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NFRD' CSRD?

Corporate Sustainability Reporting Directive
D D 4
* Free choice of sustainability reporting frameworks, 12 new binding European Sustainability

standards (e.g., GRI, SASB), and non-financial KPls Lower scoping bar Reporting Standards (ESRS) with up to 120

» Free choice of reporting location (i.e., reportingin mandatory non-financial KPIs and additional
management report OR as separatereport qualitative disclosures

* No assurance requirements, only requirement is that * Reporting as part of the managementreport
auditor checks whether non-financial information hasbeen » Mandatory limited assurance required, with intentto
provided (voluntary audit possible) mandatory reasonable assurance at a laterstage

+ Financial materiality defines reporting content, no * Mandatory double materiality assessment (financial
mandatory double materiality assessment materiality + impact materiality)

Non-Financial Reporting Directive

Meeting at least two of the following
* > 250 employees

e >€40M in netturnover
 >€20M in total assets
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Presenter Notes
Presentation Notes
Other key points:

The UK Transition Plan Taskforce (TPT) was launched in April 2022 to develop a gold standard framework for transition plans. This week, the TPT released their first set of draft publications:
a transition plan disclosure framework
an interpretative guidance which complements the framework
a technical annex mapping the disclosure framework to the Task Force on Climate-Related Financial Disclosures (TCFD) and the International Sustainability Standards Board’s (ISSB) Proposed IFRS S2 Exposure Draft and summarizing the additional disclosure requirements.

Loss and damage - Loss and damage refers to the irreversible economic and non-economic costs of both extreme weather events such as hurricanes, heatwaves, drought and wildfires, and slow onset climate disasters such as sea-level rise and melting glaciers

Global South will need almost €2 trillion a year by 2030 to finance climate action: Developing countries will need €1.98 trillion per year to cope with climate breakdown by 2030, a new report warns.


World Leaders Launch Forests and Climate Leaders’ Partnership at COP27 - GOV.UK (www.gov.uk) - More than 25 countries have launched group called Forest and Climate Leaders Partnership – to accountability to end deforestation. New funding and Germany has pledged to double its spending on forest preservation US has launched nature-based solutions roadmap 
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Other key points:
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Whis in scope fOISRE®?

Large EU PIEs / Third country issuers in EU

Other large EU companies

Certain listed EU SMEs

Ultimate non-EU parent

@ Accounting Directive

Transparency Directive

KPMG

FY24

Reportjng
in 2025

()::

FY25

Reporting
in 2026

FY26

Reporting
in 2027

FY27

Reporting
in 2028

Option to opt out for two years

FY28

Reporting
in 2029

FY29

Reporting
in 2030

FY 2025: EU entities meeting at least two of the following: > 250 employees, > €40M in net turnover, > €20M in total assets,
referred to as “general scoping requirements’
FY 2026-2028: Certain listed EU SMEs (option to opt out until FY29, effective date of FY28) and small and non-complex credit

institutions and captive insurers. Meeting at least two of the following: > 10 employees ,>€700,000 net turnover,> €350,000 in total
assets
FY 2028: Non-EU parent companies with €150m in EU for last 2 consecutive years and 1 sub. meeting general requirements or 1
branch (in general, a physical presence) that generated net turnover greater than €40M in the preceding year

KPMG
Sustainable
Futures

FY 2024: EU PIE with > 500 employees and > €40M in net turnover or > €20M in total assets. Third country issuers in EU regulated
market.

| 66


Presenter Notes
Presentation Notes
ESRSs will apply for years beginning on or after 1 January 2024 (reporting in 2025). Phased introduction will start with public interest entities (PIEs) and companies with listed securities on EU-regulated markets which are large and have more than 500 employees (e.g. those already subject to reporting requirements under the NFRD).
Large companies are those that, on the balance sheet date, exceed two of the following three criteria (including EU and non-EU subsidiaries): 250 employees, net revenue of EUR 40m or total assets of EUR 20m.
Listed SMEs and non eu parent entities come in at a later date and Separate standards will be developed for SMEs and non-EU parent companies. 
Third country issuers in EU regulated markets is a reference to the Transparency Directive (TD) - the significance of the TD amendment is that it brings "issuers" into within scope of the CSRD, subject to meeting the usual scoping requirements.  Example: a US company that is listed on an EU regulated market, but doesn’t meet the other thresholds for reporting (i.e. Turnover, balance sheet, employees) and is there not required to file in 2024 (but may be required to file in 2025 or 2026, depending on its metrics)



How ready are Irish Corporates?

KPMG

Only 4% 54%

obtain any external assurance over their of companies did not report targets set on any

sustainability-related indicators material topics

54%

either did not publish any sustainability-

50%

related information within the annual report of companies do not clearly describe the role
or reported this information in a separate of thE‘_ t":'?f.d and management in relation to
sustainability report sustainability
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Presenter Notes
Presentation Notes
Challenges
Every client we work with is experience some range of challenges as they work through their csrd compliance roadmap no matter what the sophistication or size of the business.

In terms of employees and workforce, this introduces new concepts of reporting and tech aspects and there will be a need to re educate or upskill people in ESG reporting or hiring additional resources . People need to understand the concepts which can take time.
understanding and completing a DM assessment is a challenge – again this requires education and time to complete the assessment that is essential to put time in as this will ultimately require assurance
There are challenges across controls, processes and reporting boundaries to make sure the right data is being gathered across the business internal documentation of these to ensure correct data is being gathered
Data integrity - challenge for all org - immature architecture and info in making sure data is correct and complete.
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Roadmap3&RIdmpliarstepoalignment

1. Double Materiality Assessment 2. Gap-Analysis
= Assessmentof current degree of fulfillment of reportable

Sub-Sub topics

= |dentifying material and therefore reportable
Sub-Sub topics

3. Remediating gaps
4. Governance Structures » Taking stepsto close reporting gaps
= Need to decide on appropriate governance structure internally for
how ESG information will be measured, managed and reported

5. Don’t operate in silos

= Understand which parts of the
business will need to be involved in
formulating policies, targets, action
plans and resources

6. Data Collection of Reportable KPIs 7. Reporting-Readiness
= Preparing for disclosure of quantitativeperformance-driven = Dry run of reporting and undertaking
KPIs as well as qualitativealignment assurance readiness
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Presenter Notes
Presentation Notes
In terms of where to start with this – it can be overwhelming but broken down into key phases and steps can help.
We are working with clients in various different industries as the prepare for CSRD compliance and working through key steps. These include  
Step 1 and 2 here focus on completing a Double Materiality assessment and gap analysis. These two piece of work can be completed in tandem and this is where a business determines which of the standards and topics are material for a business under the DM assessment. Next step is to then compare what a business is currently reporting or information that they have available to reporting against the ESRS standards to determine what gaps they have been current reporting available and the requirements of the ESRS standards. As we outlined the scope and breath of the requirements is a lot higher than what clients have been used to.
These two engagements allow us to work through the next few steps with clients to put in place a roadmap on remediating gaps and putting in place governance structures to prepare for assurance. This involves putting transition plans in place, new processes and controls and new methods of data gathering to prepare bringing the whole business on board with the change.

The final step on the path is completing a dry run assurance engagement in advance of a companies required reporting timeline. We have clients at the moment that we are working with by putting in place timeline for assurance readiness engagements – this may be looking at a cohort of KPIs to ensure that this is considered and tested before csrd reporting requirements are in place. As the requirements are complex, it is important to have time for a readiness assessment in advance of reporting requirements being in place to rectify any issues before formal assurance is required.

I appreciate a lot of you here today are at the start of this journey and taking a phased approach split out into key steps helps clients take one step at a time
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CC Mitigation Pollution of water

Energy use Pollution of soil
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Collective bargaining
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Equal treatment &
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rights

Child labour
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Responsible
marketing


Presenter Notes
Presentation Notes
FMPs - SFDR came into force in March 2021. It introduced mandatory sustainability disclosures for EU based financial market participants offering product in the EU market

Signpost to DNSH  
The scope of the EU SFDR is relatively broad, applying to all financial market participants and financial advisers based in the EU, as well as investment managers or advisers based outside of the EU, who market (or intend to market) their products to clients in the EU under Article 42 of the Alternative Investment Fund Managers Directive (EU AIFMD).


What challenges havaceaiities OCo Hi

Identification and documentation
ofnewrocesses

Douliléateriality
Desigeastablishnodént

appropriate and eff;
controls

Operational and
ReportBgundaries
(Group vs Subsidiary

Training, Skill Considerations)

8Expertise
Data Integrity
Errors

*Challenges are not in order of difficulty
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Take Aways @ Sustana

* Don’t underestimate the challenge of reporting under CSRD
= Prepare early — don’t wait until disclose is mandatory

= Use it as an opportunity to reduce risk and identify opportunity, and to
engage with your stakeholders

= Establish clear, appropriate ownership of CSRD within the organisation
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