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Regulatory interplay in Europe

Companies

Taxonomy-aligned
turnover,
capex,
opex

Information on
environmental, social
and governance issues

EU Taxonomy
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Products that may
partially pursue
“sustainable
investment”

Products with
“sustainable
investment” objective
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Introduction to EU Sustainability Reporting Standards (ESRS)

Cross-cutting
standards

ESRS 1
General requirements

ESRS 2*
General disclosures

Environmental
standards

ESRS E1
Climate change

ESRS E2
Pollution

ESRS E3
—® Water and marine
resources

ESRS EY4
Biodiversity and
ecosystems

ESRS E5

circular economy

Resources use and

Social
standards

ESRS S1
Own workforce

ESRS S2
Workers in the
value chain

ESRS S3
Affected communities

ESRS S4
Consumers and
end-users

* Regardless of materiality assessment results, CSRD requires disclosures against this topic
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Governance
standards

ESRS G1
Business conduct
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Member states are in the process of transposing CSRD into
national law

Might be transposed into national

CSRD = EU law differently

Directive —r —
Becomes binding for companies in

that local jurisdiction




Why is the CSRD relevant to my UK business?

Over 50,000 companies in the EU

Around 10,000 owned by
Non-EU Groups

Around 1,200 are
UK Groups



When does CSRD first apply?

It depends on how you fall into scope of CSRD...

FY 2024
(Phase 1)

Large EU PIE’s

Large PIE’s ie subject to
current NFRD
requirements

Non-EU companies with
securities listed on an EU
regulated market, which
are large undertakings,
and > 500 employees

© 2024 Grant Thornton UK LLP

FY 2025
(Phase 2)

Other large EU
entities/parents

Undertakings or parents (when consolidated)
are large when at least 2 out of 3 are met:
>E25M total assets
>EBOM net revenues
>250 employees

Non-EU companies with securities listed on an
EU regulated market, which are large
undertakings

FY 2026* (Phase
)

Listed SME’s

Listed EU SMEs

Small and non-complex
institutions and captive
insurance undertakings

Non-EU companies with

securities listed on an EU

regulated market which
are SMEs

* Two-year opt out option
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FY 2028
(Phase 4)

Ultimate non-EU
parents

Non-EU companies which
derive net turnover of >€150M
in the EU for each of last two
consecutive financial years
and have at least one of:

One entity in group in scope of
CSRD

An EU branch generating net
turnover >€40M in the EU



Key things to watch out for...

Intermediate
Listed debt/equity holding companies
in Europe incorporated in
Europe

Net turnover in
Europe over €150m

Bottom-up
assessment

Group
reorganisations
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Exemptions which may be available to you A

Group exemption

Artificial consolidation
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The parent will need to voluntarily make available group-level
sustainability reporting per full ESRS

Subsidiary will need to make certain disclosures such as a link to the
Group report and assurance opinion

Not available to all eg large listed entities

Prepare an “artificially” consolidated sustainability report (similar to
combined financial statements) that includes only those subsidiaries that
fall under the general scoping

Filed by EU subsidiary that generated the greatest turnover in at least
one of the preceding 5 years

Available until 2030

Not available to all eg large listed entities



Weighing up the best way for your group to report &

. : “Artificial
Entity-level Consolidated consolidation”

EU (sub)group (Art 29a) or
(Art 19q) Global consolidation (Art 40a) (Art 48i)




Bringing this to life with an example

Ultimate Parent A (UK)
Group turnover: €988m (PY: €960m)
Group employees: 1,200 (PY:1,300) .
Group assets €1,988m (PY: €1,960m)

w Parent B (Europe)
Entity turnover: €8m (PY: €56m)
Employees 80 (PY:31)
Total assets €98m (PY: €88m)

Company C (Europe)
Turnover €200m (PY: €230m)

Employees 620 (PY: 623)
Total assets €720m (PY: €700m)

Company D (Europe)

Company E (Canada)

Turnover €58m (PY: £56m) Turnover €28m (PY: €26m)

Employees 280 (PY:310)
Total assets €18m (PY: €20m)

Employees 28 (PY:30) total
Total assets €88m (PY: €60m)

*All entities are not listed entities or PIE’s

** Consolidated revenue generated in the EU exceeds €150 million for each of the last 2 years
\/ Entity would fall in scope of CSRD in 2025

V Entity would fall in scope of CSRD in 2028
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Commercial in Confidence

Potential reporting options:

Entity-level reports: Company C and
Parent B (consolidated)

One artificially consolidated report:
Company C (filer) and Parent B
(consolidated)

One consolidated report by ultimate
Parent A: Consolidated global report



Documenting your scoping considerations

Judgements and

. Exemptions
assumptions

Scoping evaluation

Company-specific

formation Reporting decision




2 Alignment of the CSRD
to UK regulations
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UK sustainability reporting landscape

N\

‘ SECR
\

‘ TCFD / CFD

‘ SSB
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The alignment to the UK landscape

4 key pillars:
Governance,
Annual reports Strategy, Risk
Management,
Metrics and Targets

Moving beyond
climate

Connectivity with
financial
statements

Sector specific
standards




The key differences...

Definition of

Assurance Topical standards . 1o
materiality




3 Demuystifying double
materiality and creating
strategic opportunities
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What is the 'double materiality' principle?

ESRS and CSRD introduce the concept of double materiality.
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Financial statements

Sustainability related financial disclosures

Disclosures with a multi-stakeholder focus

A sustainability matter is material if it triggers material
financial effects — risks or opportunities (outside-in)

Similar with assessment for financial statements on
material financial matters to be disclosed

Likelihood of occurrence and the potential magnitude of
their financial effects in the short-, medium- and long-
term

Financial materiality

Impact materiality

Actual or potential positive or negative impacts on people
or the environment over the short-, medium- and long-
term horizons (inside-out)

This includes impacts linked to own operations, product,
services or through business relationships (including value
chain)

Severity (scale, scope and irremediable character of the
impact) and, for potential impacts, also likelihood

Commercial in Confidence
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Double Materiality Assessment

Conduct a gap assessment

) Engage with internal and Assess the financial materiality between the disclosures
Map your value chain external stakeholders to gather of risks and opportunities on you are required to report
and key stakeholders insights and validate research your business on versus your current state
Research potential Impacts, Assess the materiality of Board validation
Risks and Opportunities (IROs) impacts on people and planet and approval

in your value chain

© 2024 Grant Thornton UK LLP | 21
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Strategic opportunities

Business resilience and cost

Maximising stakeholder

Focus and prioritisation for
engagement

sustainability strategy optimisation

© 2024 Grant Thornton UK LLP | 22



4 CSRD assurance
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Four components of CSRD assurance

EU Dlfelile]
TCIXOI'\OITIU qugmg




5 Practicadl
implementation steps
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Typical CSRD implementation steps

Start EU
Taxonomy
eligibility
assessment

ESRS / EU
Taxonomy
Gap
Analysis

Determine Assess
reporting governance
level structures
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Commercial in Confidence

Draft
Assurance report /
readiness collect

data

Build and Report

execute detailed
implementation a nd

roadmap assurance

Ideally companies
should be at this point
before the start of their

first reporting period



7 QG&EA
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© 2024 Grant Thornton. All rights reserved.

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to one or
more member firms, as the context requires. Grant Thornton International Ltd (GTIL) and the member firms are not a worldwide partnership. GTIL and each member firm
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