Brussels, 03 June 2026

EFAMA’s response to EC’s consultation on ESRS

EFAMA broadly welcomes the European Commission’s proposed simplification of the
European Sustainability Reporting Standards (ESRS), while preserving double
materiality. As European fund and asset managers, our members occupy a critical dual
role: representing both primary users and preparers of sustainability data. This dual
perspective informs our response throughout. For our industry, the greater availability of
reliable, comparable corporate data is paramount to reducing our sector's dependence
on third-party data, whose methodologies and estimation approaches are often
opaque.

To ensure the revised standards are both workable and decision-useful, our response
focuses on three key areas of the revision: (i) our strong support for the clarified
treatment of Assets under Management (AuM), (ii) the necessity of robust transparency
requirements when transition provisions are utilised, and (iii) our support for retaining
Quantitative Anticipated Financial Effects.

(i) Clarification of Assets under Management (AuM) in sustainability
reporting

EFAMA considers the updated provisions introduced in Application Requirements 17
and 37 to be absolutely critical and strongly supports their introduction. Exempting
asset managers from reporting impacts, risks, and opportunities (IROs) for client assets
where they do not retain the risks and rewards of ownership is a highly proportionate
and structurally necessary approach. Including AuM in an asset manager's entity-level
reporting under CSRD/ESRS would fundamentally misrepresent the agency nature of
our business, while a separate dedicated transparency framework is already in place in
the EU.

We endorse this clarification for the following reasons:



e Asset managers act as agents for their clients. Treating investee companies as
part of the asset manager's own value chain would lead to massive double-
counting of sustainability impacts across the financial system and distort the
manager's actual corporate footprint.

e Identifying the IROs of fund holdings is a significant operational challenge,
particularly for managers running a broad range of diversified, actively traded
strategies where portfolio holdings change frequently. Entity-level CSRD
disclosures produced under such conditions would be static, quickly outdated,
and of limited relevance to users.

e AuMs are the aggregation of clients’ assets, not the entity’s assets. They are
managed through financial products such as funds or managed portfolios, each
with a strategy in accordance with fiduciary duties and clients’ mandates. This
means that their aggregated allocation profile (sectoral, geographical, or
otherwise) is not fully determined by the management company.

e Such financial products are already individually subject to dedicated
disclosure obligations through the Sustainable Finance Disclosure Regulation
(SFDR) framework. Regardless of any future evolutions of the SFDR framework,
keeping AuMs out of the CSRD ensures regulatory alignment without undermining
product-level transparency.

o Asset management activities overall are already subject to disclosure
obligations by specific existing and sectoral regulatory frameworks in the EU.
For example, SFDR requires disclosure of the integration of sustainability risks
into the management policy, while SRD | and Il expect asset managers to report
on voting and engagement activities.

e Requiring asset managers to report purely on their own corporate operations —
including their direct business model, direct value chain, and internal
sustainability impacts — will produce genuinely meaningful, decision-relevant
disclosures that accurately reflect the entity's true footprint.

EFAMA therefore supports the wording in AR 17 and 37. However, given that the
“fiduciary duty” has not been defined under the EU law or the revised ESRS, we
emphasise that the term is a foundational concept in the investment management
industry and covers all investments made on behalf of clients through collective
investment undertakings or individual mandates.

(ii) Transparency requirements where transitional provisions are used

EFAMA supports the use of transitional provisions to ease implementation, particularly
for Wave 1 companies adapting to the revised standards. We welcome the clarification
and differentiation between transitional provisions for Wave 1 versus the remaining
reporting entities. However, we are concerned that these provisions may currently be
used without sufficient transparency for users of sustainability statements.

Where companies omit disclosures under any transition provision, we strongly believe
the standards should require a high-level description of actions and timelines for
compliance.



This approach is consistent with the spirit of paragraph 123 of the revised ESRS, which
already applies a similar requirement for value chain transition provisions. We believe
this principle must apply consistently to all omissions under transition provisions.
Without it, there is a material risk that investors and other data users will be unable to
assess how companies are progressing toward full compliance.

Moreover, we support the requests made by the ESAs and the ECB for the reliefs related
to undue costs and efforts, and in particular to the lack of skills, capabilities, or
resources, to be subject to a time limit of, e.g., three years. Otherwise, no incentives will
be provided to companies to improve their reporting capabilities over time, and
information on material metrics could be omitted indefinitely, perpetuating information
gaps for investors.

(iif) Retaining quantitative Anticipated Financial Effects

We welcome the European Commission’s decision to retain the requirement for
quantitative information regarding anticipated financial effects. While we acknowledge
the introduction of several reliefs available to preparers, we consider that ensuring a
smooth, well-supported transition is preferable to accelerating timelines that ultimately
yield incomplete or unreliable quantitative information.

Consistent with our position on transition provisions above, we suggest that whenever a
company determines that it does not need to provide quantitative information for any of
the reasons specified in paragraphs 28 and 29 of ESRS 1, it should be required to
include steps to achieve future compliance, including when they will be able to comply.
This is in addition to the requirement to provide an explanation why it has not provided
quantitative information. Regarding the explanations provided, it is our expectation that
these will be subject to the principle of understandability as envisaged under Appendix
B — Quality Characteristics of Information. Explanations should be persuasive and leave
no room for ambiguity.

Additionally, we would like to flag a concern regarding the option to omit information on
the grounds of serious prejudice to the commercial position, which may result in the
omission of important information for investors. There may be cases where physical or
transition risks are so elevated that disclosing them could adversely affect an
undertaking’s commercial position; however, these are precisely the situations in which
transparency about anticipated financial effects would be most critical. While
paragraph 100 in ESRS 1 still requires a fair presentation of all material risks, which
could mitigate this concern, it remains unclear in which specific circumstances this
exemption would apply, as the provision seems to be phrased quite narrowly. We
propose to clarify this further, taking into account investors' information needs.

Similarly, we call on the European Commission to clarify that systemic sustainability
risks, such as long-term climate transition risks, do not fall within the concepts of



“impeding developments” or “matters in negotiation” under AR 45, thereby avoiding
misuse of this exemption to obscure core business model vulnerabilities.

(iv) Interoperability with international standards

We further welcome the efforts made by the European Commission and EFRAG to
advance interoperability between the ESRS and key international sustainability
reporting frameworks. Notable progress has been made in mapping the ESRS against
the IFRS Sustainability Disclosure Standards (ISSB Standards), thereby reducing the
reporting burden for companies operating across multiple jurisdictions and facilitating
comparability for users of information.

We nonetheless call on the Commission and EFRAG to continue prioritising
interoperability as standards evolve. We urge that the ESRS-ISSB: Interoperability
Guidance be updated to reflect the revised ESRS and that this table be regularly
reviewed to reflect changes to any of the covered frameworks. With regard to the
disclosure of quantitative information on anticipated financial effects, we see meritin
the European Commission, EFRAG, and the ISSB working together to ensure that the
existing educational material on disclosing information about anticipated financial
effects applying ISSB Standards is expanded to also cover reporting against ESRS and
facilitate reporting undertakings.

(v) GHG measurement approach (ESRS E1-8, AR 19 for para.30)

The European Commission's introduction of the terms “alternatively” and “or” creates
confusion and increases the complexity of how users interpret the reported
information. From a technical standpoint, it is up to preparers to determine whether the
equity share and/or the operational control approach is more appropriate.

However, as investors and therefore users of this data, we observe that there may be
significant discrepancies in financial participation or operational exposure depending
on the calculation method applied. A stable and consistent methodology, for example,
aligned to the financial consolidation rules, it is therefore necessary to ensure effective
comparability.

We believe itis important to replace “or” with “and”, as in a standard accounting
framework, the “and” principle prevails. The expectation is not that issuers report using
both methods in full, but rather that the wording in the delegated act aligns with
established financial consolidated reporting terminology. This terminology should
reflect standard financial logic. In practice, an entity is either consolidated as a single
line item under equity accounting or fully consolidated when control exists, whether
financial, operational, or both. A complete and consistent consolidation approach
requires consideration of control from both dimensions (financial and/or operational),
in line with IFRS financial standards.



As such, the current wording proposed by the European Commission introduces a lack
of clarity. We call for further refinement of the technical drafting of this paragraph.
While we are aware of certain issuers' concerns regarding this provision, we reiterate

the importance of methodological transparency to enable greater comparability for
users.



