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Invitationto comment on the Consultation Document on the Ad personam mandate on po-
tentialneed for changesto the governance and funding of EFRAG

Dear Mr. Gauzes,

We appreciate the opportunity to comment on your Ad personam mandate to provide recommen-
dations on the possible changes to the governance and funding of EFRAG, in case EFRAG was
entrusted with the development of possible EU non-financial reporting standards. This comment
letter summarizes the Allianz Group’s key positions on the questions posed in the Questionnaire.

We would first like to highlight again that a consistent global mandatory non-financial reporting
systemwould, in our view, not only simplify the reporting landscape, but clearly be highly
and by far most valuable toincrease the transparency about and comparability among com-
panies in this area. At the same time, we acknowledge that this may be difficult to achieve in a
reasonable timeframe in view of the subject’s urgency. In our opinion, however, a potential EU-level
solution should only represent an intermediate step towards a global solution.

Accordingly, EFRAG’s structure should be amended in a way that is consistent with and contributes
to achieving such a global solution in the mid- to long-term. Therefore, we welcome your proposal
to create afully separate governance structure for the non -financial reporting pillar from the
beginning as well as the fact that both sub-Boards would act fully independently and perform their
respective tasks with a high degree of autonomy. In a similar vein, we fully agree that the non-
financial reporting pillar should have its own separate funding structure.

With view to a global solution, in the mid- to long-term, we believe that EFRAG’s core activities in
financial reporting and non-financial reporting should be aligned and comprise upstream influence,
improving corporate reporting standards, and endorsement advice. To this end, the Non-financial
Reporting Board could be migrated towards an endorsement body as soon as a global standard-
setter for non-financial reporting is in place. We would like to emphasize again that this view is not
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based on any specific concerns regarding EFRAG’s general ability to fulfil the role of a standard-
setter in non-financial reporting. On the contrary,we are well aware of the very high level of EFRAG's
expertise and its proven track record and highly appreciate EFRAG's work. Rather, our view and
corresponding proposals are based on more holistic and long-term considerations as to the optimal
and most efficient set-up in the steady state, for which, in our view, a global solution should be
pursued and for which the financial reporting set-up can and should serve as a point of reference.

As to the concrete proposals outlined in the consultation document, we would further like to make
three more specific comments. First, EFRAG should only make changes to its governance and
funding structure that are in fact requiredto servethe role of developing EU non -financial
reporting standards in the short-term. Second, in our understanding, the proposals in many
cases implicitlyimply a strong parallel betweenthe financial reporting pillar and the non-
financial reporting pillar, although the non-financial reporting pillar would be set up for a
very different role and purpose. Therefore, mirroring the current set-up of the financial reporting
pillar in all respects would, in our view, not properly reflect the different nature of EFRAG's role in
non-financial reporting. Third, beyond the envisaged separation of the two pillars and the three-
board structure, we sometimes missed more detailed and specific information about the roles
and responsibilities as well as the composition of the envisaged Boards and TEGs, and the
rationale as to why this particular structure is deemed as most suitable. This rendered it more
difficult to assess whether the proposed structure can be considered as the best option, both in the
short-term and with view to a global solution in the mid- to long-term.

Finally, more generally, while we deem comprehensive involvement of the interested public and
stakeholders as essential to ensure that resulting standards are relevant for and responsive to the
needs of all stakeholders and, therefore, generally agree with the proposed steps of the due
process, we believe that it would likely be too time-consuming at this stage. To tackle the
timing issue, especially with regard to the short-term, we believe that reliance on existing guid-
ance and collaboration with respective organizationsis essentialand would allow to achieve
timelyprogressinareasonabletimeframe, while stillallowingfor areasonable and sufficient
degreeof publicinvolvement. Atbest, one or more existing standards, as deemed suitable, would
serve as the initial basis and core guidance, which is then supplemented in a way to address EU
specificities based on the technical guidance developed within the non-financial reporting pillar. In
any case and irrespective of these structural considerations, we deem it as essential that the
respective disclosure requirements be streamlined and consistent withthose imposed by
means of existing and upcoming EU regulations.

The appendixto this letter sets out our view and detailed comments on the specific questions posed
in the consultation document, with a focus on the issues which are of particular relevance for us. In
this regard, we would like to note that, as we already provided very detailed feedback to your initial
questionnaire about EFRAG’s governance and funding structure, many of our views are not re-
peated herein. Rather, we focus on the concrete proposals presented and the specific questions
posed in this consultation documentand respond to them under the assumption that EFRAG will in
fact be entrusted with the development of EU non-financial reporting standards. However, both of
our feedbacks should be considered on a combined basis as, together, they comprehensiv elyreflect
our overall view.

We hope that our feedback is helpful for you. Please feel free to contact Dr. Julia Menacher
(Julia.Menacher@allianz.com) or us to discuss any matters raised in this letter.

Yours sincerely,

AN A. Thd,

Dr. Roman Sauer Andreas Thiele

Head of Group Accounting & Reporting Head of Group Accounting Policy Department
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Appendix: Consultation Document on the Ad personam mandate on poten-
tial need for changestothe governance and funding of EFRAG - Consulta-
tion Questions

We would first like to take the opportunity to make the following overarching remarks which relate
to the proposals more generally:

We provided very detailed feedback to the previous consultation about EFRAG’s governance
and funding structure, in case EFRAG was entrusted with the development of possible EU non-
financial reporting (“NFR”) standards. Many of our views are not repeated herein, if not explicitly
requested, to avoid redundancies. Rather, we focus on the concrete proposals presented and
the specific questions posed in the consultation document and respond to them under the as-
sumption that EFRAG will in fact be entrusted with the developmentof EU NFR standards. How-
ever, ultimately, both of our feedbacks should be considered on a combined basis as, together,
they comprehensively reflect our overall view.

We would like to highlight again that a consistent global mandatory NFR system would not only
simplify the reporting landscape, but clearly be highly and by far most valuable to increase the
transparency about and comparability among companies in this area. At the same time, we
acknowiedge that this may be difficult to achieve in a reasonable timeframe in view of the sub-
ject’s urgency. In our opinion, however, a potential EU-level solution should only represent an
intermediate step towards a global solution. In this regard, the financial reporting (“FR”) set-up
can generally serve as a point of reference in many respects as it has been successful in achiev-
ing high-quality and consistent global FR standards.

In our opinion, EFRAG’s structure should be amendedin a way that is consistent with and con-
tributes to achieving such a global solution in the mid- to long-term. To this end, we deem it
essentialthata separate governance structure be setup for EFRAG’s NFR pillar, with the primary
aim to ensure full independence from the beginning. This set-up would be best suited to facilitate
significant short-term progress at the EU level, on the one hand, as well as to allow for the mi-
gration towards a global solution in the mid- to long-term, on the other hand. Accordingly, we
welcome the proposal to create a fully separate structure for the NFR pillar from the beginning.

At the same time, in our view, EFRAG should only make changes to its governance and funding
structure that are in fact required to serve the role of developing EU NFR standards in the short-
term, both in order to achieve an efficient reorganization at the outset and to avoid unnecessariy
extensive reorganizations at a later stage. We do not believe, for example, that a completely
differently staffed joint EFRAG Board would be required, given that the two sub-Boards would
each ‘be responsible for all positions regarding its area of competence, after having considered
the technical advice provided by its corresponding TEG and reflecting the results of EFRAG’s
due process’ (please refer to our response to Question 7).

In our understanding, the proposals outlined in the consultation document in many cases implic-
itly imply a strong parallel between the FR and the NFR pillar, although the NFR pillar would be
set up for a very different role / purpose (i.e. developing standards for EU NFR) than the FR pillar
(i.e. endorsement advice and influencing IFRS standard-setting in the European public interest).
Therefore, mirroring this set-up in all respects would, in our view, not properly reflect the different
nature of EFRAG's role in NFR. In particular, the NFR pillar may require specific governance and
funding arrangements, for example as to staffing of the specific bodies (e.g. less systematic ro-
tation) or the involvement of specific stakeholders. Asto the latter, for example, while the involve-
ment of European stakeholder organizations in the FR pillar (directly or via observer rights)
makes perfect sense with view to EFRAG’s role in FR, a similar rationale does not necessarily
apply for the NFR pillar.
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e Giventhe IFRS Foundation’s proven track recordin FR, its extensive expertise in standard-set-
ting and stakeholder dialogue as well as its robust governance and well-established, transparent
and inclusive due process, we believe that its potential endeavor to set up a second standard
setter under the umbrella of the IFRS Foundation may be a promising step towards a global
solution. If such as standard setter was set up, in order to prevent parallel work on the same
topics and achieve timely progress, we would strongly advocate close collaboration and dialogue
between EFRAG and this standard setter.

e Our responses to Questions 1-6 and 11 apply more generally and do not (only) relate to the
specific governance structure proposed in section 5 of the consultation document.

e Qur responses to Questions 7-10 are based on the assumption that the three-board structure,
as proposed in section 5 of the consultation document, is implemented.
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Question 1: Due process

Do you agree that the above reflects the key due process steps for open and transparent non-
financial standard setting? If not, which other steps would you advise me to consider or to remove?

We generally agree with the proposed steps of the due process and strongly welcome the fact that
a high degree of stakeholder dialogue and public involvement is envisaged. Nonetheless, there are
two aspects, in particular, that we would like to address in this context and that EFRAG should take
into account in our view:

¢ We deem comprehensive involvement as essential to ensure that standards are developed in a
balanced manner and are notsolely driven by the, admittedly urgent, need for action and specific
political objectives on sustainability matters. Nonetheless, the due process (as in the current FR
standard-setting set-up and as proposedherein)would likely be too time-consuming at this stage.
In particular, we believe that, for example, "Undertaking field tests and other forms of effect anal-
yses before a projectis included in the work plan” would not be required for all sustainability
matters at this point, as there clearly isa demand for NFR with respectto numerous sustainability
matters (e.g. climate change). Also, to tackle the timing issue, especially with regard to the short-
term, we believe that reliance on existing guidance and collaboration with respective organiza-
tions is essential and would allow to achieve timely progress in a reasonable timeframe, while
still allowing for a reasonable and sufficient degree of public involvement. At best, one or more
existing standards, as deemed suitable, would serve as the initial basis and core guidance, which
is then supplemented in a way to address EU specificities based on the technical guidance de-
veloped within the NFR pillar.

e Paragraph 3.2 could be understood in a way that the due process as established for EFRAG’s
FR pillar, which arguably "allows alland mainly European constituents to put forward their views",
can serve as a point of reference for the NFR pillar. First, we believe that the specificities of
standard-setting should be taken into account when defining the due process for the NFR pillar
as this might, for example, require a different degree or way of outreach. Second, we do not
agree with the regional scope as this could lead to standards that are primarily developed in the
European public interest, making it less likely for themto have a global impact. While the scope
makes perfect sense with view to EFRAG’s role in FR, for developing NFR standards, knowledge
and expertise from stakeholders worldwide would be particularly beneficial, especially against
the background that improving NFR is clearly an objective that is shared by stakeholders and
actively worked on globally.
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Question 2: Member states and national public authorities

Considering the proposed new governance structure (see section 5 EFRAG proposed new core
structure) at what level do you consider that the relevant national authorities should be involved and
should they be members or observers:

* EFRAG General Assembly?

*» The EFRAG Board responsible for the oversight of the Non-Financial Reporting Board (see
di gramin the Preliminary Report)?

* The Non-Financial Reporting Board?

* TEG for Non-Financial Reporting?

Should a Consultative Forum (similar to the Consultative Forum of Standard Setters in the Financial
Reporting pillar) or any other form of advisory committee; be created for the Member States and
national public authorities?

We generally agree that member states and national public authorities should be involved to the
extent that they bring relevant expertise and / or that there are interconnectivities that need to be
taken into account. However, in our view, a due process as presented on p. 7-8 of the consultation
document, which is in substance similar to the one applied in FR (in combination with a suitable
governance and financing structure, see below), would allowthem to provide input and get involved
to a significant and reasonable extent.

In our view, there are noindications as to why a differentapproachasto their respective involvement
in the standard-setting process should be adopted in the context of NFR as compared to FR. Fur-
ther, member states' interests are represented by the EC, Parliament and Council who retain the
actual legal right to impose standards.

Consequently, we do not believe that member states and national public authorities should be in-
volved systematically at any of the levels listed in this question, neither as members nor as observ-
ers. In particular, we do not believe that the involvement of national public authorities in the NFR
pillar should mirror the current involvement of national standard setters in the FR pillar. The latter
are actual FR standard setters, meaning that their expertise is focused on FR, while this is (mostly)
not the case for themin NFR, nor for national public authorities in general. A similar approach (as
in the FR pillar) may potentially be applied for actual national NFR standard setters or for the national
FR standard setters also setting NFR standards (the latter would then, however, already be repre-
sented in the GA today), if deemed appropriate / required. In any case, globally leading standard
setters should be involved as well at the appropriate levels (please referto our responsesto Ques-
tions 7, 8 and 9), especially against the background of their knowledge and expertise, and the fact
that for the purpose of NFR standard-setting, involving European stakeholders only is neither re-
quired nor suitable.

However, setting up a consultative forum (similar to the EFRAG CFSS) could be a compromise and
worthwhile, for example, to detectinconsistencies with national requirementsand policiesin an early
stage, but would not be strictly required in light of the envisaged due process in our view.

Finally, more generally, we would like to emphasize that involvement of members states must not
necessarily translate into involvement of national public authorities, depending on each member
state’s national set-up. We would only recommend to involve a national public authority if it is in fact
the relevant national standard-setting body in a particular jurisdiction and, thus, has the relevant
expertise. This should be assessed on a case-by-case basis to determine the most suitable ap-
proach to ensure high-quality national input.
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Question 3: European institutions and agencies

Considering the proposed new governance structure (see section 5 EFRAG proposed new core
structure) at which level do you consider European institutions and agencies should have repre-
sentatives and should they be members or observers:

* The EFRAG Board responsible for the oversight of the Non-Financial Reporting Board (see
di gramin the Preliminary Report)?

* The Non-Financial Reporting Board?

» TEG for Non-Financial Reporting?

* The Working Groups?

Should a Consultative Forum or any other form of advisory committee; be created for European
Institutions and Agencies to provide input to the TEG for Non-Financial Reporting and the Non-
Financial Reporting Board?

In our view, ESMA as well as other European public bodies such as EBA, EIOPA or ECB should
have a role in the NFR context that is similar to their respective role in the FR context under IFRS
and should, thus, be involved into the standard-setting process to a similar extent and via similar
procedures. Forexample, given ESMA’s current role to promote the consistent application of IFRS
and foster convergence of enforcement practices across Europe, ESMA could assume a similar role
to promote the consistent application of potential future NFR standards and foster respective con-
vergence of enforcement practices across Europe, naturally under the assumption that ESMA is
reorganized in a way to be endowed with the same level of expertise in NFR as in FR. However, in
analogy to the rationale outlined in our response to Question 2, in our view, there are noindications
as to why a different approach as to the degree or way of involvement of these European public
bodies in the standard-setting process should be adopted in the context of NFR as compared to FR.
Accordingly, neither ESMA nor other European public bodies should, in our view, be granted a spe-
cific / different role in the standard-setting processin NFR.

Consequently, we do not believe that European institutions and agencies should be involved sys-
tematically at any of the levels listed in this question, neither as members nor as observers.

As to organizations with high technical expertise on sustainability matters, they should in our view,
also not be granted a specific role in the standard-setting process in NFR. However, setting up a
consultative forum or any other form of advisory committee could be worthwhile to incorporate their
knowledge and expertise. In this case, such a committee could involve the above mentioned Euro-
pean public bodies such as ESMA as well, if deemed necessary. Also, in this case, globaliinstitutions
and agencies (e.g. UN, WEF) should be involved as well, especially against the background of their
knowledge and expertise, and the fact that for the purpose of NFR standard -setting, involving Eu-
ropean stakeholders only is neither required nor suitable.

In this context, we would also like to note that involving European organizations to a greater extent
(while not involving non-European organizations) would not be aligned with our key position that the
degree of uniformity and comparability in NFR should be maximized, globally as far as possible.
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Question 4: Private sector and civil society

Considering the proposed governance structure (see section 5), at which level do you consider
private sector and civil society ought to have representatives:

 The EFRAG Board responsible for the oversight of the Non-Financial Reporting Board (see
diagramin the Preliminary Report)?

* The Non-Financial Reporting Board?

* TEG for Non-Financial Reporting?

* The Working Groups?

In general, when determining the composition of a standard-setting body (be it in a short-term or
mid- to long-term set-up), or the NFR pillar, more specifically, it needs to be ensured that, compre-
hensively, its members have the necessary expertise, experience, tools and knowledge in the area
of NFR as well as any essential related areas. This, in turn, assures that it is aware of and able to
take into account the information needs and interests of all relevant stakeholders to a reasonable
and balanced extent. Thus, while we generally agree that all of the stakeholder groups listed on
p. 11 of the consultation document are important and should be involved, provided that the NFR
pillar is appropriately staffed in the first place, in our view, a due process as presented on p. 7-8 of
the consultation document, which is in substance similar to the one applied in FR (in combination
with a suitable governance and financing structure, see below), would allow private sector and civil
society representatives to provide inputand get involved to a significant and reasonable extent.

In analogy to the rationale outlined in ourresponses to Questions 2 and 3, in our view, there are no
indications as to why a different approach as to their respective involvementin the standard-setting
process should be adopted in the context of NFR as compared to FR. We acknowledge that NFR
is relevant for a broader stakeholder group and that adapting a framework to the needs of financial
stakeholders (only) would not be able to ensure that the information needs of all other stakeholders
are fully covered as well (especially when it comes to the inside-out perspective without rebound
effect). Nonetheless, we believe that financial stakeholders are also (increasingly) interested in
NFR, which implies that adapting a framework to their needs would, at least, ensure that the infor-
mation needs of other stakeholders are covered to a great extent. In addition, there is broad agree-
ment that other stakeholders’ information needs need to be considered as well and, among others,
the application of the double materiality perspective as required under the NFRD reflects the strong
commitment to respond to these needs appropriately.

Consequently, we do not believe that private sector and civil society representatives should be in-
volved systematically at any of the levels listed in this question, neither as members nor as observ-
ers.
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Question 5: SMEs

Considering the proposed governance structure (see section 5), at which level do you consider
SMEs (SMPs) should be represented:

 The EFRAG Board responsible for the oversight of the Non-Financial Reporting Board (see
diagramin the Preliminary Report)?

* The Non-Financial Reporting Board?

* TEG for Non-Financial Reporting?

* A SME- focused Working Group?

Would it be sufficient to seek input of SMEs/SMPs in the public consultation and outreaches rather
than involve them in the governance bodies?

In general, we believe that a reasonable and proportionate set of requirements should be developed
for SMEs, which reduces the burden for SMEs, while still ensuring that the basic data points are
provided at a reasonable cost, taking into account the minimum information required for other com-
panies (in particular, financial institutions) to meet their disclosure requirements (as, for example, in
the EU setting given the linkage between the NFRD, EU Taxonomy and SFDR).

While such specific disclosure requirements for SMEs would naturally have significant implications
for SMEs and related governance and oversight bodies, we do not perceive particular implications
as to the governance and standard-setting process of the body in charge of developing NFR stand-
ards or the umbrella organization, respectively. In analogy to the rationale outlined in our responses
to Questions 2, 3 and 4, in our view, there are no indications as to why a different approach as to
their respective involvement in the standard-setting process should be adopted in the context of
NFR as compared to FR. Rather, again, we believe that a due process as presented on p. 7-8 of
the consultation document, which is in substance similar to the one applied in FR (in combination
with a suitable governance and financing structure, see below), would allow SMEs and related gov-
ernance and oversight bodies to provide inputand get involved in the standard-setting processto a
significant and reasonable extent.

Consequently, we do not believe that SMEs should be involved systematically at any of the levels
listed in this question, neither as members nor as observers. However, setting up an SME-focused
working group could be a compromise and worthwhile, but would not be strictly required in light of
the envisaged due process in our view. In any case, such a working group should not only be com-
posed of SMEs (but also of other experts, for example, from relevant bodies in the context of EU
NFR).
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Question 6: Cooperation with other standard setters and initiatives

What do you see as main features of cooperation with the (global) reporting initiatives? What kind
of involvement could you consider?

As mentioned in our response to Question 1, we believe thatany EU NFR guidance should build on
and be aligned with existing NFR guidance as much as possible. At best, one or more existing
standards (or, forexample, the “Statement of Intent” initiative), as deemed suitable, would serve as
the initial basis and core guidance, which is then supplemented in a way to address EU specificities
based on the technical guidance developed within the NFR pillar.

This is not only absolutely critical to achieve timely progress, which is key given the urgency of
sustainability matters. Further, such an approach would leverage synergies to the highest possible
degree by leveraging previous efforts related to the actual development of frameworks and stand-
ards. Also, the broader the application of such frameworks and standards already at this stage, the
more the preparers can build on their current reporting practices, which, in turn, is beneficial for
users in terms of transparency and comparability as well. Finally, such a modular approach would
increase the likelihood of a potential EU-level solution to have a global impact, especially as the EU
NFR standards would then already be closely aligned with existing global NFR guidance. This would
ensure that EU NFR standards would not only or primarily be driven by EU-levelinterests and needs,
at least with regard to the core guidance, but would still address them via specific supplementary
guidance developed within the NFR pillar.

Indeed, the involvement of and cooperation with existing standard-setting organizations is, in our
view, a key step towards ultimately achieving a global solution and should, therefore, be one of the
key priorities and objectives from the beginning. Comprehensive involvement of existing standard-
setting organizations (worldwide) must be ensured via an adequate governance structure.

In our view, the most promising approach and credible signal would consist in the representation of
(selected relevant) existing (international) standard-setting organizations (at leastthe “Statement of
Intent” initiative) in the actual standard-setting body (or an interim body of experts, as the case may
be). In addition, this body should actively seek input from and involvement by existing standard-
setting organizations via concrete processes such as by setting up dedicated advisory panels / con-
sultative groups with their respective representatives. In addition, further relevant bodies in the con-
text of EU NFR such as the Platform on Sustainable Finance, which was recently established pur-
suant to the Taxonomy Regulation, shall be represented in or strongly engage with this body as well
in order to ensure consistency between any future NFR standards and relevant (current and up-
coming) EU legislation(s).

These considerations apply and should be considered more generally, in our opinion, i.e. irrespec-
tive of whether a global standard-setting body were to be newly established already as a first step
or whether a technical body of experts were established under the umbrella of EFRAG as an inter-
mediate step, if such future NFR standards should have a global impact.

In any case, we deem it as essential that EFRAG provides insights into how it plans to work with
existing NFR initiatives, howit plans to consider and integrate existing guidance, and about its com-
mitment to and engagement in consolidating / harmonizing the reporting landscape and ultimately
working towards a global NFR standard setter.
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Question 7: EFRAG Board

We would first like to take the opportunity to make the following overarching remarks which relate
to the specific structure proposed in section 5 of the consultation document more generally:

e We strongly welcome the proposal to create a fully separate structure for the NFR pillar from the
beginning as well as the fact that the two sub-Boards would act fully independently and perform
their respective taskswith a high degree of autonomy (namely, as they would “be responsible for
all positions regarding its area of competence, after having considered the technical advice pro-
vided by its corresponding TEG and reflecting the results of EFRAG’s due process”).

e While interconnectivity between FR and NFR is, of course, very important, this would be of par-
ticular relevance for an umbrella organization that sets both FR and NFR standards. In the con-
text at hand, we rather deemitas important in terms of the exchange of knowledge and expertise,
among others, about overarching topics such as digitization or topics with intersections affecting
/ contributing to both pillars. In particular, the FR and NFR pillars serve very different roles and
their respective activities can and should not be strictly / deliberately aligned. In contrast, both
roles should generally be fulfilled fully independently of each other.

e Beyond the envisaged separation of the two pillars and the three-board structure, we sometimes
missed more detailed and specific information about the roles and responsibilities as well as the
composition of the envisaged Boards and TEGs within the proposed governance structure, and
a corresponding rationale as to why this structure is proposed and deemed as most suitable. This
rendered it more difficultto assess whether the proposed structure can be considered as the best
option, both in the short-term and with view to a global solution in the mid- to long-term.

What in your view should be the maximum size the new EFRAG Board?

We believe that the number of members should be restricted to max. 40 (for efficiency reasons and
against the background of coordinationissues), subject to the below considerations regarding its
composition. Usually we would see a size of 15-18 members as the maximum size for a decision
making body, but the higher number would be required if EFRAG follows the idea to create a “joint
Board” as described below.

Which stakeholders should be represented and in which proportion?

As we understand that the two sub-Boards would act fully independently and perform their respec-
tive tasks with a high degree of autonomy (namely, as they would “be responsible for all positions
regarding its area of competence, after having considered the technical advice provided by its cor-
responding TEG and reflecting the results of EFRAG’s due process”), we do not believe that a
(completely) differently staffed joint EFRAG Board would be required. In fact, the NFR pillar would
serve a very different role / purpose (i.e. developing standards for EU NFR) than the FR pillar (i.e.
endorsement advice and influencing IFRS standard-setting in the European public interest). As
such, while there are, of course, interconnectivities between FR and NFR, more generally, EFRAG’s
roles in both areas differ significantly and should be carried out fully independently of each other.
Accordingly, the EFRAG Board would, in our understanding, primarily serve as a representative
body to the public and allow for and ensure a reasonable degree of dialogue and exchange of
knowledge and expertise between the FR and NFR pillars. To this end, we believe that the most
suitable and resource-efficient approach would be if the EFRAG Board was (only) composed of the
members of the two sub-Boards. The EFRAG General Assembly should be in charge of exercising
oversight over both sub-Boards, whilst respecting their exclusive responsibility for the positions
taken on all NFR and FR matters, respectively.

A “Board” is usually a decision making body, while in our view the new joint EFRAG Board acts
mainly as a representative body for exchange and discussion purposes. One possibility could be to
identify topics which are relevant for financial and non-financial reporting, specifically topics related
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to the interconnectivity, and make the EFRAG Board the decision making body for them. If no deci-
sion making power is granted to the EFRAG Board, as all topics are either covered by the Financial
Reporting or Non-Financial Reporting Board, maybe the EFRAG Board should be renamed as a
Councilonly, as it is a consultative body only. We also deem this approach as suitable with viewto
a global solution in the mid- to long-termwhere EFRAG should, in our view, pursue its current role
in FR in NFR as well. In the steady state, there would likely be more decisions that would in fact
relate to both areas and would, thus, need to be taken by the EFRAG Board, e.g. if endorsement
advice was to be provided to the EU for a standard on a management commentary that would
require elements from both FR and NFR. The three-board structure could then potentially even be
simplified, namely, by retaining only the EFRAG Board and both TEGs, where the former would
then be responsible for performing the tasks of the FR and the NFR Boards.

In our view, the current EFRAG Board could and should be migrated to the FR Board. This would
ensure that the well-established FR pillar which we believe should in substance remain unchanged,
is not affected by any reorganizations made to EFRAG. The NFR Board would need to be newly set
up. As to the respective proportion of the EFRAG Board representatives, we would suggest for the
EFRAG Board to consist of an equal amount of members of the FR and the NFR pillar at all times.
Accordingly, we would suggest for the NFR Board to also consist of 17 members, if deemed rea-
sonable with view to the required stakeholder involvement. Otherwise, namely if one sub-Board
were to have more members than the other sub-Board, for this sub-Board, a rotation mechanism as
to its members’ representation in the EFRAG Board should be set up.

Finally, we believe that the FR and NFR Board should have the same Chair, who should further
serve as the EFRAG Board President as well. As the two sub-Boards would act fully independently
and performtheir respective tasks with a high degree of autonomy, we do not believe that appointing
another individual as EFRAG Board President would be required / appropriate. In our understand-
ing, this position would, otherwise, be very much detached fromtechnical topics/decisions. Further,
as the EFRAG Board President should not either be the Chair of the FR Board or the NFR Board,
we believe that the most straightforward and suitable set-up would be for the same individual to
serve as the Chair of all three Boards.

This set-up would, in our view, also be appropriate to ensure interconnectivity, subject to the above
considerations as to howwe perceive interconnectivity in this particular context, where the FR and
NFR pillars serve very different roles.

Should there be observers? If so, who should be the observers?

In our view, European Public institutions such as the EC, ESAs and ECB could participate in the
EFRAG Board in an observer capacity. The same could apply for other relevant organizations with
a focus on sustainability matters or with high technical expertise on sustainability matters, as
deemed relevant.

Do you foresee any obstacles that may arise were the EFRAG Board charged with oversight to
include representatives of the Non-Financial Reporting Board and the Financial Reporting Board?

As we understand that the two sub-Boards would act fully independently and perform their respec-
tive tasks with a high degree of autonomy and that the EFRAG Board would, thus, not take actual
decisions related to the FR and NFR pillars, we do not foresee any obstacles that would arise from
appointing (only) representatives from the two sub-Boards to the EFRAG Board. Obstacles would,
however, arise, if the EFRAG Board rather thanthe EFRAG General Assembly was to be in charge
of exercising oversight over both sub-Boards.

Should the EFRAG Board appoint the members of both TEGs and the European Lab, or should this
be done by their respective Boards (Non-Financial Reporting Board and the Financial Reporting
Board)?

The EFRAG Board should appoint the European Lab SG members as (based on the structure pro-
posed in section 5 of the consultation document) it does not pertain to the FR and NFR pillars. If a
particular project task force serving only one of these pillars was set up within the European Lab,
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the respective sub-Board could make appointment recommendations to the EFRAG Board or decide
upon the temporary members autonomously. However, we do not believe that this scenariois likely
to occur very often (please refer to our response to Question 10).

The TEG members should be appointed by their respective responsible sub-Board. As to the FR
TEG, the formal process as currently in place, in our view, should be carried forward.

Question 8: Non-financial reporting board

What in your view should be the maximum size of the new Non-Financial Reporting Board?

Based on our response to Question 7, we would suggest for the NFR Board to also consist of 17
members, if deemed reasonable with viewto the required stakeholder involvement. In any case, we
believe that the number of members should be restricted to max. 20 (for efficiency reasons and
against the background of coordination issues).

Which stakeholders should be represented and in which proportion?

In our understanding, the NFR Board would represent the body that would actually be responsible
for developing NFR standards, with the TEG providing input/ support/ technical guidance. As to its
composition, generally, a similar approach could be adopted as for the FR Board, yet taking the
different thematic focus and nature of the NFR role into account. In particular, we would strongly
recommend for (selected relevant) existing (international) standard-setting organizations (at least
the “Statement of Intent” initiative) to be directly represented in the NFR Board (please refer to our
response to Question 6). This approach would be particularlypromising, especially againstthe back-
ground of their knowledge and expertise, the fact that for the purpose of NFR standard -setting,
involving European stakeholders only is neither required nor suitable, and to achieve a globalimpact
as well as timely progress.

Should there be observers? If so, who should be the observers?

While the involvement of various bodies in the FR pillar via observer rights makes perfect sense
with view to EFRAG’s role in FR, a similar rationale does not necessarily apply for the NFR pillar.
Taking the different nature of the NFR role into account, we do not believe that there should be
observers. In particular, there are no indications as to why a different approach as to the degree or
way of involvement in the standard-setting process should be adopted in the context of NFR as
compared to FR.

Should the Non-Financial Reporting Board members be appointed by the EFRAG General Assenm
bly on recommendation of the EFRAG Board or directly by the EFRAG Board?

Against the background of our proposal as to the composition of the EFRAG Board, we believe that
the NFR Board members should be appointed by the EFRAG General Assembly. If a (completely)
differently staffed joint EFRAG Board were implemented, which we would not recommend, the
EFRAG Board could make respective recommendations to the EFRAG General Assembly. Appoint-
ment by the EFRAG Board would, in our view, only make sense if the EFRAG Board was also
endowed with making decisions directly related to the FR and NFR pillars. Otherwise, it would, in
our view, not be appropriate for members (primarily) catering the FR angle to be involved in key
decisions about the NFR pillar, and vice versa.

How can the interconnectivity between the Financial Reporting Board and the Non-Financial Re-
porting Board be ensured?

In our view, the following measures would be appropriate to ensure interconnectivity between both
sub-Boards and, thereby, between both pillars, more generally, subject to the above considerations
as to how we perceive interconnectivity in this particular context, where the FR and NFR pillars
serve very different roles (please refer to our response to Question 7):
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e The proposed composition of the EFRAG Board would allow for and ensure areasonable degree
of dialogue and exchange of knowledge and expertise betweenthe FR and NFR Boards/ pillars.

e The FR and NFR Board should have the same Chair, who should in turn be the EFRAG Board
President as well (please refer to our response to Question 7).

¢ In addition to having the same Chair, one other member of the FR Board should be an observer
in the NFR Board, and vice versa.

If a (completely) differently staffed joint EFRAG Board was implemented, which we would not rec-
ommend, joint FR and NFR Board meetings should take place on a regular basis (and on demand)
for the exchange of knowledge and expertise, among others, about overarching topics such as dig-
itization or topics with intersections affecting/ contributing to both pillars.
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Question 9: TEG for non-financial reporting

What in your view should be the maximum size of the new Non-Financial Reporting TEG?

We believe that the number of members should be restricted to max. 20 (for efficiency reasons and
against the background of coordination issues).

Which stakeholders should be represented and in which proportion? Should there be observers? If
so, who should be the observers?

We do not believe that there is a particular stakeholder representation ratio to be pursued for the
composition of the NFR TEG. Rather, the focus should be on ensuring appropriate technical exper-
tise in a timely manner and from the beginning, e.g. by involving (selected relevant) existing (inter-
national) standard-settingorganizations (at least the “Statement of Intent” initiative) directly as mem-
bers or via dedicated working groups / task forces / advisory panels. Also, while we generally deem
the formal appointment process (as currently applied for EFRAG’s TEG) as appropriate, yearly ro-
tations would not be required / appropriate for the NFR TEG, at least not from the beginning, as it
is already a key challenge to establish the relevant technical expertise in the first place.

In analogy to the above rationale regarding the NFR Board, while the involvement of various bodies
in the FR pillar via observer rights makes perfect sense with view to EFRAG’s role in FR, a similar
rationale does not necessarily apply for the NFR pillar. Taking the different nature of the NFR role
into account, we do not believe thatthere should be observers. In particular, there are no indications
as to why a different approach as to the degree or way of involvement in the standard -setting pro-
cess should be adopted in the context of NFR as compared to FR.

Do you agree that EFRAG TEG members are recommended by the EFRAG Non-Financial Report-
ing Board but appointed by the EFRAG Board rather than be appointed by the EFRAG Non -Finan-
cial Reporting Board?

We believe that the NFR TEG members should be appointed by the NFR Board. Appointment by
the EFRAG Board (even upon recommendation by the NFR Board) would, in our view, only make
sense if the EFRAG Board was also endowed with making decisions directly related to the FR and
NFR pillars. Otherwise, it would, in our view, not be appropriate for members (primarily) catering the
FR angle to be involved in key decisions about the NFR pillar, and vice versa.

How can the interconnectivity between the Financial Reporting TEG and the Non-Financial Report-
ing TEG be ensured?

In our view, the following measures would be appropriate to ensure interconnectivity between both
TEGS, subject to the above considerations as to howwe perceive interconnectivity in this particular
context, where the FR and NFR pillars serve very different roles (please refer to our response to
Question 7):

e One or two members of the FR TEG should be an observer in the NFR TEG, and vice versa.

e Joint FR and NFR TEG meetings should take place on a regular basis (and on demand) for the
exchange of knowledge and expertise, among others, about overarching topics such as digitiza-
tion or topics with intersections affecting / contributing to both pillars.

In addition, we suggest for EFRAG to address whether individuals could generally serve as mem-
bers of both TEGs at the same time. In this case, we would sugge st for EFRAG to implement a
rotation mechanismto ensure that the same individuals would not serve on both TEGs for longer
time periods.

Against the background that the FR and NFR pillars serve very different roles, it seems unlikely that
joint working groups that would in fact be directly linked to both pillars would be required.
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Question 10: Activities of the European Lab

Do you agree that there is a need for a European Lab activity in the revised EFRAG governance
structure?

In our view, retaining the European Lab would not be strictly required, but could be worthwhile.
Overall, we believe that there are arguments both for and against its retention and we recommend
that EFRAG carefully considers whether the advantages or disadvantages prevail:

e Pro: Retaining the European Lab could generally be worthwhile to conduct further projects to
stimulate innovations in the field of corporate reporting in Europe by identifying and sharing good
practices.

e Con: Given the fact that within the FR and NFR pillars, dedicated working groups / task forces /
advisory panels can be set up, if necessary, the needto set up such groups within the European
Labis reduced. Also, given the significant structural changes and the major newrole that EFRAG
would be taking on, both subjectto an urgenttimeline, focusing on these two roles might be more
efficient and goal-oriented, or even necessary, in the short-term. In particular, innovation and the
sharing of best practices are considered very relevant by the broader public and are also strongly
encouraged by many other organizations and initiatives. In any case, EFRAG should first ensure
that the FR and NFR pillars would be endowed with sufficient resources. Based on our under-
standing of the European Lab’s current structure, composition and tasks, it may, alternatively
form the basis for or be migrated to a working group / advisory panel for the NFR TEG. In any
case, it should not form the basis for or be migrated to the standard-setting body, which, in our
understanding, would be the NFR Board.

Do you agree that the European Lab could address both non-financial reporting and financial re-
porting activities?

In our view, if the European Lab were retained, its activities should cover the entire corporate re-
porting landscape. Otherwise, it would not seem straightforward to position the European Lab out-
side of the NFR pillar. Nonetheless, the respective tasks should not be directly related to either of
EFRAG’s two roles and respective activities, but rather to overarching topics such as digitization or
topics with intersections affecting/ contributing to both pillars. For tasks directly related to the FR or
NFR roles, dedicated working groups / task forces / advisory panels should be set up by the respec-
tive TEG and, thus, form part of either the FR or the NFR pillar.

As indicated above, we therefore believe that the need to set up such groups within the European
Lab is reduced and may in fact be limited. We recommend that EFRAG assesses beforehand which
(kind of) topics / projects would in fact fall under the European Lab’s responsibility within the new
structure. In this context, we suggest for EFRAG to seek input from stakeholders as well.

Do you have other comments or suggestions regarding the activities of the European Lab?

If the European Lab was retained, we would see its key potential for contribution, which should, in
our view, be primarily pursued, in providing support in any possible way towards a global solution.

Further, we deem it as essential that EFRAG provides insights into which (kind of) topics / projects
would in fact fall under the European Lab’s responsibility within the new structure. In this regard, in
our view, EFRAG should also comment on whether it engages in consolidating / harmonizing the
reporting landscape and moving towards a global solution, as this is clearly an objective that is
shared by a broad range of European stakeholders.

Finally, we suggest that the European Lab become part of EFRAG's governance structure and not
remain a free-standing organism outside of it.
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Question 11: Funding

We would first like to take the opportunity to make the following overarching remarks which relate
to the funding of the NFR pillar more generally:

o We fully agree that the funding of the FR pillar should not be affected by the new activities and
that the NFR pillar should have its own separate source of financing where organizations could
decide to contribute to both pillars. In any case, EFRAG’s ability to set standards independently
without real or perceived undue influence from any interest groups needs to be ensured, and
setting up both an independent governance and funding structure is the most suitable approach
to achieve this desired result.

e Qurviewas to the funding of the NFR pillar depends on the timeline. As already mentioned above
at various instances, in our opinion, EFRAG’s structure should be amended in a way that is
consistent with and contributes to achieving a global solution in the mid- to long-term. In line with
this target picture, as to funding, we would also differentiate as to the appropriate approach in
the short-term, i.e. where EFRAG would be entrusted with developing EU NFR standards, and
the mid- to long-term, i.e. where EFRAG’s NFR pillar would serve the same role as the FR pillar.

Considering the proposed governance structure in this consultation document:

Should the majority of the funding, or even all the funding, be provided by the European Commiss ion
and the Member States?

In the particular situation at hand, in addition to the general objective of serving the public interest,
NFR standard-setting would be very closely tied to EU legislations / regulations. Therefore, public
funding is generally appropriate and, more specifically, predominant or full reliance on EC and mem-
ber state funding is to some extent understandable, among others, against the background of the
EC mandate as well as to ensure an adequate amount of funding.

Nonetheless, with view to a global solution in the mid- to long-term and the potential EU-level solu-
tion’s ability to have a global impact, we are concerned that predominant or full reliance on funding
by European member states and the EC could give the impression of and may even lead to a EU-
level solution which in factonly or primarily serves European needs. However, other interestsshould
be considered as well and to a reasonable extent, as the case may be. In particular, NFR standards
should be conceptually well-founded and feasible to implement in practice, and should primarily be
developedin a way to serve users of non-financialinformation. These are overarchingand objective
requirements. Their fulfilment should, thus, not be influenced by the source of funding or the fact
thatthe entire funding stems from European sources. Accordingly, we would like to emphasize again
that we deemit as indispensable that it is ensured that there is no undue influence on potential NFR
standards as a consequence of the source of funding (which seems more difficult to achieve when
relying on European funds only) and this heedsto be made transparentto the public.

As outlined in our responses to Questions 1 and 6, at best, one or more existing standards (or, for
example, the “Statement of Intent” initiative), as deemed suitable, would serve as the initial basis
and core guidance, which is then supplemented in a way to address EU specificities based on the
technical guidance developed within the NFR pillar. Strong reliance on existing NFR guidance
would, in our view, counteract potential concerns regarding the NFR pillar’s funding to a reasonable
extent. In this case, we believe that it would be acceptable for EFRAG to predominantly or fully rely
on EC and member state funding to performits short-termrole in NFR.

Is it important that the private sector contributes to the funding and why? Should the public -private
sector partnership model also be reflected in the funding?

Based on the above considerations, we generally consider private sector contributions as an im-
portant componentof funding in the standard-setting process. In particular, the funding structure as
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currently in place in the FR standard-setting context under IFRS has proven successful and can
serve as a point of reference with view to a global solution in the mid- to long-term.

With view to our target picture, namely where EFRAG’s NFR pillar would serve the same role asthe
FR pillar in the mid- to long-term, EFRAG’s current funding structure should in substance apply for
both pillars, naturally with (partly) different stakeholder organizations contributing respective fund-

ing.
Would a levy at national or European level be feasible?

A levy at national or European level could generally be feasible, but would not be appropriate in our
view. The EU transition towards sustainable finance and the related requirements, incl. the disclo-
sure requirements under the NFRD, serve the EU public interest and not (primarily) preparers'in-
terests. As such, respective measures, e.g. to develop the relevant requirements, should primarily
be financed by EU public funds. With viewto the mid-to long-term, as outlined above, the FR stand-
ard-setting context under IFRS can serve as a point of reference for a global standard setter.

What alternative financing mechanismwould you suggest being considered?

Additional funding could also be sought from existing NFR initiatives as they are interested in har-
monization / consolidation as well as, in many cases, in achieving a global solution. This would, of
course, only be an option if EFRAG is dedicated and able to contribute to this objective. The same
rationale applies to organizations with a focus on sustainability matters or with high technical exper-
tise on sustainability matters.



