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ESEF- European Single Electronic Format
Our experts at 4C GROUP are happy to help you keeping track of ESEF and support you in

its implementation.

In order to achieve a successful implementation
and meet ESEF requirements automatically in
the future, a unique process analysis and system
adaptation is necessary, for which

4C GROUP has developed two approaches:
Built-In and Bolt-On.

Solution approach Project approach

As 4C, we support you in implementing the new
ESEF reporting requirements smoothly and
recommend two project phases.

In our e-booklet we have compiled our view on
ESEF and all relevant information.
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Background information

The introduction of the ESEF serves to increase the transparency of company information
throughout Europe and thus the transparency of capital markets.

Consolidated Financial Statements according to European Single
Electronic Format (ESEF)

Capital market-oriented issuers in the EU & EEA

lea 222 |~ 5

Regulatory Consolidated
Financial Statements &
chart of accounts

Affected
companies

Mapping & Tagging Consolidated Financial Publication
acc. to IFRS taxonomy Statements

in XHTML/iXBRL from FY 2020

General

regulators,

< ndobe

(Legal) Basics

EU-Regulation Uniform IFRS

taxonomy

What is it about?

_ Uniform European reporting format for annual accounts as
specified by the EU

_ Publication of the annual financial statements:
_ by all capital market-oriented issuers in the EU & EEA
_in electronically legible formats iXBRL or XHTML

_ Taxonomy (structure) of the IFRS Foundation

What purpose? @
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investors, etc.

_ Increasing public comparability / benchmarking / common
understanding of EU companies

_ Increase of accessibility / electronic readability of company data
_ Increasing efficiency in capital markets

Who is the receiver? Q

_ Regulators, financial institutions, service providers / auditors
_ Investors & other issuers



Background information

From 01.01.2020, all capital market-oriented companies within the EU & EEA are obliged

to report in the electronic format iXBRL.

Consolidated Financial Statements according to European Single
Electronic Format (ESEF)

Capital market-oriented issuers in the EU & EEA

Affected
companies h ... |_
EEm

Regulatory Consolidated Mapping & Tagging Consolidated Financial Publication
Financial Statements & acc. to IFRS taxonomy Statements
chart of accounts in XHTML/iXBRL from FY 2020

s |
General

7 Adobe

(Legal) Basics

EU-Regulation Uniform IFRS-
taxonomy

* Valid for FYs beginning on / from 01.01.2020
** Valid for FYs beginning on / from 01.01.2022

Who is affected? &s&

_ Capital market-oriented companies in the EU & EEA

_ Companies that trade securities in regulated markets within the
EU & EEA

Which period?  }{
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investors, etc.

_ Gradual rollout from 2020

_ From FY 2020*: Primary financial statements (among other
things, balance sheet, profit and loss account, equity accounting,
cash flow statement)

_ From FY 2022**: Publication Notes to the Consolidated
Financial Statements (e.g. Notes)

What should we do?

_ Publication in electronic format iXBRL / XHTML

_ Implementation of the standard taxonomy (uniform allocation
of the components of the annual financial statements) of the
IFRS Foundation

_ Mapping of all elements of the financial statements as well as
tagging of the associated iXBRL / XHTML elements



Background information

In the countries affected by ESEF appropriate control bodies will be appointed.

Member States affected by ESEF (EU & EEA)

Member not in the EU
[

European Free Trade Area
p
4

a9 (CH)

Map derived from: European Economic Area.svg: Kolja21, Fry1989derivative work: Danlaycock - European
Economic Area.svg, CC BY-SA 2.5, https://commons.wikimedia.org/w/index.php?curid=32132627

Control bodies in ESEF countries appointed so far

European Union (EU) Member
. P (V)

European Economic Area (EEA)

;K
“ e (EFTA) Member not in the EEA

Officially Appointed Mechanism (OAM):
_ Each Member State has already been assigned an OAM
_ OAMs responsibility in each country:
1. Collection of ESEF Reports
2. Central storage of ESEF reports
_ ESEF reports are not validated by OAMs

National Competent Authorities (NCA):
_ NCAs act as supervisory bodies for ESEF
_ ESEF reports can be validated by NCAs

- Unlike the European Banking Authority (EBA) or the
European Insurance and Occupational Pensions Authority
(EIOPA), OAMs do not share the collected reports with ESMA



Background information
According to the current EU draft regulation, all participants in a regulated market
throughout Europe must publish their annual financial statements according to the ESEF.

EU Transparency Directive / EU Directive 2013-50-EU (22.10.2013)

Obligation to introduce a uniform electronic reporting format within the EU from
01.01.2020;
Commissioning ESMA to conduct a cost-benefit / feasibility study
Draft German Government (since 22.01.2020)
' BMJV has drafted implementation law: verification obligation, responsibility AR,
h XHTML on the web replaces obligation to display printed copies
Previous
legal basis

Publication of the binding EU regulation on the implementation of the ESEF from
01.01.2020;

\.-____/ y e EU-Regulation (in force since 18.06.2019)

Summary of the ESEF rules and regulations developed by ESMA including
implementation recommendations / timetable for companies / users






Impact of the new regulation
The new ESEF regulation has an impact on both the system landscape and the process
organization of the reporting companies.

(Possible) effects of the new regulation 1. Impact of technical implementation
_ Further) development of new technical solutions
Allocation of existing accounts to IFRS-Taxonomy _ Introduction of new Disclosure Management tools across the board
Accounts legal Group IERS- _ (Further) development / adaptation of the company's own system landscape
units positions Taxonomy .
Assignment elements 2. Effects of content standardization (mapping)
- from Group Accounts
/>L Plan to IFRS Taxonomy _ Establishment of additional processes for mapping incl. Inspection process

_ (If applicable) detailing / revising the consolidated accounts plan

> Examination consolidation rules

> Revision forms

> Audit assignment accounts of legal entities

n | Extensions to IFRS
- taxonomy may have to

be created

_ Do many companies reorganize their external reporting strategies (e.g. on the web
according to addressees + ESEF, no more print)?

Process view _ Will the taxonomy influence the structure of the financial statements? (see US -
SEC regulation)

Implementation _ Will not capital market-oriented companies also report in ESEF in the future?

(Account plan & Regular Check
system)

Assignment
(Accounts-Mapping)



Probable effects of the government draft

The transition into national legislation also affects the issuing company and defines the
audit (STATUS ONGOING LEGISLATION PROCEDURE)

Issuer Subsidiary IFRS
A B Delta
- XHTML exempt
- Affirmation
legal rep.

- Status report

Conso. Group

- XHTML

- Affirmation
legal rep.

- Status report
+iXBRL

Specifications

_ The ESEF report is under review

_ Electronic signatures are not required for the Board and the
Supervisory Board

_ An affirmation by the legal representatives is to be transmitted
electronically

_ In addition to the group, the issuing company is also obliged to
transfer XHTML

Implication implementation

_ The individual financial statements of the issuer (“AG”) are to be
transferred to local GAAP (HGB)

_ The integration of the individual financial statements into the
"ESEF tool" must be done separately, as the group accounting
system is usually not able to deliver them






Solution approach 4C GROUP
Through a unique process analysis and system adaptation, the requirements of ESEF can

be met automatically in the future (built-in approach).

Implementation of ESEF guidelines acc. Built-in approach

Explanation

General
Procedure

System
Implementation

Process
Responsibility

Consolidated Financial
Statements
in XHTML/iXBRL from FY 2020

Reg. Consolidated Mapping & Tagging
Financial Statements acc. to IFRS taxonomy
& chart of accounts

[ [

= ) EnER

Publication

>> eg. for banks,
regulators, investors,

etc.

One-time implementation Mapping & Tagging incl.
adjustments to charts of accounts

Consolidated
Financial

<< >> Disclosure Management Tool
Statements Tool

Figure ESEF process flow in new tool / extension
existing tool

Connection / integration
interfaces

Corporate Accounting

Process adaptation / extension of existing responsibility with the
goal E2E process Consolidated Financial Statements

internally

_ Integration of the ESEF requirements as an E2E process in
the existing consolidated financial statements process
(dynamic integration with automated interfaces)

_ iXBRL Mapping & Tagging is performed once and fully
stored in the in-house system (process recommended for
regular review / update)

_ lllustration of technical requirements by ESEF in new
Disclosure Management tool

_ Connection of new disclosure management tool to existing
systems

Advantages:

_ Complete system integration possible in-house

_ Drill-Down to original information possible

_ Reduction of manual effort (interfaces, controls, etc.)

_ Additional contribution to digitization through automated
report generation

Disadvantages:
_ High initial investment for system customization



Solution approach 4C GROUP
Through a unique process analysis and system adaptation, the requirements of the ESEF

can be met automatically in the future (bolt-on approach).

Implementation of ESEF guidelines acc. Bolt-on approach

Explanation

General
Procedure

System
Implementation

Process
Responsibility

Consolidated Financial
Statements
in XHTML/iXBRL from FY 2020

Reg. Consolidated Mapping & Tagging Publication
Financial Statements acc. to IFRS taxonomy

& chart of accounts

[ [

)

etc.

Regular manual execution mapping in existing documents /
outsourcing mapping process

Consolidated
Financial
Statements Tool

External / Consolidated Financial Statements Tool

Manual process in existing systems or systems of
the service provider

Corporate

Accounting External / Accounting

Accounting retains process responsibility, checking

external results internal external

3__ W et
>> RI. regulators, investors,

Implementation of ESEF requirements via regular manual
mapping in existing documents or outsourcing of the
mapping and creation process

_ System support within a small extension of the
consolidated financial statements conceivable

Advantages:
_ Lower initial investment
_ Decreased additional burden on Group accounting

Disadvantages:
_ Lowered own control over creation process

_ Increased complexity when adjusting consolidated
accounts plan






Project appraoch 4C GROUP
To implement the ESEF guideline, the 4C GROUP recommends two project phases

separated by the sourcing question - concept phase & change phase.

I. Concept Phase (preliminary project)

1. Review Current Structures 2. Mock-up Mapping 3. Software Selection Process 4. Definition of Target Images
_ Review completion process _ Mapping of existing structures to _ Requirements definition _ Target images system & process (built-in /
_ Review System landscape IFRS taxonomy _ Preparation & Implementation architecture, mapping bolt-on

_ Simulation calculation (e.g. sample Tender approach)
P &L, KPI calculation, etc.)

_ Derivation of Requirements for
Group Accounts / Local Accounts

_ Preparation of adjustment of the
consolidated accounts

_ Review ESEF requirements
_ Carrying out selection process

1. Change Phase (implementation project)

1. Software Rollout / Execution Outsourcing 2. Implementation Mapping 3. Establishing Processes
_ Adapting IT-Systems _ Complete account mapping & tagging incl. _ Completion / creation processes (including
_ Adapting interfaces Legal entities archiving)
Testing / Training / Transition _ Definition of future mapping _ Establishment of Group Policy / Reporting Calendar
_ Adjustment of chart of accounts incl. Local _ Review processes (publication, result review)

chart of accounts _ Process rollout / training



Solution providers

Established Disclosure Management providers will offer solutions.

Tagetik:
CPM platform;

Includes Disclosure Management,
ESEF solution integrated with
Corefiling

Workiva:

Disclosure Management platform;
Market Leader in North America;
Market entry in DACH ongoing

’ m
ngeth (possible)
provider
Disclosure
Management

workiva

AMANA

consulting

CERTENT

Certent:

Long-established disclosure
management solution on the market;

Experience with SEC reporting, ESEF
solution under development; rated by
ESMA as a suitable provider

Amana Smart Notes:

Local Disclosure Management
solution established in Germany for
many years;

Implementation of ESEF completed

»The market is currently under surveillance and on
the move - more players are expected “



Solution providers

The field test conducted by ESMA in 2017 shows that most providers still have some
catching up to do in the area of software implementation.

Initial Situation >> Setup >> Study Focus

_ Inaccordance with the EU _ Study conducted between July and _ Tagging
Transparency Directive / EU Directive September 2017 _ Mapping
2SO rkle . 7, ES A -gomatestosopso 3dasesh_pcang it Dt Ty

organized by . .
requirements using a field test. . _ Dealing with software
; _ 25 voluntary participants from 19

— Results of the field test should be industries in 13 countries (IFRS
included in the final ESMA issuers; 2 participants from Germany,
recommendations. including one 4C customer)

_ 20 different software tools tested
(voluntary participation of suppliers)
Results of _ Total complexity of tagging classified as moderate to low
the study _ Expenses for first report generation significantly higher than expected expenses in subsequent years

_ Only 5 of the participating software vendors were considered satisfactory at this time (e.g. CERTENT)






Additional information

Selected information / reading recommendation

Berger / Lieck - Corporate Reporting with iXBRL

Magazine for international and capital market-oriented
accounting (KoR); Nr. 3 / 2018; pp. 109-118

ESMA - ESEF Reporting Manual

ESMA - Feedback Statement

EU Directive 2013-50-EU

)

)

)
)

Summary article on the requirements of the new
single European reporting format ESEF;

Description of different options and the different
report formats

Official ESMA manual on how to prepare the
consolidated financial statements in accordance
with ESEF

Result documentation from ESMA; Test result on
EU requested analysis of possibilities of a single
European reporting format

Legal basis ESEF (Article 4, 7)


https://www.esma.europa.eu/system/files_force/library/2016-1668_esma_feedback_statement_on_the_rts_on_esef_0.pdf
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:294:0013:0027:en:PDF
https://www.esma.europa.eu/sites/default/files/library/esma32-60-254_esef_reporting_manual.pdf

Your Contacts at 4C GROUP

| am always available for in-depth discussions.

Markus Nocon
Senior Partner

+49 89 599 882 18

000



https://www.linkedin.com/in/markus-nocon/
https://www.xing.com/profile/Markus_Nocon/cv
mailto:markus.nocon@4cgroup.com

Office Munich
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