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CSRD executive summary

1. European Green Deal

(NFRD).

» The Green Deal is the new growth strategy of the European Union (EU). It aims/to transform the
EU into a modern, resource-efficient and competitive economy with no net emissions of
greenhouse gases (GHG) by 2050. 4

» The EC commits to ensuring that by 2050 all of the world's ecosyste;?”r;frestored, resilient
e

and adequately protected. That strategy aims to put Europe's biodiverSity on a‘path to recovery
by 2030.

» The extension of the NFRD to the Corporate Sustainability Reportlnﬁ Directive (CSRD) follows
the implementation of the action plan on financing sustainable gréwth.

¢

2. Scope of CSRD & Timelines

» For financial years starting on or after 1 January 2024: large listed companies and parent
companies of large groups exceeding on its balance sheet dates, the average number of 500
employees during the financial year.

» For financial years starting on or after 1 January 2025: large companies and parent companies
of large groups exceeding on its balance sheet dates, for at least two of the following three

4, Su%tainability informatm

Comprehensive information is necessary to understand the company's impact on sustainability
matters and how they affect the company’s development, performance and position related to

environmental, social and governance (ESG), based on double materiality principle, and including
~information regarding Article 8 of the EU Taxonomy Regulation (Regulation EU 2020/852).

Reported sustainability information includes short-, medium- and long-term time horizons.

5. Value chain

» Information about a company’s whole value chain, including its own operations, products and
services, business relationships and supply chain is required. Information relates to its value
chain within the EU and information that covers third countries if the company's value chain
extends outside the EU.

» For the first three years of the application of the measures to be adopted by the Member Stat
and if not all the necessary information regarding the value chain is available, the company

es

should explain the efforts made to obtain the information about its value chain, the reasons why

that information could not be obtained, and the plans of the company to obtain such informat
in the future. S

6. Subsidiary exemption

v

jon

3.

criteria: (a) balance sheet total of EUR 20 million; (b) net turnover EUR 40 million; and (c)
average number of employees during the financial year of 250.

For financial years starting on or after 1 January 2026: small and medium- sued"(SME) listed
companies (excluding micro companies), small and non-complex |nst|tut|ons (as per Regulatlon
(EU) No 575/2013), and captive insurance/reinsurance compames (as per Directive
2009/2009/138/EC). ;

For financial years starting on or after 1 January 2028: third- country parent companies with
branches, of which each has generated a net turnover ofshore than EUR 40 million in the
preceding financial year, or large subsidiaries which in‘sum have generated a net turnover of
more than EUR 150 million in the EU for each of the‘fast-two consecutive financial years.
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External verification

Ve

Independent third-party limited assurance is mandgf[ory for all sustainability reports in CSRD scope.
Reasonable assurance is expected to become mandatory after the Commission assesses its feasible
for auditors and companies (no later than 1 October 2028).

% 7.
"“In a dedicated section of the management report @ tlfled as sustainability statements, prepared in

Subsidiary exemptions are possible on standalone basis, consolidated basis and until 6 January
2030 via transitional provision for subsidiaries and groups which parent company is established
in a third country outside the EU.

The exempted subsidiaries must include in their management report: the name and registered
office of the parent compan\y~that is reporting sustainability information at group level, the web
links to the consolidated management report and a reference of this exemption in their own
management report.

Reporting in a European Single EIect>onjshFormat (ESEF)

the electronic format (ESEF) and uploaded to the upcbr&mg European Single Access Point (ESAP).

™~
\

Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 14 December 2022 amending Regulation (EU) No 537/2014, Directive 2004/109/EC, Directive 2006/43/EC and
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CSRD and ESRS

Level 1 - Corporate Suétainability
Reporting Directive (CSRD)

European Parliament

TEXTS ADOPTED

 and Regulation (EV) No
{COMO21 0189 - (-

© first reading)

» On 10 November with 525 votes in favor,
60 against and 28 abstentions, the
European Parliament approved the CSRD.

,‘_'l-}

» On 28 November, the European Commission

(EC) gave final approval to the CSRD. K

» On 16 December, the final text of the CSRD-.
was published in the EU official journal. '
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Level 2 - Europea "Gstainability Reporting Standards (ESRS)

=

Cross-cutting

DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS

DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS

ESRS 1
General requirements

ESRS E1
Climate change

DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS

DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS

ESRS S1
Own workforce

ESRS 2
General disclosures

T, e e e e e e e e e e e e e T

<

(0]2} 2;2"'I7\lovember, the European Financia

stechnical adviser to the EC.

Topical sector-agnostic

DRAFT EUROPEAN SUSTAINABILITY DRAFT EUROPEAN SUSTAINABILITY DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS REPORTING STANDARDS REPORTING STANDARDS

ESRS E2 ESRS E3 ESRS £4
Pollution Water and marine resources Biodiversity and ecosystems

._7

N\ g S AY
{ ,_/'}\_/ \_/

DRAFT EUROPEAN SUSTAINABILITY DRAFT EUROPEAN SUSTAINABILITY DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS REPORTING STANDARDS REPORTING STANDARDS

ESRS 2 ESRS 53 ESRS S4
Workers in the value chain Affected communities Consumers and end-users

DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS

ESRS £5
Resource use and circular economy

DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS

ESRS G1
Business conduct

S —

Sector-specific

DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS

Standards under
development
scheduled for

June 2024,
but postponed

Entity-specific

DRAFT EUROPEAN SUSTAINABILITY
REPORTING STANDARDS

Embedded in
ESRS:
Entity-specific
topics to be
disclosed

Source: EFRAG

| Reporting Adv‘isory Group (EFRAG) subﬁf{tt@d the first set of draft ESRS to the EC in its role as

D

‘The 12 ESRS are: two cross-cutting standards and ten topical sector-agnostic on enviro‘h&pntal (5x), social (4x) and governance (1x)
(ESG). Sector=specific standards are in development, but delayed by (at least) one year. Her;a}ge EC adoption by June 2024 expected.

Entity-specific topics are required to be disclosed, if deemed material and not covered by sector-agnostic or sector-specific standards
The first set of draft ESRS consist of 339 pages, 82 disclosure requirements and1.144 datapbints.

The.EC needs to adopt the first set of draft ESRS by delegated acts until June 2023. A

\
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CSRD decision tree

I 3 , ” . . g § i
: Financial year starting 1 January Financial year starting 1 January . Financial year starting 1 January :
1 ’ it :
; 2024 2025 2026 :
! Reports due in 2025 Reports due in 2026 Reports due in 2027 |
1 = 1
1
: :
0 1
: Yes ]
' i
1 1
1 1
1 \ :
1
I . Meeting thresholds for a No Meeting thresholds for a small No | q
T Subject to NFRD? - . . - ; >
! _ large cormpany or medium enterprise (SME)~ .
: s o :
- S 3 5
Entity : » Large public-interest companies (with ';:“J » Large companies that are not presently » Listed public-interest SMEs (excluding o
established in [ over 500 employees) already subject subject to'the nonfinancial reporting micro-enterprises) A0
European | to the NFRD (Directive 2014/95/EU) directive, that follow two of the » Small and non-complex institutions and / .
Union (EU) or i following three criteria: . captive insurance and reinsurance F o :
securities ! > 350 employees during the financial companies ¥ i
. 1 L
1
listed at a i Bé%a'nce sheet total EUR 20 million 1 possibility to opt-out until 2028 !
regulated : » Net turnover EUR 40 million i
market*? sl e W AR N I, R T s SRl L E et Y R, - S SR Uty IR Syl SO A = ! 3
""""""""""""""""""" A P I A | = 5y T
. - Financial year starting 1 January
At least one EU subsidiary W 2
large or listed? Parent company in third- Yes o O 2 8

country generates more than
EUR 150 million in the EU?

At least one EU branch that
generates > EUR40 M in the EU?

"épo\rts due in 2029

3 trans«\i}gnal provision applicable until
6 Janua‘-o‘\,/ 2030

T

* If the non-EU company has issuec_l‘securiti'es at a reqgulated market in the EU it is in scope of the transparency directive and therefore required to prepare a su‘stainability report under Art. 19b or 29b of the

accounting directive. The reporting, periods are in line with the above, if the company fulfills two of three criteria in two consecutive years.
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CSRD and sustainability reporting: overview

Scope » For companies already subject to NFRD | » Forgether large companieé not » For listed SMEs, small and non- For the third-country companies
subject to NFRD complex credit institutions and obligations
f captive insurance undertakings
Subject to » Article 19a (standalone), or f» Article 19a (standalone), or » Article 29¢ Article 40a
SUSta't',‘ab"'tV » Article 29a (consolidated) ¢ | » Article 29a (consolidated) » Option to opt-out until 2028 By way of derogation article 29b or
repor 'ng . 4 in @ manner equivalent
requirements in: ) \

Exemption* » |If subsidiaries are included in the » Article 19a (9) (exembted subsidiary): if subsidiary and its subsidiaries, or
consolidated managemen.t report .or a » Article 29a (8) (exempted parent): if parent is a subsidiary and together with its subsidiaries /
separate report of the ultimate third- " 4
country parent company which is are included in the conselidated sustainability reporting of the third-country parent company, drawn up in accordance
prepared in accordance with Article 29 | With article 29b or insa-fhanner equivalent
and 19a or 29a of the NFRD. i ]
Transitional Until 6 January 2030: The EU subsidiary that is subject to Article 19a or 29a and whose bé'r‘e-nt_cqmpany is established in a third-country can prepare consolidated
provision sustainability reporting, in accordance with the requirements of Article 29a, including all EU subsidiaries of the third-country parent company that are subject to
(article 48i) Article 19a or 29a. This will be considered as-feporting by a parent-company at group level with respect'to the EU subsidiaries included in the consolidation and

therefore the same exemptions as above‘are applicable. The EU subsidiary that generated the greatest turnover in the EU in at least one of the preceding five
financial years will prepare the consolrdated sustainability reporting. The consolidated sustainability reporting sha!{ be published in accordance with Article 30.

Sustainability
reporting
standards

» First set of ESRS to be adopt{ed by ~
means of delegated act;;;by 30
June 2023

» First set of ESRS to be adopted by

means of delegated acts by 30
~June 2023

» Second set of ESRS to be adopt}ss,q
by means of delegated acts by 3‘@"&
June 2024 )

» Second set of ESRS to be adopted

by means of delegated acts by 30
June 2024

Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 14 December 2022 amending Regulation (EU) No 53772014 D|rect|ve 2004/109/EC Dlrectlve 2006/43/EC and
Directive 2013/34/EU, as regards corporate sustainability r@portmg

—

* The exemption does not apply to large co‘Mpanies which are public interest entities,
i.e. listed entities at a EU requlated market.

-
EY

Page 6



CSRD scope: ;tandalone basis

Scope
» All listed companies on the EU reqgulated market (including listed small- a
entities (SMEs), but no micro-enterprises)

‘medium-sized

» Small and non-complex institutions, captive insurance and reinsura companies

» All large companies exceeding two of the three following criteriaa‘ﬂ‘x-‘
I. 250 employees* during the financial year :
II.  Balance sheet total EUR 20 million y

III.  Net turnover** EUR 40 million

¢

» Derogation option for SMEs, small and non-complex institution,s, captive insurance and
reinsurance companies to limit their sustainability reporting

» An opt-out option exists for SMEs that are public-interest entities for financial years starting
before 1 January 2028. In such cases, the company shall, nevertheless, briefly state in its*
management report why the sustainability reporting was not provided. (f»:'—"

Additional note o

A

Companies in scope of CSRD will also have to comply with Article 8-of the EU Taxonomy
Regulation. P

A
P

* NFRD refers to 500 employees of listed companies ar)d"banks and insurance companies

** Definition of net turnover differs for insurance coﬂibanies, credit institutionsand companies falling
under the scope of third-country (i.e., Article 40(a)‘accounting directive)
o

—

Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 14 December 2022
amending Regulation (EU) No 537/2014, Directive 2004/109/EC Directive 2006/43/EC and Directive 2013/34/EU, as
regards corporate sustainability reporting

Page 7

Article 19a

CSRD

Exempted subsidiary

» A subsidiary is exempted to prepare a sustainability report in accordance with
Articles 19 and 19a accounting directive, if such company and its subsidiaries
are included in the consolidated management report of a parent company,
drawn up in accordance with Articles 29 and 29a accounting directive.

» The exemption does not apply to large companies which are public-interest
entities.

» Subsidiaries which are exempted from preparing a management report in
accordance with Article 37 accounting directive shall not be obliged to
provide the information relating to the disclosure requirements for exempted
subsidiary, provided that such companies publish the consolidated
management report. /

» Credit institutions that are permanently affiliated to a central boc}iy-"@vhich
supervises them shall be treated as subsidiary companies -of that central body.

» Insurance companies that are part of a group, on the basis._of financial
retationships, and which are subject to group supervision in shall be treated as
subsidiary-companies of the parent company of that group.

Sustalnablllty |nfor}na,t|on

» Include through a dedicated sectlo‘&of the management report information
necessary to understand the compar&s impacts on sustainability matters,
and-how-sustainability matters affect the company's development,
performance and p05|t|on

EY



Article 29a

CSRD scope: eonsolidated level | CSRD

Scope Exempted subsidiary

» Parent companies of a large group exceeding two of the three following criféria as'defined by ~ » A parent company which is a subsidiary is exempted from a consolidated
Article 3 paragraph 7 accounting directive: ¥ § sustainability report in accordance with Article 29a accounting directive, if

/ such parent company and its subsidiaries are included in the consolidated

: management report of another company, drawn up in accordance with Articles

I8 250 employees during the financial year

[lI.  Net turnover EUR 40 million f S : » » The exemption does not apply to large companies which are public-interest
y entities. ‘
4 » Parent companies which are exempted from preparing a management report

in accordance with Article 37 accounting directive shall not be obliged to
provide the information relating to the disclosure requirements for exempted
parent, provided that such companies publish the consolidated management
report. /

S
D\ G

Sustainability information

» Include through a dedicated section of the consolidated management report
ih‘form_ation necessary to understand the group's impacts on sustainability
P matters, and information necessary to understand how sustainability matters
: affect the groub‘sdevelopment, performance and position.

b

» Where the reporting Edmpany identifies significant differences between the
risks for, or impacts of, the'group and the risks for, or impacts of, one or more

’ S { of its subsidiaries, the compgl;w}s,ball provide an adequate understanding of, as

) &= appropriate, the risks for, and m}i&cts of, the subsidiary or subsidiaries

‘ concerned.

» Companies shall indicaie which subsidiaries included in the consolidation are
ve exempted from annual or consolidated sustainability reporting.

Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 14 December 2022 L3y
amending Regulation (EU) No 537/2014, Directive 2004/109/EC Directive 2006/43/EC and Directive 2013/34/EU, as
regards corporate sustainability reporting o
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Article 40a

CSRD

CSRD scope: t_hird-country undertakings

Scope

>

Third-country companies (non-EU based uIt|mate parents) with subsidiariesfer branches
where the third-country company, at its group level, or, if not applicabl
generated a net turnover of more than EUR 150 million in the EU for
consecutive financial years

‘the individual Ievel,:'
ch of the last two /

Additional Féporting for exempted subsidiaries

>

If the parent company is established in a third country, the disclosures laid
down in Article 8 of the EU Taxonomy Regulation, covering the activities
carried out by the exempted subsidiary or parent and its subsidiaries,

need to be included in the management report of the exempted subsidiary

» Third country companies (non-EU based) need to prepare a sust "ﬁbility Feport or parent company, or in the c.onsol'idated'sustainability reporting carried out
f ; by the parent company established in a third country.
» Sustainability report prepared by the ultimate parent is drawngp in accordance with g
a special set of ESRS as outlined in Article 40b accounting dif‘éctive
» By way of derogation, the sustainability report may be drawln up in accordance with L
Article 29b accounting directive or in a format and with content that is deemed “equivalent”
in accordance to Article 40b para 2.2 accounting directive ' '
» Large subsidiaries and small and medium-sized subsidiaries, except micro company, which ya
are public-interest entities, and whose ultimate parent company is governed by the law of a s
third country publish and make accessible a sustainability report covering specified (,:;J‘
sustainability information at the group level of that ultimate third-country parent company * SUStalnablllty lnformatlon
» Branch of a company governed by the law of a third country, which is either not part of a » Where: the information required to draw up the susta|nab|llty report is not
group or is ultimately held by company that is formed in accordancewrtﬁthe law of a third available, the subsidiary or branch shall request the third-country company to
country publish and make accessible a sustainability report coverifig specified sustamgblllty provide them with all |nformat|on necessary to enable them to meet their
information at the group level, or, if not applicable, the ingividual level, of the third-country obligations.
company S
£ » In the event that not all the}\éqwred information is provided, the subsidiary

Rules only apply to a branch with a third-country 'gojrﬁpany'that does not have a EU
subsidiary, and where the branch generated a net turnover of more than EUR40 million
in the preceding financial year

Vo

i
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Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 14 December 2022
amending Regulation (EU) No 537/2014, Directive 2004/109/EC, Directive 2006/43/EC and Directive 2013/34/EU, as
regards corporate sustainability reporting

Page 9

or branch shall draw up, publish:and make accessible the sustainability

report, containing all information‘ifits possession, obtained or acquired, and
issue a statement indicating that thé.‘ihird-country company did not make the
necessary-information available.

¥
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Article 48i

CSRD scope: EU subsidiary with ultimate parent in third country CSRD

Scope

» Transitional provision is applicable to one EU subsidiary of a parent com established in a
third country to exempt other EU subsidiaries from their requirement t@'prepare and release a
sustainability reporting prepared in accordance with Article 19a and/@f Article 29a /
accounting directive

» The EU subsidiary shall prepare the “artificial sustainability repogt® in-accordance with Article
29a accounting directive h

5

» The EU subsidiary that can prepare the “artificial sustainabiliﬁ/ report” shall generated the:
greatest turnover in the EU in at least one of the precedlng‘flve financial years, on a
consolidated basis where applicable :

Until 6 January 2030

» Member States shall permit an EU subsidiary which is subject to Article 19a
or 29a and whose parent company is not governed by the law of a Member
State to prepare consolidated sustainability reporting, in accordance with the £
requirements of Article 29a, that includes all EU subsidiaries of such parent
company that are subject to Article 19a or 29a.

D\ G

”~

e
» Member States shall permit the consolidated sustainability reportingto z

include the disclosures laid down in Article 8 of Regulation (EU) 2020/852, T
covering the activities carried out by all EU subsidiaries of- th‘e parent -
company that are subject to Article 19a or 29a of the CSRD

» The EU subsidiary shall be one of the EU sub5|d|arres of the group that
generated the greatest turnover in the EU in at’ least one of the preceding
five financial years, on a consolidated basis Where applicable. =

» The consolidated sustainability reporting sh,all be published in accordance
with Article 30. < 7

Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PAARLIAMENT AND OF THE COUNCIL of 14 December 2022
amending Regulation (EU) No 537/2014, Directive 2004/109/EC, Directive 2006/43/EC and Directive 2013/34/EU, as
regards corporate sustainability reporting )

Page 10

Exempted subsidiaries

» A subsidiary or a parent company which is a subsidiary of a parent company
that is established in a third-country is exempted, if it is included in the
"artificial sustainability report” of the EU subsidiary of the parent company
established in a third-country.

Q » The disclosures laid down in Article 8 EU Taxonomy Regulation, covering the

activities carried out by the exempted subsidiary/parent and its subsidiaries,
need to be included in the management report of the exempted
subsidiary/parent company, or in the artificial sustainability reporting carried
out by the EU subsidiary of the parent company established in a third-
country.

[=:] ?
i F 4
Non-EU parent company

EU subsidiaries Non-EU subsidiaries

I 1 | J
o o o
EU subsidiary i \~ @
with greatest e D —Ls
turnover 0
— TR =
e © N

Subsidiary 1 may present consolidated sustainability statements until 6
January 2030 that consolidate information for subsidiaries 1, 2, 3, 4 and 5.

EY



CSRD and sustainability reporting: information required

Information disclosures

» Description of business model and strategy, including the resilience in r
to risks and opportunities to sustainability matters.* :

» Plans to ensure that the business model and strategy are compatibie with the
transition to a sustainable economy and with the limiting of ngMb’warming to
1,5 °Cin line with the Paris Agreement and the objective of achieving climate
neutrality by 2050. If applicable, the exposure of the company to coal-, oil-
and gas related activities. 4

» Time-bound targets (including GHG reduction targets for 2030 .and 2050),
progress toward achieving targets and scientific evidence statement related
to environmental factors

» Role of the administrative, management and supervisory bodies with regard
to sustainability matters and their expertise and skills to fulfil their role

» Policies in relation to sustainability matters and incentives schemes linked to
sustainability matters offered to member of administrative, management_ and
supervisory bodies P

» Due diligence process implemented with regard to sustainabiJiti/ matters, and,

where applicable, in line with EU requirements to conductit.

» Company's principal actual or potential adverse impga'éts connected with the
own operations and value chain and actions taken to identify and monitor in
order to prevent, mitigate, remediate or brlng an end to these impacts

» Principal risks related to sustainability matters mcIudmg principal
dependencies on those matters, and how thfe company manage those risks.’

Y information disclosures not required when reporting in accordance with article 40a

Page 11

2 '??;‘
Guidelines and standards

» ‘Mandatory application of reporting (lighter version for SMEs and adapted version for third-
country companies)

> Aiignment with EU Taxonomy Regulation

» Alignment with other European or international reference frameworks and standards

5

quble materiality

“» Financial materiality ("outside-in" perspective): these are matters which trigger or may
trigger material financial effects on the company. This is the case when it generates or may

generate risks or oppoftunities that have or may have a material influence on the company’s

cash flows, development, performance, position, cost of capital or access to finance in the
short, medium and long term.

“» Impact materiality: ("inside-out* perspectwe) company's material actual or potential, positive

or;negative impacts on people or the enviren ér\over the short, medium and long term
\4

&

\
VoY

Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 14 December

2022 amending Regulation (EU) No 537/2014, Directive 2004/109/EC, Directive 2006/43/EC and Directive
2013/34/EU, as regards corporate sustainability reporting

EY



CSRD and main implications for companies

Companies will need to make significant changes on how they prepare and disclose sustairlgiqility information.

Management
AN

Board of directors and audit committees

N

Y N\
Provide additional Report in accordance . . > Monitor:
. } Use digital tagging : ,
disclosures with the new ESRS » Internal quality control and risk management
: systems
> Forward-lqoking and > G‘iving users an'integrated » Inclusion of sustginability » Internal audit function
retrospective view view of the company’s reports as a section of the 5 e ¥
i inabili » Assurance of sustainability reportin
» Qualitative and quantitative impact on sustainability management report yrep g
L it ar matters and how they affect Single XHTML format: » Inform of the outcome of the assurance of /
ort-, medium- and long the company'’s development, European Single Electronic sustainability reporting /
term horizons performance and position F t; ESEF = ] . F3
, el i 2R ormat-( ) » Review and monitor the independence of auditors
» Company's whole value
i > Marklng up sustamablllty
chain
information
e
J
P Yz _
Companies will be required to identify a’rfd 'g‘ath,er sustainability-related In order to ensure the reIiabilitv f the reporting and to allow a
information, set targets and KPIs (rewsmg eX|st|ng) draw up policies robust assurance process, compa es should develop internal
and manage ESG risks. ey - control systems for nonfinancial mf&rmatlon
Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PVARLI'AMENT AND OF THE COUNCIL of 14 December 2022 amending Regulation (EU) No 537/2014, Directive 2004/109/EC, Di.r‘ective 2006/43/EC and Directive
2013/34/EU, as regards corporate sustainability reporting - * -
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CSRD and external verification

E »

1. What assurance level is required?

-

24 What assurance standards are expected to be used?

The assurance report on the sustainability reporting should 'based ’,The EC shall be empowered to adopt, by means of delegated acts, limited
on a limited assurance engagement. assurance standards before 1 October 2026. Meanwhile, Member States
e - may apply national assurance standards, procedures or requirements.

By 1 October 2028, the EC shall adopt assurance standards forésonable assurance, foIIovymg an assessment to determine if it is feasible for the auditors and for the companies.

The EC should then specify when reasonable assurance wouldde required.
£

r 0

3. What will be the scope of assurance enqa(.‘j;éments?

£
CSRD Digitalization
» Compliance with the CSRD reporting > Process carried out by the el Compliance with the requweme\ﬁ\ Compliance with the
rules in Article 19a, including with the‘;-‘”-" company to identify the to mark-up sustainability o reporting requirements of
reporting standards adopted P information reported according reporting in accordance with 3 Article 8 EU Taxonomy
according to Article 29b or Article 2,9c to those reporting standards Article 29d accounting-directive 1\ Regulation
accounting directive 2 (digitalization) ' . +> (Regulation (EU) 2020/852)

Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLFAMENT AND OF THE COUNCIL of 14 December 2022 amending Regulation (EU) No 537/2014, Directive 2004/109/EC, Directive 2006/43/EC and

Directive 2013/34/EU, as regards corporate sustainability regorting

Page 13
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CSRD and external verification

4. Whom does the CSRD mandate to provide assuranc of
sustainability reporting?

The CSRD requires the statutory auditors and audit fir 0 carry out
the assurance of sustainability reporting, mainly to “help ensure the
connectivity between, and consistency of, financial ahd sustainability
information”. y

E @?;‘

.5'. Are there any specific educational qualifications

necessary to provide assurance services?

Statutory auditors should meet specific requirements in addition to the
necessary educational competences required by the Audit Directive
2006/43/EC to be allowed to carry out assurance engagements of
sustainability reporting.

» Member States may allow an independent assurance services provider, a
statutory auditor or an audit firm other than the one(s) earrying out the
statutory audit of financial statements to provide a conclusion.

» Shareholders with more than 5% voting rights or 5% capital of a company
have the right to ask to involve an accredited third party to “prepare a
report on some elements of the sustainability reporting”.

» This accredited third party cannot belong to the same audit firm or network
as the auditor carrying out the statutory audit.

—

e

A

&

6. Independent assurance services proviélérs

» This educational qualification covers matters such as:
1. Legal requirements and reporting standards regarding sustainability
reporting J
2. Sustainability analysis 7
Sustainability due diligence processes
4. Legal requirements and assurance standards for sustalnablllty reportmg

w

» The statutory‘ auditor must complete at least eight months of practical training
in assurance of annualand consolidated sustainability reporting or other
sustainability related services. The CSRD includes transitional arrangements for
statutory auditors that have'been qualified before 1 January 2024.

» Members States may allow an independent assurance » |f a Member State makes use of an option to allow an » |ASPs are
~ IASP to express an opinion on sustainability reporting,
~it'shall also allow another statutory auditor to do so.

services provider (IASP) to express an oplmon on
sustainability reporting. Any assurance sgrvices
provider will have to follow the standards adopted by
the EC. o 3

uired to follow equivalent requirements
as the ones uded in the Audit Directive
2006/43/EC, éf peC|aIIy on professional education,
.t ~training, examination, quality assurance, ethical
- requfrements including independence, investigation
and sanction. ¥

Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLJAMENT AND OF THE COUNCIL of 14 December 2022 amending Regulation (EU) No 537/2014, Directive 2004/109/EC, Dlrectlve 2006/43/EC and

Directive 2013/34/EU, as regards corporate sustainability reporting
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CSRD and publication

Management report

» The sustainability information
should be published in a dedicated

Digitalization

4 f'gmpanies must make their » Companies will be required to
" _management report and thus : prepare their management report in

section of the management report 4 also their sustainability report \ the European Single Electronic
identified as sustainability ’) available to the public free of N Format (ESEF)1!.
statements. ~ charge on their website. > Companies will also have to mark up
» Thus, sustainability reports will be their sustainability reporting, /"'
filed with the audited financial # including the disclosures 'requ.iréd by
statements. & Article 8 of the Taxonomy '
Regulation. 3
P . " __» This will allow making the
A “»sustainability reports available in
, g ‘ the‘_\\E‘gropean Single Access Point
o curren \;(\_under development.
R,
_7‘”'\ AT A e LESEF is désqribed in Article 3 of Commission
e > "~ Delegated Regulation (EU) 2019/8151

Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLJAMENT AND OF THE COUNCIL of 14 December 2022 amending Regulation (EU) No 537/2014, Directive 2004/109/EC, Directive 2006/43/EC and

Directive 2013/34/EU, as regards corporate sustainability reporting .
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Timeline CSRD and ESRS
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on 2026 data)

Foees .-%"'"1"-.. ‘ eettoeey, Disclosures in a
' sustainability report

(7]

o 3

§ November 2022 Q4 2023 2025 | 2026 2028

g CSRD approval by Transposmon of the Appl[ﬁable for Applicable for listed Applicable for third-
w R SN Directive by largé companies SMEs, small and non- | country companies
A Member States not subject to complex institutions, | (reporting in 2029 on
g »d NFRD (reporting and captive 2028 data)

o \ in 2026 on 2025 insurance companies

- NG data) (reporting in 2027

o }ﬁmllte‘d assurance ¢

= \

>

1N}

|

Subject to limited
assurance (moving
toward reasonable
assurance) to be
released as a single

g &, part of the

o » management report

o - i . = filed with the audited
o November 2022 June 2023 =7 " | June 2024 y: June 2025 (postponed standards) financial statements

% First set of ESRS (cross- Planned adoption.of the Expected adoption of Expected adoption of the *

L:J cutting and sector- first set of E§RS"(Cross- the second set of ESRS postponed elements of the seco 1d

N agnostic standards) cutting an,_d*Sector- (standards for SMEs set of ESRS (sector-specific :\}’\

o submitted to the EC agnostjc"‘standards) and complementary standards, standards for non-EU"| "%y

> N information) companies) A

-
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Appendix:
Further elaboration
brought by the final
version of CSRD




Drafting standards
(Article 19a and 29a)

» Reporting standards should be harmonized throughout
the Union, and this should be done through delegated
acts. When creating these acts, 4t is important to take
into account the main sustainability standards used
worldwide.

» Reporting standards should be drafted in accordance
with the International Sustainability Standards Board
(ISSB). This will further contribute to a reduction of the
risk of inconsistent reporting requirements in
corporations that operate globally.

» Sustainability standards that disclose social factors
should take into account any gaps in EU law. When
reporting on governance factors, frameworks such as
the Global Reporting Initiative and the Task Force on
climate-related Financial Disclosures should be taken
into account.

» It is the responsibility of Member States to ensure all
sustainability reporting information is done in
compliance with workers rights to information and
consultation. Therefore, workers representatives should
be informed, and this information should be discussed.

» Member states should also ensure that auditors can
easily qualify for the assurance of sustainability :
reporting. There will also be a maximum fee that canlb’é ‘
charged for these services. 49

Sustainability reporting standards\-'
(Article 29b) £

» Disclose activities and commitments relatedto
exserting in political influence, including Iobbying
activities. :

Page 18 Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 14 December 2022 amending Requlation (EU) No 537/2014, Directive 2004/109/EC, Directive 2006/43/EC and

Directive 2013/34/EU, as regards corporate sustainability reporting

Qualifications required to provide
assurance services (Article 8)

» For the statutory auditor to also be approved to carry
out the assurance of sustainability repérting, the test of
theoretical knowledge shall also cover at least the
following subjec#S: legal requirements and reporting

fing to.the preparation of annual and

| sustainability repoffting.

préparation of annual and/consolidated sustainability

porting
24 Sustainability analysis

3. Sustainability due diligence processes
44. Legal requirements and assurance standards for
) sustainability reporting

» In addition, the statuary auditor must complete at least
eight months of practical training in assurance of
sustainability reporting, and at least part of the
examination shall be wrltten The CSRD will include
transitional arrangements Tor all those statuary auditors
which qualified before 1 January 2024.

» Member Stat€s shall ensure that statutory auditorér 5
approved before 1 January 2026 who wish to carry out
the assurance of sustainability reporting acquire the

.+~ . necessary knowledge.

Intellectual property
(Article 19(a) and 29(a))

» It will not be compulsory to disclose information on
intellectual property, intellectual capital, know-how or
results of innovation which would class as trade
secrets according to the EU Directive 2016/943

Reporting of third-country companies
(Article 40a to 40d)

» Subsidiary scope:
» Apply to large, small and medium-sized subsidiary
which are public-interest entities
» Exception of micro-companies
» Report at the group level of that ultimate third-
country parent

» Branch scope:
» Apply to branch that does not have large, sr[)all and
medium-sized subsidiary companies
» Threshold of net turnover of more than EUR40
million in preceding financial year
» Report at the group or individual level of the third-
country company

“». Both:

» -Only applies where the third-country company, at its
grow ) level, or, if not applicable, the individual level,
gene?{at d a net turnover of more than EUR150
million in‘the Union for each of the last two
consecutlvgitmanual years

» Member Stat may require subsidiaries or branches
to send them Information about the net turnover

~generated in their territory and in the Union by the
third-country companies.

-
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Climate change and ecosystems Value chain : Sustainability reporting
(Articles 8 and 19(a)) (Articles 19(@) and 29(a)) (Article 12)
» Legislation: » During the first three years after the Directive is passed, » Consistent basis for sustainability reporting in the form
» Specific reference to the Communication issued on the if not all the information is availablé, it is not compulSory{ of sustainability reporting standards would lead to
20 May of 2020 titled “EU Biodiversity Strategy for to report on the‘whole extent of the value chain. ’ relevant and sufficient information being provided.
2030: Bringing nature back into our lives"”, through However, the"sustainability report issued by a business

» The lack of sustainability information limits the ability of
stakeholders to enter into dialogue with companies on
sustainability matters.

Ude an explanation for this and the plans
jut.toobtain this forsfuture years.

which there is a commitment to ensure all the world'’s should i
ecosystems are restored and adequately protected. carrie
» Specific mention to the communication issued on the
17 June 2019, “Guidelines on nonfinancial reporting >
climate-related information) to highlight benefits for
companies of reporting on climate information by
increasing awareness and understanding of risks and _
opportunities within the company. Diversity on company |4

stainability reporting sta_'hdards should ensure the
ormation required regarding value chain can also be
obtained by small and medium enterprises.

5

» Public-interest entities should not be treated as large
companies for the purposes of the application of the
sustainability reporting requirements.

boards might have an influence on decision-making or i Sustainable Finance » Companies added to the scope of the sustainability
resilience. g (Article 28) } reporting requirements will also have to comply with
» Content: e Article 8 of Regulation (EU) 2020/852.
= ] . » Legislation: ;

> Itisimportant to become aligned with UN framework; e » Sustainability reporting will be made acceSSIble free of
Framework Convention on Climate Change (Paris » The Commission should consult at least once a year charge to the public through central, commerual A
Agreement (PA)) adopted on 12 December 2015, and with the sustainable finance Expert Groups from
the UN Convention on Biological Diversity and Union Member States to efisure there is transparency in registers of the Member States, or website of the
Policies. reporting standards. This is reflected in Artlcle 28 of el elnto y

g izumeza:;iint?gtngi\ﬁasgftréegistgggg?r:]tcoor%?;iséilgib'“ty . Fff?ulahon Ay S » If possible, information should be disclosed based on
environmental issues such as GHG emissions. It is also > Content: € ey S liciintormation S e s

. “~.  endanger the commercial position of the company.

important to disclose plans on how to reduce negative ~" » Sustainable reporting standards should be issued

environmental impacts.

» Businesses should disclose any information they have on ¥ gUECIQIntly conzuiingvith, sustainabielingpes < Ado;iwmn of reporting standards by means of delegated
achieving climate neutrality and fulfilling the PA. A PR from MeBeistates acts would ensure harmonized sustainability reporting
o q
» Climate Plans should match the latest suentmc reports i across t}"e; Jnion.
such as the IPCC. ) N _
important to introduce a robust reporting vf‘ramework T P . _of inconsistent reporting requirements.
and introduce effective auditing practices.” 5 .
» Users will be interested in reading about efforts to
reduce GHG emissions or adaptation and m|t|gat|on '
strategies. .
ot
Page 19 Source: DIRECTIVE (EU) 2022/2464 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 14 December 2022 amending Regulation (EU) No 537/2014, Directive 2004/109/EC, Directive 2006/43/EC and EY
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Small and medium enterprises
(Articles 21 and 22)

» If these types of company's trade in the Union, they
should be given enough time to prepare for the
application of the provisions requiring sustainability
reporting, due to their smaller size and limited resources.

» Therefore, it has been accepted they will start publishing
sustainability reports starting on or after
1 January 2026.

» Member states should assess the impact of their national
transposition to ensure these types of enterprises do not
face unnecessary burdens.

» Must also disclose information regarding employee skills
or information on intangible resources.

Large company checklist:

» Balance sheet total
» Net turnover
» Average number of employees during the financial year

Shareholders:

» Shareholders of companies whose securities are admitted |

to trading on a regulated market in the Union, acting™
individually or collectively, have the right to put itéems on

i

Market for sustainability information

(Article 10)

» Market is rapidly growing and the,role of third-
party data providers is gaining 'in'iportance given

the new obli

ndards.

(European Financial Advisory Group) °

» The EFRAG must have sufficient funding in order

tions that investors and asset

ase comparability of./aata and harmonize

5

to ensure independence.

» Participation in their work at a technical level

should be conditional on expertise in sustainability

reporting and shou@é»ﬁot be conditional on any
financial contribution.

» In order to ensure no prejudice is taken agaiﬁst.
~4any public entity, its process must be transparent.

» Toincrease deimocratic control, this body should

be consulted at least once a year, as well as the

European Parliament and the Member State Expert

Group on Sustainable Finance.

>

Business ethics
(Article 50)

» Information about approach to business ethics needs to be
disclosed as they are elements of authoritative frameworks
on corporate governance, such as the Global Governance
Principles of the International Corporate Governance
Network.

Sector-specific reporting standards
(Article 53)
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» Sector-specific reporting standards are especially
important in the case of sectors associated with
high sustainability risks for or impacts on the
environment, human rights and governance.

» Commission must ensure information specified-by
those sustainability standards is proportionate to
the scale of the risks and impacts related te
sustainability matters specific to each sector.

Statuary auditors

» Statuary auditors are key when providing
assurance of sustainability reporting.

». Commission has announced it will further enhance
au%ii quality to create a more diversified audit
m

a é\t\

5 NNy,
» Member %‘ates should be given the option of

the agenda of the general meeting. p o 8 allowing a s?ﬁtutory auditor, other than the one(s)
& et _carrying out the statutory audit of the financial
4 % statements, to express an assurance opinion on
sustainability reporting.
o
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Review and reporting (article 6_)

» By 31 December 2028, the Commission shall review and
report to the European Parliament and the Council on the
level of concentration of the sustainability assurance
market and they shall assess possible legal measures to
ensure sufficient diversification of the sustainability
assurance market and appropriate sustainability
reporting quality.

Transposition (article 5)

» Member States shall bring into force the laws,
requlations and administrative provisions necessary to
comply with Articles 1 to 3 of this Directive by 6 July
2024.

N .

Ty
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