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‭The European Union’s Corporate Sustainability Reporting Directive (CSRD) went into effect in January 2023. The‬
‭directive requires detailed reporting related to environmental, social, and governance topics.‬‭The requirements‬
‭established through CSRD will impact many more entities than are reporting under current EU non-financial‬
‭reporting requirements (NFRD), including certain US and other non-EU companies and their EU subsidiaries.‬
‭Specific reporting requirements differ depending on the facts and circumstances.‬‭Determining the applicability‬‭of‬
‭these requirements can be complex and is likely to necessitate careful review with early involvement of legal‬
‭counsel. Reporting could begin as early as fiscal year 2024, and the requirements may be significant.‬
‭The directive sets forth the baseline, and EU Member States will have to transpose the CSRD into national law. As‬
‭part of this process the EU Member States may add provisions but cannot eliminate any of the requirements in the‬
‭CSRD. Companies should therefore closely monitor developments in the EU Member States.‬

‭Who is impacted?‬
‭The scope of companies directly impacted by the new requirements is expansive.‬‭It includes both US and‬
‭other non-EU headquartered companies and is not limited to publicly traded companies. Entities in any of the‬
‭following categories may have reporting requirements at the entity level and/or as part of a consolidated group.‬



‭What are key questions for companies to consider now?‬

‭Early preparation for any reporting obligations is important.‬‭With the assistance of legal counsel,‬‭companies‬
‭should consider the following:‬

‭•‬ ‭Are any EU entities in the group currently subject to the Non-Financial Reporting Directive (NFRD)?‬

‭•‬ ‭Do any entities in the group have debt or equity securities listed on an EU-regulated market?‬

‭•‬ ‭Do any EU entities in the group meet the definition of “large undertakings” or “large groups”?‬

‭•‬ ‭Does consolidated net turnover (revenue) generated in the EU exceed €150 million in each of the last two‬
‭consecutive fiscal years?‬

‭•‬ ‭Does the company qualify for any available exemptions (refer to the additional resources below for more details)?‬

‭•‬ ‭What are the requirements of the double materiality assessment?‬

‭Additionally, companies will likely need to develop or enhance processes and controls to accumulate high quality‬
‭data to support the disclosures. This may be particularly challenging in areas not previously covered by voluntary‬
‭reporting or if reporting will be required for the first time at a sub-consolidation or subsidiary level when financial‬
‭reporting may not have been prepared historically.‬
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‭When will reporting be required?‬
‭Timing is established by the CSRD and will vary by type of entity. Importantly,‬‭the first time application‬‭dates‬
‭begin in less than six months‬‭: “large undertakings”‬‭that have securities listed on an EU-regulated market and‬
‭more than 500 employees as well as companies that are already reporting under current NFRD requirements will‬
‭be required to report in 2024 (filing in 2025).‬

‭All other “large undertakings” and “large groups” will be required to report in 2025 (filing in 2026) followed by‬
‭smaller organizations the subsequent year. For non-EU headquartered companies, additional reporting will be‬
‭required in 2028 (filing in 2029).‬‭These first time‬‭application dates leave limited time to develop the necessary‬
‭processes and controls.‬

‭What are the reporting requirements?‬
‭The detailed reporting requirements would go well beyond the requirements in the new topical standard‬
‭from the International Sustainability Standards Board and the disclosures proposed by the SEC‬‭.‬‭The CSRD‬
‭will require detailed disclosures about how sustainability issues affect a company’s business, as well as the impact of‬
‭the business’ activities on people and the environment (so called “double materiality”). The topics covered include‬
‭climate change as well as additional environmental topics such as pollution and biodiversity, social topics such as‬
‭own workforce and workers in the value chain, and governance topics such as business ethics and supplier payment‬
‭practices.‬
‭Reporting standard‬ ‭Status‬
‭European Sustainability Reporting Standards (ESRS):‬‭12‬
‭standards applicable for entities in scope across all sectors.‬

‭Final standards adopted‬
‭in July 2023 ‬

‭Non-EU dedicated standards‬‭: Dedicated standards to‬‭be applied‬
‭at a global consolidated level as part of the additional reporting for‬
‭non-EU headquartered companies‬

‭Yet to be developed,‬
‭and timing is uncertain‬

‭Simplified standards:‬‭Standards for use by certain‬‭small and‬
‭medium-sized enterprises (SMEs), small and non-complex‬
‭institutions, and captive insurance undertakings, as defined.‬

‭Currently under‬
‭development‬

‭Sector standards are also in development. Refer to our‬‭In the loop: Worldwide impact of CSRD - are‬
‭you ready?‬‭for detailed discussion of applicability‬‭considerations, the reporting requirements under‬
‭ESRS, and related assurance requirements.‬

https://viewpoint.pwc.com/dt/us/en/pwc/in_the_loop/in_the_loop_US/whatscsrduscompaniesneed.html
https://viewpoint.pwc.com/dt/us/en/pwc/in_the_loop/in_the_loop_US/whatscsrduscompaniesneed.html


‭What are the assurance requirements?‬
‭Independent assurance is required over CSRD reporting beginning the first year it is applicable.‬‭The‬
‭requirements begin with limited assurance and expand to reasonable assurance at a later date (not specified). The‬
‭nature, timing, and extent of assurance procedures will vary based on several factors, including:‬
‭•‬ ‭which set of reporting standards are followed,‬
‭•‬ ‭whether the parent plans to report at a consolidated or subsidiary level,‬
‭•‬ ‭the timing of when reporting is required, and‬
‭•‬ ‭whether the statutory auditor is engaged to perform the sustainability attestation.‬
‭We expect the audits of the CSRD requirements to require significant coordination between non-EU group teams‬
‭and EU-based assurance teams.‬

‭Additional resources‬
‭In the loop: Worldwide impact of CSRD - are you ready?‬ ‭Final European Sustainability Reporting Standards have‬

‭been adopted‬
‭In the loop: Navigating the ESG landscape‬ ‭Finalization of EU Corporate Sustainability Reporting‬

‭Directive‬

‭To have a deeper discussion, contact your local PwC ESG specialist or:‬

‭International‬
‭Peter Flick‬
‭Partner‬
‭peter.flick@pwc.com‬

‭Andreas Ohl‬
‭Partner‬
‭andreas.ohl@pwc.com‬

‭Olivier Schérer‬
‭Partner‬
‭olivier.scherer@pwc.com‬

‭United Kingdom‬
‭Mark O’Sullivan‬
‭Director‬
‭mark.j.osullivan@pwc.com‬

‭United States‬
‭Mary Grace Davenport‬
‭Partner‬
‭mary.grace.davenport@pwc.com‬

‭Heather Horn‬
‭Partner‬
‭heather.horn@pwc.com‬

‭Catherine Ide‬
‭Managing director‬
‭catherine.ide@pwc.com‬

‭Emily Kirsch‬
‭Director‬
‭emily.kirsch@pwc.com‬

‭Valerie Wieman‬
‭Partner‬
‭valerie.wieman@pwc.com‬
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