suggest that in this first year, DMA is not merely an exercise in
reporting but is becoming increasingly integrated into decision-making processes and

corporate governance mechanisms.

3.5 Impacts, Risks and Opportunities

3.5.1 Number and classification of material IROs
The reporting of material IROs highlights a difference in numbers between the two
samples: on average, Italian companies report 49 IROs, exceeding the European average

of 37.

At the same time, the European sample shows greater variability, with a maximum
number of IROs reported (172) higher than the Italian one (122), while the European

minimum (6) is lower than the Italian one (12).

With regard to the type of IROs, it can be seen that Italian companies tend to report on
average a greater number of positive impacts (12 vs. 8 in Europe), risks (16 vs. 15 in
Europe), and opportunities (8 vs. 7 in Europe); negative impacts, on the other hand, are

reported on average at the same level (16 for both samples).
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In general, with regard to impacts, companies tend to recognize a greater number of
negative impacts than positive ones. With regard to the financial dimension, the risks
reported are twice as high as the opportunities, highlighting an approach that favors the
identification of potentially adverse exposures over development prospects related to

sustainability issues.

Figure 18:Material IROs reported by Italian companies (blue) and European companies (green)
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352 Distribution along the value chain
With regard to the location of IROs along the value chain, Italian companies report higher
average values in each segment considered: 35 IROs for Own operations (compared to
22 in Europe), 15 for Upstream activities (compared to 12 in Europe) and 16 for

Downstream activities (compared to 12 in Europe).

It should be noted that information on the location of IROs was not available in 8% of
Italian companies and 23% of European companies, highlighting a higher level of detail

in the Italian sample.

In general, it appears that most IROs occur at the level of own operations. However,
almost all companies also refer to activities along the value chain, both upstream and
downstream. The data confirms that in the first year of CSRD application, the double
materiality analysis extends beyond the boundaries of the company, progressively

including relationships with suppliers and customers.

125



Figure 19: Localization of IROs reported by Italian companies (blue) and European companies
(green)
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3.5.3 Time horizons of IROs

Analyzing the time horizon of IROs, Italian companies identify on average a greater
number of IROs in all time horizons than European companies: 29 in the short term (vs.
21 in Europe), 27 in the medium term (vs. 20 in Europe), and 17 in the long term (vs. 14

in Europe).

Information on the time horizon is unavailable in 15% of Italian companies and 37% of

European companies.

In general, the results suggest that companies tend to recognize IROs that occur in the
short and medium term to a greater extent, while those in the long term are more difficult
to identify. This may be due to the greater uncertainty associated with the long-term
effects of sustainability issues, as well as the methodological complexity of their

assessment.

Figure 20: Time horizon of IROs reported by Italian companies (blue) and European companies
(green)
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3.54 Social patterns in the Italian sample
A sectoral analysis of IROs, focusing exclusively on Italian companies, provides an
overview of the differences in reporting between different market segments. In terms of
total IROs identified, the sectors with the highest numbers are Consumer Staples (72),
Energy (65), and Utilities (64), while the lowest values are recorded in
Telecommunications (43) and Technology (44).

An analysis of the average composition by type of IRO reveals further elements:

e Total impacts (sum of positive and negative): these reach their highest values in
the Consumer Staples (42) and Energy (40) sectors. Conversely, the
Telecommunications (23) and Health Care (25) sectors tend to identify the lowest
number of overall impacts.

o Total risks: risk reporting is considerable in the Consumer Staples (20), Industrials
(18), and Energy (17) sectors. The Technology (12), Telecommunications (13),
and Financials (13) sectors have, on average, the lowest number of risks.

e Total opportunities: the focus on opportunities is significantly higher in the
Utilities sector (11), reflecting the potential for innovation and development
linked to the energy transition and circular economy models. The Health Care

sector (5), on the other hand, identified the fewest opportunities.

Overall, the sector analysis confirms that the number and type of material IROs are
closely related to the nature of the economic activity carried out and therefore to the

relative level of exposure to environmental and social issues.
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Figure 21: IROs by sector (Italian companies)
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3.6 Application of ESRS thematic standards

3.6.1 Adoption patterns across ESRS
The analysis of the application of the thematic ESRS (5 environmental, 4 social, and 1
governance) provides insights into the content of the sustainability statements of the two
samples. There is total convergence for the E1 Climate change standard and the S1 Own
workforce standard, which are applied by all companies in both samples. The governance
standard G1 - Business conduct is also almost universally applied (100% in Italy and 98%

in Europe).

For the other environmental standards, Italian companies generally show higher
application rates. ESRS E5 Resource use and circular economy is applied by 85% of
Italian companies, compared to 74% of European companies. Lower adoption rates are
recorded for E2 Pollution (59% in Italy vs. 50% in Europe) and E3 Water and marine
resources (50% in Italy vs. 48% in Europe). ESRS E4 Biodiversity and ecosystems is the
environmental standard with the lowest application rate (48% in Italy and 47% in

Europe).

In the social sphere, the adoption of standards is significantly higher among Italian
companies. ESRS S4 Consumers and end-users is applied by 92% of Italian companies,
compared to 70% of European companies, while S2 Workers in the value chain is applied

by 84% of Italian companies and 75% of European companies. The most marked

128



difference is found in the application of S3 Affected communities, adopted by 61% of

Italian companies, compared to 39% of European companies.

Figure 22: ESRS application by Italian companies (blue) and European companies (green)
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3.6.2 Depth of disclosure and IRO Distribution
The analysis of the depth of reporting, measured by the average number of pages per
standard to each ESRS standard, reveals different information priorities between Italian
and European companies. Italian companies tend to devote significantly more space to
reporting on their own workforce: reporting on standard S1 - Own workforce is the
longest for Italian companies, with an average of 20 pages, exceeding the 15 pages

devoted on average by European companies.

For the environmental standard E1 - Climate change, the length of the reporting is high
and similar on average across the samples: 17 pages for European companies and 15
pages for Italian companies. On the other hand, the length of the reporting on other
environmental standards, such as E2, E3, and E4, is significantly shorter, with Italian

companies dedicating an average of about 4 pages each.

With regard to social issues, it emerges that European companies devote more space to
the S3 - Affected communities standard (12 pages vs. 7 pages in Italy), while Italian
companies devote more space to the S4 - Consumers and end-users standard (9 pages vs.
7 pages in Europe). Finally, for the G1 - Business conduct governance standard, the length

of the reporting is 9 pages for Italian companies and 7 pages for European companies.
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Figure 23: Number of pages per ESRS reported by Italian companies (blue) and European
companies (green)
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The analysis of the materiality of IROs, segmented by ESRS thematic standard, provides
a comparative overview of reporting priorities between the Italian and European samples.
With reference to the ESRS El - Climate change environmental standard, Italian
companies identify an average of 9 total IROs, broken down into 1 positive impact, 3
negative impacts, 3 risks, and 2 opportunities. European companies, on the other hand,
identify an average of 8 total IROs for E1, divided into 1 positive impact, 2 negative

impacts, 3 risks, and 2 opportunities.

In the social sphere, with reference to ESRS S1 - Own workforce, Italian companies
report an average of 12 total IROs, highlighting 4 positive impacts, 3 negative impacts, 3
risks, and 2 opportunities. European companies identify fewer IROs for the same
standard: an average of 8 total IROs, distributed as 2 positive impacts, 3 negative impacts,
2 risks, and 1 opportunity, highlighting a greater emphasis in Italian statements on IROs

relating to their own workforce.

In general, there is a tendency to recognize positive impacts predominantly on social
issues rather than environmental ones, where the number of negative impacts is about
three times higher than positive impacts. Furthermore, for both social and environmental

issues, the number of risks is on average double the number of opportunities.

Finally, for the ESRS GI1 - Business conduct governance standard, Italian companies

identify an average of 7 total IROs, consisting of 2 positive impacts, 1 negative impact, 3
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risks, and 1 opportunity. European companies report a total of 6 IROs, divided into 1

positive impact, 2 negative impacts, 2 risks, and 1 opportunity.

Figure 24: Number of IROs per ESRS reported by Italian companies
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Figure 25: Number of IROs per ESRS reported by European companies
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3.6.3 Sectoral differences in ESRS application
Italian companies report a higher number of IROs than the European sample for the main
standards (E1, S1, and G1). The sectoral matrix clearly shows that the application of the
three standards considered fundamental for materiality analysis is universal, being

adopted by 100% of Italian companies in all sectors examined.
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However, the adoption of other thematic standards reveals marked sectoral
differentiation, closely linked to the nature of economic activity. Sectors considered to
have a high environmental impact are distinguished by almost complete application of
standards E2, E3, and E4. Specifically, the Energy sector ranks at the top, applying 100%
of the standards relating to Pollution (E2), Water Resources (E3), and Biodiversity (E4).
The Utilities sector also maintains very high rates for environmental issues, recording

91% application for ESRS E3 and 73% for ESRS E4.

At the opposite extreme, there are significant areas of non-application of certain

standards.

The Technology and Telecommunications sectors show the lowest application rates for
environmental issues, with 0% application for ESRS E4. In addition, the
Telecommunications sector also records 0% for ESRS E3. The Financials sector also
stands out for its low rates on specific environmental standards, such as ESRS E2 (23%)

and ESRS E3 (9%).

As for the social area, although rates are generally high, the ESRS S3 standard has some

of the lowest percentages, such as 29% in the Health Care sector.

This analysis confirms that the relevance of certain environmental and social issues is

strongly influenced by the sector to which they belong.

Table 9: Material issues by sector of Italian companies

E1l E2 E3 E4 ES S1 S2 S3 S4 G1
Basic Materials 100% | 80% | 100% | 60% | 100% | 100% | 100% | 60% 80% | 100%
Consumer Discretionary | 100% | 58% 58% 58% 97% | 100% | 97% 45% 94% | 100%
Consumer Staples 100% | 60% | 100% | 80% | 100% | 100% | 100% | 80% | 100% | 100%
Energy 100% | 100% | 100% | 100% | 67% | 100% | 100% | 100% | 33% | 100%
Financials 100% | 23% 9% 41% 41% | 100% | 50% 73% | 100% | 100%
Health Care 100% | 57% 43% 14% 86% | 100% | 86% 29% | 100% | 100%
Industrials 100% | 82% 56% 47% 97% | 100% | 91% 56% 85% | 100%
Technology 100% | 38% 38% 0% 75% | 100% | 63% 50% | 100% | 100%
Telecommunications 100% | 33% 0% 0% 100% | 100% | 33% | 100% | 100% | 100%
Utilities 100% | 64% 91% 73% | 100% | 100% | 100% | 100% | 91% | 100%

Source: Author’s elaboration
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3.64 Trends across ESRS subtopics
Remaining within the scope of ESRS subtopics, in addition to verifying the application
of thematic ESRS by sector, the analysis focused on the specific subtopics most frequently

reported.

In the environmental sphere, it is clear that the focus is polarized on climate change
(ESRS E1), confirming its cross-cutting materiality across all the companies analyzed.
Both in Italy and in the rest of Europe, climate change mitigation is the most reported
subtopic, by 99% and 98% of companies, respectively. Energy and adaptation to climate

change, both attributable to E1, complete the top three positions for both samples.

Next, Italian and European companies focus on resource use and the circular economy,
with the sub-topics of waste and resource flows closing the list of the top five most

reported environmental sub-topics.

Figure 26: The five most reported ESRS E sub-themes (Italian companies)
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Figure 27: The five most reported ESRS E sub-themes (European companies)
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133



With regard to social issues, the main focus is on Own Workforce (ESRS S1). Both Italian
and European companies almost universally report (99% in both cases) on the sub-topic
Working Conditions (S1), reflecting the importance attached to the management of their

own workforce.

In second place is Equal Treatment and Opportunities for All (S1), reported by 97% of
Italian companies and 94% of European companies. The analysis also extends to Working
conditions along the value chain (S2) and issues related to Consumers and/or end users
(S4), which occupy the next positions, although with generally higher percentages for the
Italian sample (e.g., 77% vs. 67% for S2 and 76% vs. 57% for S4). The overall results
highlight the centrality of issues related to human capital management and value chain

relations, with a particularly high level of attention in the Italian context.

Figure 28: The five most reported ESRS S sub-themes (Italian companies)
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Figure 29: The five most reported ESRS S sub-themes (European companies)
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With regard to governance sub-themes, consisting of a single thematic standard G1, these

show a strong alignment with dimensions related to ethics and corporate conduct.

The themes of Corporate Culture (reported in 88% of cases in Italy and 83% of cases in
the EU) and Active and Passive Corruption (87% in Italy and 89% in the EU) are the

reporting priorities for both samples.

Value chain management through Supplier Relationship Management (82% Italy; 64%
EU) and Whistleblower protection (61% Italy; 67% EU) is also highly material. A
significant difference can be seen in Political engagement and lobbying, reported by 35%
of European companies compared to 18% of Italian companies, indicating a greater

emphasis on this specific governance issue in the rest of the European Union.

Figure 30: The five most reported ESRS G sub-themes (Italian companies)
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Figure 31:The five most reported ESRS G sub-themes (European companies)
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3.7 Climate Change under ESRS E1

3.7.1 Transition plans

Despite the centrality of climate change in reporting, as evidenced by the universal
application of the ESRS E1 standard, there is a substantial difference in the formal
adoption of a Transition Plan. Only 24% of Italian companies report having adopted a
transition plan compliant with ESRS, compared to 76% of European companies.

Adoption in the Italian context is highly uneven across sectors. Sectors with the greatest
climate impact, such as Energy (67%) and Utilities (64%), have higher adoption levels.
Conversely, other sectors, including Basic Materials, Consumer Staples, and Health Care,
have 0% adoption.

A significant divergence emerges between the formalization of Italian and European
climate transition paths, despite the recognized centrality of the issue in reporting.

Figure 32: Adoption of the Transition Plan by sector of Italian companies
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3.7.2 Climate targets and Net-Zero commitments
With regard to Climate Targets, Italian companies have a lower rate of validation by the
Science Based Targets initiative (SBTi). Only 7% of Italian companies have Net-Zero

targets validated by the SBTi, compared to 27% of European companies.

Similarly, for short-term targets, SBTi validation is present in only 19% of Italian
companies, while it reaches 69% among those in the European sample. This highlights a
greater formalization of climate commitments in the European context compared to the

Italian one.
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In terms of time horizons, in Italy, Net-Zero targets are mainly concentrated on the years
2050 (56%) and 2040 (44%), while in the rest of Europe, the distribution is broader, with

58% of companies focused on 2050.

Figure 33: SBTi validation of climate targets (Italy vs. EU)
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3.7.3 Integration into executive incentive schemes

The analysis of the integration of ESG and climate targets into the incentive schemes of
boards of directors or top management shows that these practices are widespread. In
general, ESG-related targets are included in the incentive schemes of 89% of Italian

companies and 77% of European companies.

Focusing solely on climate change targets, the percentages remain high: 63% of Italian
companies have integrated them, while the European sample recorded a value of just over

59%.

The most frequently used objectives relate to the reduction of greenhouse gas emissions

(absolute or relative) and the reduction of consumption and energy efficiency.

Overall, there is evidence of growing integration between climate objectives and variable

remuneration systems, in line with the ESRS guidelines on governance.

3.8 Assurance of the sustainability statement

3.8.1 Characteristics of external assurance
The last area of investigation concerns the assurance of the sustainability report, a
mandatory requirement for all companies falling within the scope of the CSRD to ensure
the accuracy of the information reported. In line with regulatory provisions, 100% of the

companies examined applied “limited assurance.” Although “reasonable assurance” was
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not mandatory, it was voluntarily adopted for specific indicators in one Italian company

and ten European companies.

With regard to the type of assurance service provider, there is a significant difference
between the two samples: the sustainability auditor is the same as the financial statement
auditor in 95% of Italian companies, a significantly higher percentage than the 79% of

European companies.

The audit was conducted on the basis of national assurance standards, where adopted (as
in Italy, France, Sweden, and Poland), or with reference to the international standard ISAE

3000 (Revised) in other cases.

3.82 Audit conclusions
As regards the outcome of the audit, the results show a very high degree of compliance
in the reporting of the two samples. An unmodified conclusion was issued for 100% of

Italian companies.

A similar result was found for European companies, where an unmodified conclusion was

issued for 99% of the sample.

Overall, a very high level of compliance for the first year of CSRD application, with
uniform use of limited assurance and a substantial absence of findings in the conclusions

expressed.

3.9 Research findings and interpretation
The analysis conducted on the 290 sustainability statements published in 2025 outlines
an initial picture of the application of the new European sustainability reporting
regulations, highlighting common trends, the main critical issues that have emerged, and

the differences between the Italian and European contexts.

3.9.1 Main findings
The structure and length of the sustainability statements are generally in line with the
regulatory requirements set out in the ESRS. Almost all of the companies analyzed
complied with the mandatory structure of the sustainability statement required by ESRS
1, confirming a high level of compliance with the new regulatory framework. However,
there are significant differences in terms of length. Italian companies present documents
that are on average longer than their European counterparts (144 pages vs. 111) with a

greater tendency to include a larger amount of information directly in the statement,
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resorting less frequently to incorporation by reference (37% vs. 65%). This approach
highlights a strong focus on completeness of information, but at the same time raises

doubts in terms of communication effectiveness and focus on truly material issues.

Furthermore, Italian companies identify on average a greater number of material IROs
(49 vs. 37 in the European sample), suggesting a potentially more prudent or inclusive
approach in the double materiality assessment phase. This could reflect a general
tendency among Italian companies to broaden the scope of issues considered relevant,
thereby reducing the risk of omissions, at least in this initial phase of application and in

the presence of interpretative uncertainty.

With regard to the double materiality assessment, all companies include a section
dedicated to double materiality analysis in their reports, but with varying levels of detail.
Italian companies devote more space on average to describing the process, while
European companies provide a more concise overview. As expected, already in its first
year of application, the DMA has proven to be one of the central and most complex

elements of the new regulatory framework.

Particularly noteworthy is the widespread use of transitional phase-in measures, adopted
by 100% of Italian companies and 94% of European companies. On average, five
disclosure requirements were omitted in both samples, mainly relating to the

quantification of the expected financial effects of environmental risks and impacts.

This evidence is not attributable to an underestimation of sustainability issues, but rather
to the complex methodology involved in estimating the economic and financial impacts
of environmental factors. Translating the results of the DMA into economic terms,
consistent with financial planning processes, scenario analysis, and internal control
systems, requires a level of maturity in information systems that many companies are still
in the process of consolidating. It is still difficult to find reliable data along the value
chain and to model the medium- to long-term effects on revenues, costs, and invested

capital.

Among the thematic ESRS, the E1 Climate Change and S1 Own Workforce standards
stand out as key reporting topics in the first year of CSRD.

However, the analysis on climate change highlights a significant gap between Italian and

European companies: only 24% of Italian companies formally declare the adoption of a
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climate transition plan, compared to 76% of European companies, while only 7% indicate
a Net-Zero target. This suggests a different level of strategic maturity in the integration

of climate objectives into business models.

Finally, on the assurance front, there is widespread application of limited assurance,
consistent with the CSRD requirement, confirming the strengthening of the reliability of
sustainability information compared to the previous NFRD regime. However, the planned
transition to reasonable assurance will require further development of internal control
systems and information flow traceability, representing one of the main evolutionary

junctures of the future regulatory framework.

3.92 Interpreting the first year of CSRD
The first year of CSRD implementation can be interpreted as a phase of organizational
transition. This phase is characterized by a strong organizational and methodological

adaptation effort on the part of companies to adapt their methodologies.

On the one hand, companies have demonstrated their general willingness to fully
implement the new regulatory framework, even though it is still evolving and leaves
ample room for interpretation. This is evidenced by the high level of formal compliance
and the extensive disclosure requirements. On the other hand, however, there is a clear
general approach geared towards caution and transparency in order to avoid omitting
relevant information, sometimes at the expense of conciseness and focus on what should
really be highlighted in the reporting. This is evidenced by the length of the documents,

the high number of IROs identified, and the massive use of phase-ins.

The CSRD has led to a qualitative leap forward compared to the previous NFRD regime.
Sustainability reporting has been transformed from a predominantly voluntary exercise
into a structured, standardized process integrated into the management report, based on
the principle of double materiality and subject to mandatory assurance. However,
achieving full maturity of the framework will require progressive refinement of DMA
methodologies, greater integration between internal control systems and ESG reporting,

and a clearer translation of impacts into financial effects.

3.9.3 Implementations for companies and regulators
The evidence suggests a number of implications. For companies, there is a need to evolve

from a compliance mindset to a strategic integration mindset, strengthening the link
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between material IROs, business choices, and financial planning, with a particular focus

on measuring the economic effects of climate and environmental risks.

For policymakers and standard setters, it is important to provide further interpretative
clarifications and operational tools, especially in relation to the quantification of expected
financial effects and the definition of materiality thresholds. The research confirms that
the introduction of a harmonized regulatory framework has increased the comparability
and quality of disclosures, but has also generated operational complexity where it is

necessary to balance information ambitions with compliance burdens.

The evidence that emerged in the first year is part of an evolving regulatory environment.
As seen in the previous chapters, Omnibus Package I, with its proposal to narrow the
scope and publication of the simplified ESRS Exposure Drafts by EFRAG, represents an

attempt to respond to the operational challenges encountered in this initial phase.

This is another reason why the results of the research are important, as they provide a
useful basis for assessing which aspects of the framework have actually generated
informational value and which, on the other hand, have produced excessive complexity

or redundancy.

The first year of CSRD should not be interpreted as a point of arrival, but as the start of
an evolutionary process which, through progressive consolidation measures, can
contribute to making sustainability reporting an increasingly effective tool for

transparency and accountability towards a sustainable economy.

3.10 Comparison with other empirical studies
During 2025, several studies were published analyzing the first sustainability statements
prepared in accordance with the CSRD and ESRS. These studies focus on the same
sustainability statements for the 2024 financial year published by the Wave 1 obligated

companies.

Although there are differences in terms of sample, methodology, and purpose, these
surveys share the objective of providing a snapshot of the implementation status of the
new European framework, identifying its strengths, critical issues in its application, and
initial interpretative guidelines. Issues such as the structure and length of reports, the
application of double materiality, the selection of material thematic standards, and the use

of transitional measures emerge as recurring areas of observation.
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This demonstrates that the present research is part of a broader debate on the first year of
application of the CSRD, offering a perspective that can be read in parallel with other
available evidence. The following paragraphs summarize the main results of the selected
research, highlighting convergences and any specificities with respect to the evidence

presented in this paper.

3.10.1 Real-time ESRS (KMPG)
The “Real-time ESRS” study analyzes a sample of 270 sustainability statements
published in the first half of 2025, referring to the Wave 1 obligated companies operating
in different European countries and belonging to a variety of economic sectors (KPMG,
2025). The reports have an average length of 127 pages (median 107), with 53% of
companies using incorporation by reference, mainly for disclosure of governance,
strategy, and IRO processes (KPMG, 2025). Similar to the findings of this study, the
formal structure is generally compliant with the ESRS, but the link between sustainability

and corporate strategy does not always appear to be clearly integrated.

With regard to IROs, there is a high degree of variability in the number identified
(minimum 9, maximum 150), with an average of 43 and a median of 38 (KPMG, 2025),
values that are substantially in line with those found in the sample covered by this
analysis. Most IROs are classified as impact (60%), while risks and opportunities are less
represented. About half relate to own operations, with the rest distributed between

upstream and downstream.

In terms of themes, four standards account for most of the IROs: E1 Climate Change, S1
Own Workforce, and to a lesser extent G1 Business Conduct and S4 Consumers and end-
users (KPMG, 2025). This evidence confirms the centrality of E1 and S1. Seven percent
of IROs are classified as entity-specific, mainly in the governance and social areas, with
frequent references to cyber risk, data privacy, and digital innovation (KPMG, 2025), in
line with the trend to integrate issues not present in the ESRS but relevant to the business

model.

Further findings highlight a prevalence of impacts over risks and opportunities, and
critical issues in data quality, particularly for Scope 3 and the value chain, as well as
limited disclosure of current and prospective financial effects, often of a qualitative nature

(KPMG 2025).
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These elements are consistent with the findings of this analysis, confirming that the first
year of application was characterized by methodological complexity, wide variability in

application, and progressive structuring of reporting processes.

3.10.2 CSRD Insights (Deloitte)
The study CSRD Insights: A comparison of the first reports by Italian listed companies
analyzes a sample of 85 companies listed on Euronext Milan that have published their
first sustainability statement under the CSRD, covering 81% of the total market

capitalization and including 10 economic sectors (Deloitte, 2025).

In terms of report length, Deloitte notes an average length of 150 pages, with a very wide
range between 54 and 379 pages, highlighting marked variability both between sectors
and within the same sector (Deloitte, 2025). There is no direct correlation between the
number of material topics and the length of the document. Fifty-six percent of companies
have used incorporation by reference, mainly for references to the financial report, the

corporate governance report, or other sections of the management report (Deloitte, 2025).

On double materiality, the average number of thematic ESRS reported is 8, with a
minimum of 4 and a maximum of 10 (Deloitte, 2025). Standards E1 Climate Change, S1
Own Workforce, and G1 Business Conduct are material for 100% of the companies
analyzed, while the other environmental and social standards show greater sectoral
variability. The average number of material IROs is 49, with a minimum of 13 and a
maximum of 164 (Deloitte, 2025). The document also highlights that the number of
material impacts is generally higher than that of risks and opportunities, with the
exception of standard E1, for which the risk and opportunity component is more
significant. Twenty-eight percent of reports identify entity-specific issues, mainly related
to social and governance areas, with recurring themes of cybersecurity, innovation, and

product or service quality (Deloitte, 2025).

On the climate front, 31% of companies report adopting a transition plan, while 68% say
they have set GHG emission reduction targets. Forty-two percent indicate a target
reduction year, and of these, 78% set 2050 as their Net-Zero horizon. Scenario analysis is

included in 77% of reports (Deloitte, 2025).

With regard to the financial dimension, 88% of reports do not identify current financial
effects, while in 95% of cases, information on expected financial effects is not reported,

with recourse to phase-in. Ninety-two percent of reports state that they use estimates,
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mainly in relation to environmental metrics and in particular Scope 3 emissions (Deloitte,

2025).

Overall, the evidence reported by Deloitte's Insight is largely consistent with the findings
of this research for the Italian sample, particularly with regard to the length of the reports,
the centrality of E1 and S1, the large number of material IROs, and the widespread use of
phase-in for expected financial effects, confirming what has already been said about the

significant methodological complexities.

3.10.3 CSRD Barometer 2025 (EY)
EY's CSRD Barometer 2025 study analyzes 200 sustainability statements for the 2024
financial year, published by March 28, 2025, including companies based in the EU, EEA,
Switzerland, and the United Kingdom (EY, 2025). The sample includes 191 Public
Interest Entities (PIE) and 9 non-PIE, selected on the basis of the availability of reports
by the cut-off date. Companies are classified according to the Sustainable Industry

Classification System (SICS), allowing for a comparable sectoral analysis (EY, 2025).

In terms of structure, only 85% of companies include the sustainability statement in the
management report, while the remaining 15% present it in the annual report but outside
the management report (EY, 2025). Ninety-five percent of reports follow the structure
proposed in Appendix F of ESRS 1, while the average length of statements is 123 pages,
ranging from 34 to 398 pages, confirming a high degree of variability, not necessarily
related to the number of material topics identified. 99% of companies use incorporation

by reference, particularly for disclosures SBM-1, GOV-1, and Gov-4 (EY, 2025).

With regard to double materiality, 80.5% of companies apply at least one phase-in option,
with 67.5% using more than one deferral option. The omission mainly concerns
disclosure E1-9 on the expected financial effects of climate risks (EY, 2025). The
description of the DMA process is generally compliant with ESRS 2 IRO-1, with an

average length of four pages.

Fifty-nine percent present the results in tabular form and 52% also include a list of issues

assessed as non-material (EY, 2025).

In terms of topics, ESRS S1 Own workforce is material for 100% of the sample, E1
Climate change for 99.5% and G1 Business conduct for 95%. The standards least

frequently considered material are E3 Water and marine resources (40.5%) and S3
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Affected communities (39%) (EY, 2025). Only 20% of companies identify entity-specific
topics, mainly related to cybersecurity, data privacy, money laundering, and transparent

tax (EY, 2025).

78% of companies report in standard E1 that they have adopted a climate transition plan,
with a further 10% in the process of implementation. However, only 8% disclose the
expected financial effects of climate risks (E1-9) (EY, 2025). Net-Zero targets are
generally set between 2040 and 2050, with significant heterogeneity in the base years
used for Scope 1, 2, and 3. Analysis of Scope 3 emissions highlights distinct sectoral
clusters and a prevailing weight of the categories “Purchased goods and services” and

“Use of sold products” (EY, 2025).

The most frequent ESRS S1 disclosures relate to Equal treatment and opportunities (68%)
and Working conditions (67.5%), while Other work-related rights are less frequently
addressed (19%). 72.5% report information on adequate wages, but only 61.5% specify
the benchmark used (EY, 2025).

Eighty-nine percent of reports are subject to limited assurance, while 11% have obtained
reasonable assurance on specific metrics. In only one case does reasonable assurance
cover the entire statement, while only 1% of reports present a qualified conclusion (EY,

2025).

In general, the findings of the EY CSRD Barometer are consistent with those regarding
the length and variability of reports, the centrality of standards E1 and S1, the widespread

use of phase-ins, and the prevalence of limited assurance.

3.104 State of Play 2025 (EFRAG)
The State of Play 2025: Implementation ESRS study analyzes 656 sustainability
statements for the 2024 financial year, identified and collected by April 20, 2025
(EFRAG, 2025). The analysis combines the use of a Generative Al engine across the
entire sample with manual checks on representative subsets of 50 and 100 reports in order
to ensure an adequate level of reliability of the results (EFRAG, 2025). The sample
mainly includes EU companies (97%), with a wide geographical distribution and a
prevalence of non-financial companies (83%), particularly in the manufacturing sector

(38%).
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In terms of structure and length, the average sustainability statement is 115 pages long,
ranging from approximately 25 to 440 pages (EFRAG, 2025). There is no significant
correlation between document length and the number of material thematic standards,

while sectoral and geographical factors are more relevant (EFRAG, 2025).

On average, 6 out of 10 thematic standards are material. E1 Climate Change (98%), S1
Own Workforce (99%), and G1 Business Conduct (93%) are material for almost all
companies, while ES Circular Economy (65%), S2 Workers in the Value Chain (63%),
and S4 Consumers and End-users (68%) show intermediate prevalence (EFRAG, 2025).
Only 10% of companies consider all 10 standards to be material, while approximately
25% identify four or fewer. There are also differences between financial and non-financial

companies, with the latter reporting a higher number of material standards on average.

When it comes to stakeholder engagement in double materiality assessment, 97% of
companies involve internal stakeholders, while those that also involve external
stakeholders most frequently involve customers (~70%), suppliers (~65%), and investors
(~60%), and less frequently involve NGOs (33%) and local communities (30%) (EFRAG,
2025).

In the environmental field, 55% of companies report having adopted a climate transition
plan, with high variability between countries and sectors (EFRAG, 2025). Approximately
70% report Scope 1 and 2 targets compatible with the 1.5°C scenario, but only a smaller

proportion extend this alignment to Scope 3.

On the social front, 93% of companies report that they guarantee adequate wages to their
employees in the EEA, but with often generic information and little geographical
distinction. With regard to incidents of discrimination and serious impacts on human

rights, most companies report no relevant cases (EFRAG, 2025).

Again, the results of the “State of Play” are broadly consistent with the findings of this

research.
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Conclusions

The question that guided this research, namely how companies reported on the first year
of CSRD implementation, now finds an answer that goes beyond mere formal
compliance. The analysis shows that the first application of the ESRS was not a simple
exercise, but a transformative step that tested governance structures and organizational
processes. Assessing the effectiveness of the CSRD therefore means looking not only at

the text of the regulation, but also at how it has been received by the market.

From a regulatory perspective, the introduction of the CSRD represents a clear leap
forward compared to the previous non-financial disclosure regime. Analysis of
sustainability statements shows a high level of formal standardization. The binding
structure of the ESRS, the articulation of Disclosure Requirements, and the obligation to
specify materiality criteria have fostered significant convergence in the approach to
reporting. This uniformity is one of the main positive results of the European system, as
it strengthens comparability and consistency of information at the supranational level,
overcoming the fragmentation that characterized the NFRD phase. At the same time, the
first application has highlighted elements of complexity. The reports analyzed are often
very extensive, with a large number of IROs identified. This phenomenon can be
interpreted as the result of a prudent approach, aimed at reducing the risk of omissions in
a new and technically complex regulatory context. The extensive use of phase-in
measures and the heterogeneity in the presentation of the Double Materiality Assessment
confirm that the system is still in a phase of interpretative adjustment. However, critical
issues remain related to the high technical complexity and the risk of information
overload. In other words, the regulation has generated consistent and coherent reporting,
but its full effectiveness will depend on the ability to evolve from a predominantly formal
adherence to a quality of information that is truly oriented towards materiality and

decision-making relevance.

It is in the transition from regulation to practice that corporate dynamics emerge most
clearly. From the point of view of companies, the first application of the CSRD
represented a concrete test bed. The analysis highlights a predominantly prudential
approach in the definition of content: many companies tended to over-include IRO and
disclosure, expanding the scope of information to manage regulatory risk rather than
rigorously selecting what was truly strategic. This behavior seems closely linked to the

perception of the complexity of the regulatory framework and the need, in the first year
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of application, to cover the entire spectrum of ESRS requirements. The result is reporting
that is sometimes defensive, focused on completeness rather than focus. One particularly
relevant element concerns financial materiality. Although double materiality has been
formally adopted by all the companies analyzed, the quantification of the financial effects
of sustainability risks and opportunities is limited or absent in most cases. This highlights
a significant methodological gap: the link between sustainability and economic and
financial performance is not yet fully developed. Companies demonstrate an ability to
identify environmental and social impacts, but encounter difficulties in translating them
into measurable economic variables that can be integrated into planning and control
processes. The interpretative quality and effective integration of data into decision-

making processes are still evolving.

The involvement of administrative bodies is generally declared and formalized, but full
strategic integration does not always emerge: in several cases, board supervision still
appears to be anchored to a logic of compliance rather than to a direction of sustainability
choices. At the same time, the growing prevalence of ESG objectives in variable
remuneration systems is a positive sign, as it aligns sustainability with managerial
incentives, promoting the gradual consolidation of sustainability in governance systems.
The content of the statements confirms this transition phase. Climate change and the
workforce emerge as dominant themes. Climate represents a systemic and reputational
risk factor, while employee-related issues directly affect productivity and corporate
attractiveness. The introduction of the CSRD has generated clear benefits for companies:
greater formalization of internal ESG processes, clearer mapping of critical impacts, and
progressive alignment between sustainability objectives and incentive systems. At the
same time, significant limitations have emerged: a high organizational effort, a significant
use of resources, and a risk of reporting overload, with potential repercussions on the
usefulness of the information produced. The CSRD has imposed a cultural leap. The
challenge now is to transform reporting into a strategic lever, permanently integrating

sustainability, business model, and economic performance.

Corporate reporting inevitably leads to the market dimension. The standardization
introduced by the ESRS has increased information transparency for investors, banks,
rating agencies, and stakeholders. Cross-company comparability is strengthened and

information asymmetry is reduced.
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The availability of more detailed and comparable data is an improvement for investment
and risk management processes. Information on impacts, risks, and opportunities can be
integrated into valuation models and capital allocation strategies, contributing to more
effective risk identification. However, the critical issues that have emerged at the
corporate level are directly reflected in the market. The difficulty of quantifying the
financial effects of risks and opportunities limits the full integration of ESG data into
decision-making models. If the information is not clearly linked to economic
performance, its use is likely to remain partial. Furthermore, the extensive length of
reports can generate information overload, which hinders comparability and encourages
the use of decontextualized summary indicators. In this scenario, the role of stakeholders
is evolving. Sustainability-oriented investors and society in general demand not only
greater disclosure, but also consistency between statements and results over time. The
market now has a more solid information base than in the past. The transition from
regulation to practice and from practice to the market highlights that the CSRD is not just
an information obligation, but a process of maturation of the European economic system,
whose full effectiveness will depend on the ability to integrate transparency, strategy, and

sustainable value creation.

While the evidence allows us to evaluate the CSRD on a technical level, it takes on even
deeper meaning when read in light of the historical context in which the directive is set.
The transformation of sustainability reporting is not an isolated phenomenon, but the

regulatory expression of cultural pressure.

A first decisive element concerns generational change. Millennials and Generation Z
show significantly higher sensitivity to environmental and social issues than previous
generations. This attention is not limited to values but has a concrete impact on economic
choices: consumers reward more sustainable brands, skilled workers choose companies
that demonstrate responsibility and social commitment. Human capital, now more than
ever, is a key competitive factor, and reputation is becoming a strategic asset. CSRD
institutionalizes a demand that already exists in the social fabric. Reporting becomes the
answer to a growing demand for transparency from the younger generations, who no
longer accept a clear separation between economic performance and social and

environmental impact.
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At the same time, the global context imposes another reality: the scarcity of resources and
planetary constraints. The climate crisis, the need for a rapid energy transition,
geopolitical tensions, and the fragility of supply chains have shown how much the
traditional growth model is exposed to systemic risks. Natural resources are limited,
environmental impacts generate concrete economic costs, and the resilience of businesses
depends on their ability to manage these constraints. Sustainability can no longer be
interpreted as an ethical option or an ancillary reputational element. Reporting thus takes
on the function of measuring impacts, risks, and opportunities by equipping itself with

tools to govern complexity and guide resilient strategies.

The evidence that emerged in the first year of application must also be read in this
perspective. It testifies to a learning phase in which the economic system is gradually
internalizing new rules of the game. The direction seems clear: sustainability is shifting

from the margins to the center of the business model.

“The economy is a wholly owned subsidiary of the environment.”. Herman Daly, 1996.
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