1

ISRB 2022/03 ISSB EU Sustainability Reporting – Comparison of Draft CSRD to NFRD
Requirements

EU SUSTAINABILITY REPORTING –
COMPARISON OF DRAFT CSRD TO NFRD
REQUIREMENTS (As of April 2022)
INTERNATIONAL SUSTAINABILITY REPORTING BULLETIN
2022/03

2

ISRB 2022/03 EU Sustainability Reporting – Comparison of Draft CSRD to NFRD Requirements

INTRODUCTION
In April 2021, the European Commission proposed a new Corporate
Sustainability Reporting Directive (CSRD). The purpose of the CSRD is to
revise and strengthen the existing requirements of the Non-Financial
Reporting Directive (NFRD), to ensure that companies report reliable
and comparable sustainability information that investors and other
stakeholders need.
The proposals would significantly expand both the scope of the
Directive (from around 11,600 companies to around 49,000) and the
information to be reported. European Sustainability Reporting Standards
(ESRS) would be required, and the information disclosed by companies
would need to be assured (initially limited assurance, with reasonable
(or audit) assurance later on).

EXECUTIVE SUMMARY
The draft Corporate
Sustainability Reporting
Directive would significantly
expand both the scope of
the existing NFRD and the
requirements for
companies, including the
need to obtain assurance on
disclosed information.

As part of the legislative process, the European Commission’s proposals have been subject to review by
the European Parliament and the European Council (which is made up of representatives from each EU
Member State). Both the Parliament and the Council have proposed amendments to the Commission’s
proposals, some of which are significant.
The status as at the end of April 2022 is that the so-called Trilogues are in progress. These are discussions
among the European Parliament, the European Council and the European Commission at which a
compromise is sought, in order to finalise the requirements of the new legislation. It is currently
anticipated that the final CSRD will be published before the end of June 2022.
This publication sets out an overview of changes that will be introduced by the CSRD as drafted. It also
provides a high-level overview of the proposed amendments from the European Council and the European
Parliament.
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WHAT ARE THE KEY CHANGES INTRODUCED BY THE CSRD?
As proposed by the European Commission, the key changes are as follows:
Requirement
Companies that are required to
report

NFRD
Large public interest entities with more than 500
employees
Public interest entities are:
• Listed companies
• Banks and insurance companies

CSRD
Listed companies
All large companies, defined as those meeting two out of
the following three criteria:
•
•
•

More than 250 employees
More than EUR 40m turnover
More than EUR 20m total assets

This includes all companies, including subsidiaries of non-EU
groups.
When do the requirements apply?

Years ended 31 December 2018 onwards

How many companies will need
to comply with the requirements?
Scope of the requirements

11,600
•
•
•
•
•

Assurance

Environmental protection
Social responsibility and treatment of
employees
Human rights
Anti-corruption and bribery
Diversity on company boards

Not required

• Years ending 31 December 2023 onwards
• Listed SMEs: 31 December 2026 onwards
49,000
NFRD requirements plus:
• Disclosure of information about intangibles
(including social, human and intellectual capital)
• Additional forward looking information
• Reporting that is consistent with the Sustainable
Finance Disclosure Regulation and the EU Taxonomy
• Double materiality concept, which expands the
consideration of sustainability beyond an entity’s
capital market value, to include the entity’s wider
effects on society and the environment
Mandatory
• Initially limited assurance, to be expanded to
reasonable (audit) assurance in future.
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APRIL 2022 – THE CURRENT STATE OF PLAY
The European Commission’s proposal were subject to public comment. In addition, as noted above and as part of the European Union’s policy setting
process, both the European Council (representatives from each Member State) and the European Parliament have provided their comments. The current
position is that the Trilogue discussions are in progress, which involves both the Council and the Parliament putting forward their proposed amendments to
the CSRD, which are then subject to discussion and compromise.
So what have the Council and Parliament proposed? A summary of some of the key points is set out below. The most significant areas include:
•

the scope of the CSRD, which may be extended to cover additional entities

•

the effective date which will be later than the original proposal of 2023 calendar year ends, and will be from 2024 onwards depending on the size
and nature of the reporting entity

•

specified requirements for a provider of assurance services over sustainability information, plus (from the European Parliament) a proposal that
the statutory auditor would be prohibited from providing assurance services over sustainability information.

Requirement

Original proposals

Scope

Listed companies
All large companies, defined as
those meeting two out of the
following three criteria:
•
•
•

More than 250 employees
More than EUR 40m turnover
More than EUR 20m total
assets

This includes all companies,
including subsidiaries of non-EU
groups.

European Council proposed
amendments
Exemption for EU subsidiaries of non-EU
parent companies, subject to the nonEU parent preparing a consolidated
sustainability report which is in
accordance with EU requirements and
is subject to limited assurance.

European Parliament proposed
amendments
Exemption for EU subsidiaries of non-EU
parent companies, but only if the
parent discloses sustainability
information that is provided
individually for each consolidated
entity.
Requirements apply to non-EU
companies that sell goods or services in
the EU.
SMEs are not required to prepare a
sustainability report, but high risk
sectors might be brought in scope later
(following a European Commission
review in 2026)
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Requirement

Original proposals

Effective date

Years ending 31 December 2023 year
ends onwards
Listed SMEs: 31 December 2026 year
ends onwards

European Council proposed
amendments
Large Public Interest Entities that have
more than 500 employees:
31 December 2024 year ends onwards

European Parliament proposed
amendments
All large companies, defined as those
meeting two out of the following three
criteria:

All large companies, defined as those
meeting two out of the following three
criteria:

• More than 250 employees
• More than EUR 40m turnover
• More than EUR 20m total assets
31 December 2024 year ends onwards

• More than 250 employees
• More than EUR 40m turnover
• More than EUR 20m total assets
31 December 2025 year ends onwards
Listed SMEs, small and non-complex
institutions, and captive reinsurance
and insurance undertakings
31 December 2026 year ends onwards
Sustainability Reporting
Standards

SMEs which use simplified SME
standards
31 December 2026 year ends onwards
Possible extension of scope to SMEs in
high risk sectors. European Commission
to report to the European Parliament
and EU Council by 31 December 2026.

European Sustainability Reporting
Standards (ESRS) to be developed by
EFRAG.
Adoption by the European
Commission by delegated act
provided there is no objection from
the EU Council (2 month period) and
the European Parliament (a further
two month period after the EU
Council’s 2 months)
Before the adoption of ESRS, a
requirement to consult with the
Member State Expert Group on
Sustainable Finance and a number of
EU organisations. An opinion to be
obtained from ESMA within 2
months.

Delegated power to the European
Commission for a period of 4 years
(renewable).

Before the adoption of ESRSs, the
European Commission would be
required to consult the Accounting
Regulatory Committee and obtain an
opinion from the European Banking
Authority (EBA) and the European
Insurance and Occupational Pensions
Authority (EIOPA).
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Requirement

Original proposals

Sustainability Reporting
Standards (continued)

First set of standards to be prepared
by 31 October 2022, with a second
set by 31 October 2023.

External assurance

European Council proposed
amendments

Take into consideration the work of
global sustainability standard
setters, and existing standards and
frameworks.

Add text to require consideration ‘to
the greatest extent possible’

Review the standards every 3 years
to take account of international
developments.

European Commission to consult, on an
annual basis, the Member State Expert
Group on Sustainable Finance and the
Accounting Regulatory Committee, on
EFRAG’s work.

Limited assurance required

Limited assurance required initially,
with a move to reasonable assurance
when the European Commission adopts
an assurance standard (to be not more
than 6 years after the effective date of
the CSRD).

If the statutory auditor provides
assurance over sustainability
information, the related assurance
report is required to be included in
the audit report.

If the statutory auditor provides
assurance over sustainability
information, there is a Member State
option to require the sustainability
assurance report to be in a separate
section of the audit report.
If assurance over sustainability
information is provided by an audit
firm, designation of a key sustainability
partner with appropriate skills and
resources is required.

European Parliament proposed
amendments

Statutory auditor and any firm in the
same audit network are prohibited from
providing assurance services over the
entity’s sustainability information.
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Requirement

Original proposals

External assurance
(continued)

Member State option to permit
assurance over sustainability
information to be provided by an
assurance services provider that is
not the statutory auditor or an audit
firm. Conditions include:
• The assurance service
provider must be subject to
similar independence and
other requirements as
financial statement
auditors; and
• The sustainability assurance
report must be published at
the same time as the audit
report.
National assurance standards apply.
The European Commission can
develop EU assurance standards in
future.

European Council proposed
amendments
An assurance services provider that is
not the statutory auditor or an audit
firm is required to comply with
requirements that are equivalent to
those set out in the Audit Directive
(e.g. ethics, independence, training,
continuing professional education,
quality assurance)
Independence of an assurance services
provider that is not the statutory
auditor to be monitored by the audit
committee (this can be assigned to
another committee).

European Parliament proposed
amendments
An assurance services provider that is
not the statutory auditor or an audit
firm is required to comply with
requirements that are equivalent to
those set out in the Audit Directive
(e.g. ethics, independence, training,
continuing professional education,
quality assurance), provided that in
addition those requirements result in
the same level of quality of assurance
of sustainability information.

European Commission to adopt
assurance standards for limited
assurance by 1 October 2023, and for
reasonable assurance by 1 January
2026.
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This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The publication
cannot be relied upon to cover specific situations and you should not act, or refrain from acting, upon the information contained therein without
obtaining specific professional advice. Neither BDO IFR Advisory Limited, and/or any other entity of BDO network, nor their respective partners,
employees and/or agents accept or assume any liability or duty of care for any loss arising from any action taken or not taken by anyone in reliance on
the information in this publication or for any decision based on it.
The BDO network (referred to as the ‘BDO network’ or the ‘Network’) is an international network of independent public accounting, tax and advisory
firms which are members of BDO International Limited and perform professional services under the name and style of BDO (hereafter ‘BDO member
firms’). BDO International Limited is a UK company limited by guarantee. It is the governing entity of the BDO network.
Service provision within the BDO network in connection with corporate reporting and IFRS Accounting Standards (comprising International Financial
Reporting Standards, International Accounting Standards, and Interpretations developed by the IFRS Interpretations Committee and the former Standing
Interpretations Committee), and other documents, as issued by the International Accounting Standards Board and IFRS Sustainability Disclosure
Standards as issued by the International Sustainability Standards Board, is provided by BDO IFR Advisory Limited, a UK registered company limited by
guarantee. Service provision within the BDO network is coordinated by Brussels Worldwide Services BV, a limited liability company incorporated in
Belgium.
Each of BDO International Limited, Brussels Worldwide Services BV, BDO IFR Advisory Limited and the BDO member firms is a separate legal entity and
has no liability for another entity’s acts or omissions. Nothing in the arrangements or rules of the BDO network shall constitute or imply an agency
relationship or a partnership between BDO International Limited, Brussels Worldwide Services BV, BDO IFR Advisory Limited and/or the BDO member
firms. Neither BDO International Limited nor any other central entities of the BDO network provide services to clients.
BDO is the brand name for the BDO network and for each of the BDO member firms.
© 2022 BDO IFR Advisory Limited, a UK registered company limited by guarantee. All rights reserved.

