C SRD: A N I NTEG RA L E L E ME N T O F T HE
EU SUSTA I NA BLE F IN A N C E F RA MEWO RK
P h ilip p B i nz a nd M a rc us Fl ei g

On 21 April 2021, the European Commission adopted a comprehensive package of measures to reorient the flow of
funds towards more sustainable investments. An integral element of this sustainable finance package is the Corporate
Sustainability Reporting Directive (CSRD) proposal.1
The proposal builds on and revises the sustainability reporting requirements of the Non-Financial Reporting Directive
(NFRD) to better align sustainability reporting with the broader regulatory framework for sustainable finance.2 The
objective of CSRD is to ensure that financial market participants and financial advisors possess the information
necessary to meet the disclosure requirements set forth in the Sustainable Finance Disclosure Regulation (SFDR).3
The need to make sustainability-related information available to the financial industry has been highlighted in our
previous article – SFDR: Is the financial industry ready for disclosure? Commenting on challenges around
implementing the principal SFDR requirements, we stated that:
“How difficult the implementation will be for financial products that take sustainability aspects into account, and for
financial market participants or financial advisors, depends largely on the availability of the relevant ESG data. ESG data
is required by the Regulatory Technical Standards (RTS) as Level 2 measures to complement the SFDR requirements.
Furthermore, the obligation of investee companies to make this ESG data publicly available plays an important role.”
In this article, we describe how the CSRD proposals fit into the EU Sustainable Finance Framework and summarize its
key features in terms of in-scope definitions, reporting standards and usability of the reported data, as well as the audit
requirements of the reported sustainability information.

H OW D OES C SRD F I T I NTO T HE E U
S U STA I N A BL E F I NA NCE F RAM EWO RK ?
According to the EU Taxonomy Regulation, any undertaking
which is subject to an obligation to publish non-financial
information must include within its non-financial statement

information relating to the proportion of revenues, capital
expenditure and operating expenditure derived from activities
that qualify as environmentally sustainable.4

1. P roposal for a DIRECTIVE OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL amending Directive 2013/34/EU, Directive 2004/109/EC, Directive 2006/43/EC and Regulation (EU)
No 537/2014, as regards corporate sustainability reporting
2. DIRECTIVE 2014/95/EU OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 22 October 2014 amending Directive 2013/34/EU as regards disclosure of non-financial and
diversity information by certain large undertakings and groupsw
3. REGULATION (EU) 2019/2088 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 27 November 2019 on sustainability‐related disclosures in the financial services sector
4. REGULATION (EU) 2020/852 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 18 June 2020 on the establishment of a framework to facilitate sustainable investment, and
amending Regulation (EU) 2019/2088
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CSRD expands these reporting requirements so that
further information on environmental, social and governance
aspects must also be published to show the company’s impact
on sustainability matters, and the impact of sustainability
matters on the company’s development, performance, and
position. This includes, but is not limited to, a description of
the business model, strategy, resilience to sustainability risks,
objectives related to sustainability matters, and the policy on
sustainability issues.

data. Once in force, CSRD will therefore tackle one of the
main concerns regarding the disclosures of financial market
participants and financial advisors. When it comes to adequately
reflecting sustainability risks – especially for financial products
promoting environmental or social characteristics (so-called
‘light green’ products, as per Article 8 of SFDR) or products
that have sustainable investment as their objective (so called
‘dark green’ products, as per Article 9 of SFDR) – the greater
availability of information will be key to fulfilling the disclosure
obligations laid down by SFDR.

The implementation of CSRD will result in an increase in the
number of firms required to disclose sustainability matters
and enhance both the quality and usability of the reported

The following chart illustrates how CSRD fits into the EU
Sustainable Finance Framework:
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Proposed regulation on reporting by large companies and
listed companies on their sustainability risks and impacts,
i.e. impact of their business on climate and impact of climate
change on their business

Products with environmental or social
characteristics may partially pursue
‘sustainable investment’ as an objective –
the ‘light green’ products (Art. 8, SFDR)

Other CSRD information on environmental,
social and governance issues
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by large companies
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Financial market
participants and
financial advisors

Percentage of current revenues coming
from activities aligned with the taxonomy
and percentage of future revenues (capital
expenditure) coming from activities aligned
with the taxonomy

EU TAXONOMY
REGULATION

Introduces disclosure requirements for financial
market participants and financial advisors, e.g.
when selling sustainable products

A common classification of economic activities
significantly contributing to environmental
objectives, using science-based criteria

Source: European Commission
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Products with ‘sustainable investment’
objectives are activities aligned with
the taxonomy (investment contributing
to an environmental or social objective)
(Art. 9, SFDR)

WH I CH F I RM S FA LL W I TH I N TH E S C O PE
O F T H E PR O PO S E D C S R D ?
Currently, under NFRD only public interest firms with more than
500 employees are required to disclose non-financial matters
in their management reports. CSRD extends the group of
companies obliged to report on sustainability matters to all large
private companies, as well as all companies listed on regulated
EU markets.

Large companies will be required to report their sustainability
matters according to CSRD from the financial year 2023
onwards. To ease the burden on listed SMEs, CSRD will come
into force from 2026 for them.
As a result of these changes, the number of companies that are
required to include sustainability matters in their management
reports will increase from approximately 11,600 to 49,000,
which will significantly improve the availability of ESG data
needed for financial market participants and financial advisors
to fulfil their obligations resulting from SFDR.

While for these listed entities the threshold of 500 employees
no longer applies, micro-enterprises are excluded and
therefore not obliged to report in accordance with CSRD.
Micro-enterprises are those entities which have fewer than
10 employees and whose annual turnover and annual balance
sheet does not exceed two million euros.

W HAT RE P O RT I N G STA NDA R D S W I LL B E A PPLI CA B LE
P O ST CS RD I MPLE ME NTATI O N?
CSRD requires companies to report in accordance with
mandatory EU sustainability reporting standards which are
set to be developed by the European Financial Reporting
Advisory Group (EFRAG) in collaboration with relevant
international initiatives.

that firms must disclose regarding their impact on sustainability
matters and the effect sustainability matters have on their
firms. A second set of standards, specifying complimentary
information that companies need to include in their disclosures,
should be adopted by 31 October 2023. Importantly, the
disclosure obligations laid down in SFDR will also be taken into
account when drafting these delegated acts.

The first set of standards is scheduled to be adopted as
delegated acts by 31 October 2022, specifying the information

WH AT M EAS U RE S A R E PR O PO S E D TO E NH A NC E
T H E U SA B I L I TY O F R E PO RTE D DATA?
Digitization of reporting creates opportunities for more efficient
use of information and offers the potential for significant
cost savings for both users and companies, notably when
using artificial intelligence or machine learning solutions.
Therefore, companies will be required to prepare their financial

statements and management reports in XHTML format and to
tag sustainability information. Digitally marked data is machinereadable and can flow as structured data into the European
Single Access Point for public information envisaged in the
Capital Markets Union action plan.
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HOW M U CH I S T H E AU D I TI NG O F TH E R E PO RTE D
SUSTAI N AB I L I TY I N F O R MATI O N G O I NG TO C H A NG E ?
CSRD introduces a general, EU-wide audit requirement for
sustainability information as part of the management report.
The absence of such an audit requirement would reduce the
credibility of the disclosed information. The statutory auditor or
audit firm should examine the compliance of the sustainability

disclosures with the EU reporting standards, the process carried
out by the company to determine the reported information and
the previously explained requirements for digitally tagging the
sustainability information.

CO NC LU S I O N
CSRD is an important step towards aligning the framework for sustainability reporting within the European Union as
it ensures comparability of sustainability-related data across the European Union. Financial market participants and
financial advisors facing SFDR requirements will also benefit from these additional disclosures in terms of fulfilling their
reporting obligations. Finally, the usability of reported data through digital tagging of sustainability-related information
paves the way for digitization as an innovation lever in the transformation to a more sustainable economy.
Contact us to learn more about how we can leverage the sustainability-related disclosures for your institution and how to
set up the necessary environment for data management and analysis. Take advantage of the opportunities that the ESG
regulations and the shift towards sustainable growth offer your organization.
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