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EU Compliance:-
Corporate Sustainable Reporting Directive CSRD,
Double Materiality ESRS,

Corporate Sustainable Reporting Directive (CSRD)

The Corporate Sustainability Reporting Directive (CSRD) is a European Union (EU) law that
mandates detailed and standardized reporting by companies on their environmental, social, and
governance (ESG) performance. Its goal is to improve the transparency, consistency, and
comparability of sustainability information, helping investors and other stakeholders make more
informed decisions.

UK subsidiary companies are not automatically subject to European Sustainability Reporting
Standards (ESRS) just by virtue of being UK-based. Their reporting obligations depend on their
size, listing status, and the nature of their operations or parent company in the EU.

Key Requirements

. Mandatory European Sustainability Reporting Standards (ESRS): Companies must use a
unified set of standards for their reports, covering a wide range of topics from climate
change and biodiversity to labour practices and business ethics.

. Double Materiality: Reporting is required from two perspectives: how sustainability issues
affect the company's financial performance (financial materiality), and how the company's
activities impact people and the environment (impact materiality).

o Integrated Reporting: The sustainability report must be a mandatory part of a company's
annual management report, not a separate document.

. Mandatory Assurance (Auditing): An independent, third-party auditor must verify the
reported sustainability information to ensure its accuracy and reliability, starting with limited

assurance and potentially moving to reasonable assurance in the future.

o Value Chain Reporting: Companies need to disclose information on their entire value chain,
including upstream and downstream partners, though a transition period is allowed for this

requirement.

Who is in Scope?

The directive significantly expands the scope of its predecessor, the Non-Financial Reporting
Directive (NFRD), to cover approximately 50,000 companies. This includes:

e Alllarge EU companies (meeting at least two of these three criteria: 250+ employees, net
turnover of over €40 million, or total assets exceeding €20 million).

e All companies listed on EU-regulated markets (except micro-enterprises).

Non-EU companies with a significant presence in the EU (generating over €150 million in annual EU
turnover and having a large EU subsidiary or a branch with a net turnover of over €40 million).
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Implementation Timeline

The CSRD is being phased in over several years:

Reporting in 2025 (for the 2024 financial year): Companies already subject to the NFRD.

Reporting in 2026 (for the 2025 financial year): Other large companies not previously
subject to the NFRD.

Reporting in 2027 (for the 2026 financial year): Listed SMEs (with an option to opt-out until
2028).

Reporting in 2029 (for the 2028 financial year): Certain non-EU companies meeting the
specified EU turnover and presence thresholds.

For companies in scope, non-compliance can result in administrative penalties, fines, and
reputational damage.

Exemptions and Reliefs

Subsidiary exemption: An in-scope EU subsidiary may be exempt from preparing its own
individual ESRS report if its UK parent entity prepares a consolidated sustainability report
for the entire group (including all EU and non-EU subsidiaries) using either the ESRS or
standards deemed equivalent by the European Commission, and this report is publicly
available and assured.

Transitional relief: There are transitional reliefs available, such as the option for a non-EU
parent with multiple EU subsidiaries to have the largest EU subsidiary prepare one
combined sustainability statement for the group until 2030, which could exempt the other
EU subsidiaries from individual reporting.

Next steps

For companies confirmed as in scope ( typically by parent company) they should start taking the
following actions:

1.

2.

Understand the Requirements and Scope and the 12 specific ESRS standards.

Establish responsibilities and create cross-functional task force in sustainability, finance,
legal, HR, procurement and IT.

Conduct a Double Materiality Assessment, identifying and prioritising the Environmental,
Social and Governance topics that are material to your business. To be done from Two
Perspectives- Impact Materiality and Financial Materiality, including internal and external
stakeholders to gather insights.

Identify Data Gaps between existing data and the ESRS data points, and develop a plan to
address these gaps.
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5. Develop a robust Data Collection and Management System, for reliable and accurate
processes for data collection across your entire value chain.

6. Prepare the report in the required digital format and arrange Third-Party audit and Limited

Assurance.

7. Develop a strategic action plan

8. How Carbon-Zero can help

Carbon-Zero have been supporting organisations as they transition to more sustainable business
models. Drawing on a network of over 400 projects to date we have the resources and expertise to
assist with strategic planning and target setting to delivery, activation and communication —we
provide smarter ways to turn intent into impact.

If you have any questions on your obligations to meet CSRD requirements contacts us now.
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