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Dear…..

We are writing to you in view of the trilogue negotiations on the Corporate Sustainability Reporting Directive (CSRD). 

Business is fully aware of the needs and expectations of stakeholders for more transparency and communication on business activities and impacts. Appropriate, proportionate and workable reporting frameworks support this. The new rules must avoid placing excessive or unnecessary costs and administrative burdens on companies. This includes ensuring alignment with reporting requirements in other EU legislation, also bearing in mind that those companies covered by the CSRD will also have to comply with the taxonomy regulation. The final text also needs to provide adequate flexibility to companies to tailor reporting to their specific situation and stakeholders to ensure that reporting is meaningful. 
Please find below our views on the main issues at stake:
1. Scope and timing

We support the Council’s general approach for a gradual implementation of the provisions according to the size and type of company and the extension of the deadlines for transposition by member states and implementation by companies. This should be combined with the approach of the European Parliament to only consider increasing the scope to SMEs as part of the review clause (report due in 2026), but already providing them with voluntary standards. This is important to allow companies, according to their experience with reporting, adequate time to prepare and adapt to implement the new rules. 

It is also essential that there is more time for developing the standards. The Council’s general approach, setting a deadline of 31 October 2022 for the adoption of the delegated acts including the general standards by the commission, is too ambitious. This will not leave enough time for the development of quality and reasonable standards, nor for a robust process of gathering input from stakeholders. We therefore agree with the European Parliament’s proposed deadline of 30 April 2023 for the Commission adoption of the delegated acts with the first set of standards. Whilst we also appreciate the proposal of the European Parliament to give companies 6 months to implement the provisions in the delegated acts, as this gives them more time, this is still not sufficient and should be extended to 12 months. 

We strongly disagree with the proposal of the European Parliament to extend the scope of the directive to companies headquartered in third countries providing services/goods in internal market. Whilst we see the importance of a level playing field, the broad inclusion of all companies which are not even established in the EU goes too far and could cause further disruptions in international trade at a moment when the economy needs to get going again. The best way to avoid EU companies being put at a competitive disadvantage, is to ensure that the rules are proportionate and workable, and to not place excessive burdens on them. 

Also, we do not agree that reporting by parent undertakings established outside the EU should only be deemed compliant with the EU reporting rules if it is based on the existence of legally binding rules equivalent to the CSRD in the third country. To facilitate meaningful consolidated reporting at group level by companies in third countries, the equivalence principle should also allow reporting in line with relevant national and international reporting standards/frameworks, including voluntary ones, in particular where there are no binding rules on reporting. 

It is absolutely essential to retain the exemption for subsidiaries where there is reporting at group level, both for undertakings and parent undertakings. This should apply to companies headquartered inside and outside the EU. We are deeply concerned that the European Parliament deleted this. The council must stick to its line in retaining it. Without this exemption, the directive will create excessive additional reporting burdens and costs. Subsidiaries do not always have the competences or experience of producing a sustainability report, which is usually done at group level. This would therefore likely require training/hiring dedicated teams for the task. In any case, this would be without any added value to reporting, as group level reporting for the items included in the directive is much more meaningful. For example, CO2 emissions do not stop at borders, therefore counting at group level has more value. 
Also, group level reporting regarding business model, business strategies, impact along the value/supply chain is much more relevant, and subsidiaries are often not able to report on these aspects. Finally, investors generally look at consolidated data. 
Whilst we support the fact that the European Parliament did not create a reporting obligation specifically for companies in certain sectors, it is therefore unclear why the directive should highlight certain sectors as ‘high-risk’. Naming sectors in a delegated act and in the standards is likely to impact sectorial legislation by de facto setting priority areas, as well as unduly include businesses which are not necessarily high risk and label them as not sustainable. Therefore, we don’t see the necessity or rationale for including this. 
We support the European Parliament’s deletion of the requirement for a certified translation of the report in the case of consolidated reporting, as this is disproportionate, however, to be consistent, it should also be deleted in article 19a.
2. Content of reporting

We are strongly against the additional detail proposed by the European Parliament regarding what companies have to report on and what should be included in the standards. The level of detail is excessive, disproportionately expanding and complicating the reporting provisions without added value. This is particularly concerning on environmental aspects, with a new obligation to develop and report on transition plans now specifically mentioned and additional requirements on coal, oil, gas and biodiversity. Additional reporting on social aspects is also a strong concern, especially given different national approaches in particular on industrial relations and collective bargaining. We therefore call on policy makers to stick to the Council’s general approach, which is much more reasonable and proportionate, bearing in mind that the requirements are already overly detailed. Preferably, the reporting on intangibles should not be obligatory. Even with the new definition proposed by the European Parliament and Council, this will be overly complex for companies.

Notwithstanding our views regarding the scope, we support the proposal in the Council’s general approach for reduced reporting requirements for SMEs. Whenever they are included in the scope of the directive, these should be applied. 

Whilst the Council proposes that the report can be in a separate section of the management report, we still believe there should be a possibility to report completely separately to the management report (as in the current NFRD) or for integrated reporting – this choice should be left to each company, to allow for different approaches adapted to individual companies’ needs and those of their stakeholders.

Whilst we agree that it is important that workers’ and/or their representatives are informed about and involved to a certain extent in the sustainability reporting exercise in accordance with applicable EU and national legislation and practice, it is not appropriate for them to take part in the design of the reporting system as this is the management’s prerogative.
We support that the possibility to omit information in the course of negotiation is retained by the European Parliament and Council. This is an important flexibility and safeguard for companies.

We also support the proposal by Council that for the first three years of application of the Directive, if not all the necessary information about the business relationships and the supply chain is available, the undertaking shall include the information in its possession and a statement indicating that the business relationships and the undertakings in its value chain did not make the necessary information available. This is an important flexibility for companies, many of which have very complex supply/value chains and may not be able to get all the necessary information. 

3. Assurance

We do not support the proposal by the European Parliament to make it incompatible for an auditing firm to audit both the financial management report and the sustainability report. Companies need flexibility in choosing the best assurance providers for them and they should not be restricted in this respect. For those companies already doing integrated reporting, having the same firm auditing the financial and sustainability information is logical, helps create synergies and ensures an assurance on interdependencies (e.g. EU taxonomy reporting requirement in sales, CapEx and OpEx shares). It also avoids disagreements and potential liability issues regarding the overall reporting, which could arise if done by two separate firms. For the many companies which are not yet at the stage of integrated reporting, having the option of the same or different firms auditing/assuring the financial and sustainability report is important. Therefore, the possibility to use either different or the same market operators (as in the Commission’s proposal and Council general approach), allows companies to base their decision on current practices and what works best for them. It also allows them to choose the most cost-effective, efficient and least complex option. This approach will also encourage all parts of the audit/assurance profession to invest in building up capacity and skills to effectively conduct auditing/assurance of sustainability reports. 

We do not agree that a conflict of interest is likely to arise when a firm audits/assures both the financial and sustainability information, given all the other regulatory requirements that cover auditors, in particular the specific rule that they should remain strictly independent and free from conflicts of interest. This is clearly included in the proposed CSRD, in its application of large parts of the Audit directive (2006/43/EC). Therefore, this specific incompatibility clause is simply not necessary. 
We also have concerns about the automatic move from limited to reasonable assurance later in the implementation of the directive, which will increase costs and burdens for business. If such a move is made, at the very least, reasonable assurance should be limited to the most important topics relevant for the company’s strategic direction and related KPIs it defines. For others, limited assurance should be retained in the future.
*****

We encourage you to take these points into account during the trilogue negotiations, to ensure that the final deal is proportionate and workable for companies and leads to quality reporting.

Kind regards,

AV. DE CORTENBERGH 168  
BUSINESSEUROPE a.i.s.b.l.
TEL +32(0)2 237 65 11
BE-1000 BRUSSELS

FAX +32(0)2 231 14 45

BELGIUM
WWW.BUSINESSEUROPE.EU
E-MAIL: main@businesseurope.eu
VAT BE 863 418 279
Follow us on Twitter @BUSINESSEUROPE
EU Transparency register 3978240953-79

2

[image: image1.png][image: image2.png]