When do the new regulations apply?

Following the adoption of the CSRD at the end of 2022,
large companies are to start collecting data according to the
new standards from January 2024 and report on it at the
beginning of 2024. In the case of SMEs, reporting is fo be-
gin in fiscal 2026, with data collection starting in January
2026 and reports submitted at the beginning of fiscal 2027.
A separate, easier-to-use standard is being developed for
SMEs.
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What is in store for your company?

With the CSRD, the EU is for the first time developing legally
binding, concrete standards according to which sustainability
reporting must be carried out. While the CSRD borrows from
widely used voluntary frameworks, such as the Global Repor-
ting Initiative (GRI), the Sustainability Accounting Standards
Board (SASB) and the Task Force on Climate-Related Finan-
cial Disclosure (TCFD), it will also differ from them.

This change will require companies to adapt to new criteria
and issues in accordance with the reporting standards. The
standards also require that the information collected be in-
cluded in the company‘s management report, as opposed to
stand-alone sustainability reporting.

In line with the concept of ,double materiality,“ companies are
expected to report not only on the impact of their actions on
society and the environment, but also on the risks and oppor-
tunities arising from social and environmental developments

for the company.

How is the quality of the reports ensured?

Is your company affected?

The CSRD applies to all listed companies, with the excep-
tion of listed micro-enterprises. Listed small and medi-
um-sized enterprises (SMEs) have until January 1, 2026 to
comply with the reporting requirements, and there is also
an opt-out clause until 2028.

It also applies to ,large companies® that are either an
EU company or an EU subsidiary of a non-EU company.
.Large companies“ are companies that exceed at least
two of the following criteria:

A net turnover of 40 million euros
A balance sheet total of 20 million euros
250 employees on average during the fiscal year

The third category to which the CSRD applies includes in-
surance companies and credit institutions, regardless of
their legal form.

What are the specific challenges?

Expanding the scope
As more companies fall under the new
compliance requirements, companies
with little or no experience will also have to
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comply with sustainability reporting obli-
gations. Companies that previously had
no reporting capacity are also affected.

New standards

Even for companies that already report
on their sustainability, the new standards

v pose achallenge. They are more compre-
hensive, complex and require more detai-
led information than ever before.

Supply Chain data

& The new standards require the collection
— and reporting of sustainability data from

the entire supply chain, not just internal
data.

For the time being, sustainability reporting is to be audited in the form of ,limited assurance,” which requires the submission of

evidence. This is infended to allow conclusions to be drawn about the credibility and plausibility of the facts reported. However, the

clear goal is to expand this to ,,reasonable assurance” once auditing standards for sustainability information are also available.




