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Sme definition

Micro-undertaking, if it does not
exceed two of the following
thresholds:

* €350,000 in balance sheet total,
* €700,000 in net turnover, and

* 10employees.
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Small undertaking, if it does not
exceed two of the following
thresholds:

* €4 million in balance sheet total,
e €8 million in net turnover, or

* anaverage of 50 employees.

Source: VSME ESRS

Medium undertaking, if it does
not exceed two of the following
thresholds:

* €20 million in balance sheet total,
* €40 millionin net turnover, and

* 250 employees.
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Outline of today’s talk

e Consequences for SME’s
e TheVSME ESRS

e Recommendantions on how to support SME’s

frdo

© Sustenuto, 2024 cfdd S uS tpn uto

developing sustainability




SME are (always) part of a value chain comprising large companies

[ Valuechain ]

upstream stages Cﬂh"?s? n?r ':i"cll;i Downstream stages of the
( = supply chain) su ;'ral:.:rr:sfn value creation
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A large part of scope 3 emissions of large companies are situated
within their value chain comprising SME’s

Figure [I] Overview of GHG Protocol scopes and emissions across the value chain
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Source: Figure 1.1 of Scope 3 Standard.
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Example in the Food value chain

Harvesting Primary
Production and processing
transport and storage
« Smallholder « Smallholder « Primary
farmers farmers processors
« Farmer « Farmer « Machinery
associations associations suppliers

= Input providers =« Logistics
companies

Their are (all) engaging with their suppliers to provide them with primary
data on their GHG emissions to feed in retailers’ scope 3 monitoring.

Two main strategies:

* Focus on ‘key’ suppliers (based on spend/share of GHG emissions)
* Try to engage with all suppliers.
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Secondary
processing

« Secondary
processors

« Machinery
suppliers

Wholesale
and retail
markets

Distribution,
packaging,
and handling

» Packaging « Grocery stores
companies and supermarkets
« Logistics « Food and
companies beverage
companies

A lot of retailers
have SBTi targets,
including Scope 3
emission reduction
targets.
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Pulling the sme’s on board is essential

. 99% of companies in Belgium are sme’s.
*  They vouch for 66%0 of employement

e and 59% of added value.

SMEs are important links in all value chains. Involving them
in the transition is not a luxury but a necessity for a healthy,
resilient economy.

Sources:

Tewerkstelling in kmo's | FOD Economie (fgov.be)

EU 2023 SME COUNTRY FACT SHEET BELGIUM
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https://economie.fgov.be/nl/themas/ondernemingen/kmos-en-zelfstandigen-cijfers/tewerkstelling-kmos#:~:text=Op%2031%20december%202022%20waren,2%20%25%20van%20het%20totaal).
https://ec.europa.eu/docsroom/documents/54958/attachments/1/translations/en/renditions/native

Climate urgency makes it a material topic to (almost) all

The . -“Almost 80% of the respondents, all from the authoritative
Gual‘dlan Intergovernmental Panel on Climate Change (IPCC), foresee at least
2.5C of global heating, while almost half anticipate at least 3C
(5.4F). Only 6% thought the internationally agreed 1.5C (2.7F) limit
would be met.”

Culture Lifestyle More v

Ukraine Environment Science Global development Football Tech Business Obituaries

World's top climate scientists expect

glObal heatlng to blast paSt LSC target “[...] the Commission recommends a 90% net greenhouse gas emissions
reduction by 2040 compared to 1990 levels, launching a discussion with all
Exclusive: Planet is headed for at least 2.5C of heating with i . i L.
disastrous results for humanity, poll of hundreds of scientists finds stakeholders; a legislative proposal will be made by the next Commission, after
‘Hopeless and broken': why the world’s top climate scientists are the European elections [...]. This recommendation is in line with the advice of

in despair

the European Scientific Advisory Board on Climate Change (ESABCC) and the
EU's commitments under the Paris Agreement.” (February 2024) [2030 >
2050]

ESRS 2, IRO-2 (57) "If the undertaking concludes that climate change is not
material and therefore omits all disclosure requirements in ESRS E1 Climate
change, it shall disclose a detailed explanation of the conclusions of its
materiality assessment|[...]”
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https://www.theguardian.com/environment/article/2024/may/08/world-scientists-climate-failure-survey-global-temperature
https://ec.europa.eu/commission/presscorner/detail/en/ip_24_588

Outline of today’s talk

e Consequences for SME’s
e TheVSME ESRS

e Recommendantions on how to support SME’s
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VSME ESRS — Voluntary reporting standard for sme’s

|
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VSME Download (efrag.org)
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https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FSiteAssets%2FVSME%2520ED%2520January%25202024.pdf

VSME ESRS — Voluntary reporting standard for sme’s

Business Relations Module

Basic Module ‘PAT’ Module

Targeted for micro-undertakings Recommended IF undertaking Recommended to address
Minimal requirement for the have formalised and data requests from lenders,
others implemented policies, actions investors and
‘no regret’ KPI's and targets. corporate clients
\ }
|

Only report on what’s relevant

and what you have. Double materiality assessment is mandatory

Same 88 sustainability matters as ESRS

frdo | 5jstenulo

© Sustenuto, 2024 Cfdd developing sustainability




VSME ESRS — Voluntary reporting standard for sme’s

Basis module

Basic metrics — Environment
| B 3 — Energy and greenhouse gas emissions
B 4 — Pollution of air, water and soil
B 5 — Biodiversity
B 6 — Water
B 7 — Resource use, circular economy and waste management
Basic metrics — Social matters
B 8 — Workforce — General characteristics
B 9 — Workforce — Health and safety

B 10 — Workforce — Remuneration, collective bargaining and training
B 11 — Workers in the value chain, affected communities, consumers and end-user

Basic metrics — Business conduct
B 12 — Convictions and fines for corruption and bribery

© Sustenuto, 2024

Basic module, basic metrics (B 3):
* Energy usage (MWh)
* Fossil
e Electricity
* Renewable
* Non-renewable
* GHG emissions
e scope 1 (tCO2eq) (from
owned or controlled sources)
* the location-based Scope 2
emissions in tCO2eq (i.e.,
emissions from the generation
of purchased energy)
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VSME ESRS — Voluntary reporting standard for sme’s

PAT module — Policies, Actions, Targets

Disclosure N 1 - Strategy: business model and sustainability — related initiatives
Disclosure N 2 — Material sustainability matters

Disclosure N 3 — Management of material sustainability matters

Disclosure N 4 — Key stakeholders

Disclosure N 5 — Governance: responsibilities in relation to sustainability matters

PAT module: (61.) “Where material, the undertaking shall
e Business model & strategy disclose the actions taken in the reporting
* Materiality assessment period to improve its energy efficiency and
 Management of material matters to reduce its greenhouse gas emissions as

e Actions well as the related possible implications in

* Policies terms of financial risks and, if applicable,

e Targets opportunities.”
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VSME ESRS — Voluntary reporting standard for sme’s

Business Partners Module:

Business Partners Module * Revenues from certain sectors (BP 1) (fossil

fuel)
Disclosure BP 1 — Revenues from certain sectors * Reduction targets (BP 3):
Disclosure BP 2 — Gender diversity ratio in governance bod e scopel&?2
Disclosure BP 3 — GHG emissions reduction target +  scope 3
Disclosure BP 4 — Transition plan for climate change mitigation o . .
| Disclosure BP 5 — Physical risks from climate change * Transition plan (BP 4): “The undertaking shall
Disclosure BP 6 — Hazardous waste and/or radioactive waste ratio provide information about its transition p|an

Disclosure BP 7 — Alignment with internationally recognised instruments

Disclosure BP 8 - Processes to monitor compliance and mechanisms to address violations for climate change mitigation with an

explanation of how GHG emission reduction

Disclosure BP 9 - Violations of OECD Guidelines for Multinational E“tErprlEE"E or the UN ta rgets are com pat|b|e W|th the ||m|t|ng of

Guiding Principles (including the principles and rights set out in the eight fundamental . I : .
conventions of the ILO Declaration and the International Bill of Human Rights) global warming to 1.5°Ciin line with the Paris
Disclosure BP 10 - Work-life balance Agreement. This disclosure is applicable only

Disclosure BP 11 — Number of apprentices if the undertaking has adopted such a
transition plan.”
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Transition plan for SMEs?

(guidance) Disclosure BP 4 —Transition plan for climate change mitigation

179. A credible transition plan should

No new ol and g
Tiwkds approved foe
deveiopment; no
new coal munes of
miee extensions

(@) identify clear responsibilities and roles [GOV];

(b) beintegrated in the undertaking’s business strategy and financial
planning;

(c) include information on decarbonisation levers and pathways as well as
quantifiable indicators that can be monitored throughout predefined
timeframes;

Gt CO;

(d) allow for regular reviewing and updating after stakeholder consultations
when appropriate;

(e) and cover the entirety of its own operations and, to the largest possible

§ e extent, the value chain or else provide an explanation as to any
— limitation.
435 MUlow-carbon hydrogen
3 000 GW electrolysery
uam.
# Buildings ® Transport » Industry ® Electricity and heat Other
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Outline of today’s talk

e Consequences for SME’s
e TheVSME ESRS

e Recommendantions on how to support SME'’s
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Some observations [ recommendations (1/3)

NA Viaanderen
&'y

is omgeving

Lessons learned uit het lerend

netwerk due diligence

Webinar, 22 februari om 10u

Naar een VIa.amse transparante unname* | ku Leuven fial
duurzaamheidsbenchmark e (N

sustenuro OMGEVING
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Some observations /| recommendations (2/3)

Standardization and mainstreaming of definitions, (good) practices, data sharing,... will lower the
implementation burden for SMEs

=» Support of authorities and of business federations will help accelerate implementation

=» In the short term, especially on data quality, format and sharing platforms (SME’s need to currently comply with
multiple formats coming stemming from multiple clients)

Unburden SME as much as possible

=» Develop sectoral double materiality assessments

=>» Develop and make available freely sustainability impacts & risks information in value chains
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Due Diligence Risicomatrix, Voedingsmiddelen, Juni 2023
(IMVO Nederland)
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https://www.imvoconvenanten.nl/nl/voedingsmiddelen/convenant/-/media/imvo/files/voedingsmiddelen/due-diligence-risicomatrix.pdf

Some observations [ recommendations (3/3)

Support collective capacity building a Vianderen

"Slechts drie op de tien kmo’s zegt dat deze kennis het voorbije jaar aanwezig was binnen de onderneming. Bij
kleine en micro-ondernemingen was deze kennis over duurzaam ondernemen in mindere mate aanwezig dan bij
middelgrote ondernemingen.” (EWI Barometer)

=>» Free trainings, tools,.. (to complement commercial solutions)

=>» Learning networks: Foster collaboration to share knowledge and exchange on best
practises

Duurzaamheidsbarometer

Duurzaam ondernemerschap bij Vlaamse kmo's
situatie 2022

Reflect upon (targeted) support (. subsidies)

DEPARTEMENT

ECONOMIE

'WETENSCHAP &
XPERTISEGENTRUM Q8Q MONITORING

INNOVATIE
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Ontwerp Vlaamse Duurzaamheidsbenchmark (ontine tool)

Design kenmerken

Niveau 1 Niveau 2 Niveau 3 Laagdrempelig en toegankelijk
Bedrijfsdata Impacten & risico’s Strategie & Interactief
doelstellingen _
Proportioneel
— DATAPUNTEN — EFFECTIEVE IMPACTEN — PRIORITEITEN
Coherent met EU-kaders
DOELSTELLINGEN, Twaalf duurzaamheidsthema’s
— SYNTHESE & BENCHMARK — SYNTHESE & BENCHMARK —
BELEID & ACTIES .
Groeimodel
|| BEDRIFSSPECIFIEKE CONTEXT & L RELEVANTIE | | SyNTHESE & BENCHMARK Ingebouwde

POTENTIELE IMPACTEN DUURZAAMHEIDSKWESTIES =,
LAAGDREMPELIG | materialiteitsanalyse

Maatwerk
—— RISICO’S & OPPORTUNITEITEN

FEEDBACK
BEDRIJFSLEIDING / BESTUUR
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