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1.1 Sustainability in the Context 

of EU Regulation

• Objectives of the sustainable EU regulations:

– Better data from companies about sustainability risks they are exposed to

– Making companies more accountable for and transparent about their impact on environment and people

– Creating opportunities

– Increasing transparency for investors when considering sustainable financial investments (ESG preference); 

ensure that all relevant information is available, reliable and comparable

– Combatting greenwashing

– Encouraging capital flow into areas that promote the UN's Sustainable Development Goals and addressing the financial 

risks of climate change

– Taking sustainability into consideration with regard to the risk management of financial market participants

– Promoting trust and integrity in the developing sustainable finance industry



4

1.2  Overview of selected EU Regulations

• In March 2018 the EU published a comprehensive Action Plan on the Financing of Sustainable Growth

(COM/2018/097 final) which laid out a master plan to be implemented by a variety of individual regulatory measures:

• Level 2 measures under SFDR are currently being finalised

• „Fit for 55“ package aims to amend EU legislation and policy to ensure that the EU is able to meet its new climate 

targets by 2050

1   Exact timing currently uncertain

August 2021: 

MiFID II Amendment

Del.Reg. 2021/1253 
amending  

Del.Reg. 2017/565

applies from 2 August 2022

March 2018: 

Action Plan on the 

Financing of Sustainable 

Growth

November 2019:

Sustainable Finance 

Disclosure Regulation 

(SFDR)

Reg. (EU) 2019/2088

phased in from 10 March 2021

November 2019:

Low Carbon Benchmark 

Regulation 

Reg. (EU) 2019/2089

entered into force on 30 

April 2020

June 2020:

Taxonomy Regulation 

Publication of Reg. (EU) 

2020/852

entered into force on 12 July 

2020

December 2019: 

Taxonomy Regulation 

political agreement between 

Council and Parliament

July 2021:

EU Green Bond Standard

Proposal by European 

Commission

enters into force not before 

January 2023

EU Ecolabel

amending the EU Ecolabel to 

include retail financial 

products

Commissions Decision 

expected for 2022

April 2021: 

Corporate Sustainability 

Reporting Directive (CSRD)1

Proposal by European Commission

Agreement of EU Parl. and Council: 

expected for first half of 2022

October 2021:

CRR Amendment

Proposal for a Reg. 
amending Reg. (EU) 575/2013 

Publication expected for 2023 

at the earliest

August 2021: 

MiFID II Amendment

Del. Directive 2021/1269 
amending Del. Directive 2017/593

applies from 22 November 

2022
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Renewed Strategy for Financing the Transition to a Sustainable Economy, published in July 2021 

(COM(2021) 390 final)

Financing the 

Transition

Financial Sector 

Resilience and 

Contribution

Inclusiveness Global Ambition

1.3 Overview of EU Sustainable Finance  

Strategy

Disclosure and 

Transparency

(SFDR, CSRD, MIFID II)

Tools

(EU-GBS, Benchmark-Reg, 

Eco-Label)

Taxonomy Regulation

Lenders / Investors

Actions

Basis
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Glossary:

• NFRD = Non-Financial Reporting Directive (Directive 2014/95/EU)

• CSRD = Corporate Sustainability Reporting Directive (Proposal COM(2021) 189 final)

• SFDR = Sustainable Finance Disclosure Regulation (Regulation (EU) 2019/2088)

• BMR = Benchmark Regulation (Regulation (EU) 2016/1011)

• CRA = Credit Rating Agencies Regulation (Reg. (EU) No 462/2013)

Benchmark 

Providers
Low-Carbon Benchmark 

Regulation (BMR)

Credit Rating 

Agencies*
ESMA Guidelines

(CRA Regulation)

Asset Owners (End-Investors)

In-scope reporting Non-financial 

Companies and Financial Institutions
NFRD/CSRD

Taxonomy Regulation

Financial Market Participants & 

Financial Advisors
SFDR

Taxonomy Regulation

1.4 The Major Regulatory Pillars 

for Data Flows

* Reported data will also be required for ESG ratings. It is unclear whether and to what extent the EU will envisage a regulation for ESG ratings.
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Financial 

product  

reporting

Sustainable Finance Disclosure 

Regulation (EU) 2019/2088 

(SFDR)

Draft Regulatory Technical 

Standards developed by ESAs

Non-financial 

reporting                    

Non-Financial Reporting 

Directive 2014/95/EU (NFRD)

Proposal for a Corporate 

Sustainability Reporting 

Directive (CSRD)

+ 

Article 8 Taxonomy Regulation

CRR II (pillar 3) 

reporting*

Capital Requirements Regulation 

(CRR) II (EU) 2019/876

Art. 449a CRR

Draft Implementing Standards

on prudential disclosures on ESG 

risks in accordance with 

Art. 449a CRR

1.5 ESG Disclosure Requirements –

Overview

*only applies for large institutions with traded securities in EU official 

markets
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2. Overview of the SFDR

• Sustainable Finance Disclosure Regulation (SFDR) ((EU) 2019/2088) 

– The objective is to channel private investment towards sustainable investing while preventing 'greenwashing‘

– The regulation started to be phased in on 10 March 2021; regulatory reporting under Art. 11 commences on 1 January 2022

– The European Supervisory Authorities (ESAs) have developed through the Joint Committee (JC) draft Regulatory Technical 

Standards (SFDR RTS), which provide for 

• (i) details on the PAI Statement on the financial market participants’ or advisors’ website and 

• (ii) pre-contractual and periodic disclosure templates, including on sustainability indicators, asset allocation and the „extent“ of EU 

Taxonomy alignment by way of a KPI

– The SFDR RTS will not enter into force before 1 January 2023

– Who? 

• Financial market participants = defined as investment firms, including asset managers which offer portfolio management services,

pension providers and insurance-based investors, as well as qualifying venture capital and social entrepreneurship activities

• Financial advisers

– What? Sustainability-related information with respect to financial products (product level and entity level disclosure)

– Where? Websites, pre-contractual disclosures, reports
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3.1 The Non-Financial Reporting Directive (NFRD) –

Scope

• So far, Directive 2014/95/EU – also called the Non-Financial Reporting Directive (NFRD) – applies and lays 

down the rules on disclosure of non-financial and diversity information by certain large companies

• This directive amends the Accounting Directive 2013/34/EU 

• EU rules on non-financial reporting currently apply to large public-interest companies with more than 

500 employees. This covers approximately 11 700 large companies and groups across the EU, including

– listed companies

– banks

– insurance companies

– other companies designated by national authorities as public-interest entities

• ‘public-interest entities’ means undertakings within the scope of Article 1 and Annex I, II of NFRD

According to Art. 1(1), 2(1) and Annex I and II, the following types of undertakings are defined as public-interest 

companies in Germany:

– “die Aktiengesellschaft, die Kommanditgesellschaft auf Aktien, die Gesellschaft mit beschränkter Haftung“

– “die offene Handelsgesellschaft, die Kommanditgesellschaft”
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3.2 The Non-Financial Reporting Directive (NFRD) –

Obligations and National Implementation

• Under Directive 2014/95/EU, large companies have to publish information related to 

– environmental matters

– social matters and treatment of employees

– respect for human rights

– anti-corruption and bribery

– diversity on company boards (in terms of age, gender, educational and professional background)

• Germany had transposed the EU Directive NFRD into national law with the CSR Directive Implementation 

Act (CSR-RUG)

• In Germany, capital market-oriented corporations, insurance companies, credit institutions, limited 

partnerships and cooperatives are required to submit this report if they either have more than 500 

employees or meet two of three size criteria - 40 million euros in sales, 20 million euros in total assets, 

number of 250 employees

• The main provisions in this respect are sections 289b to e of the German Commercial Code (HGB)
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4. The Proposal for a Corporate 

Sustainability Reporting Directive (CSRD)

• In April 2021, it was decided to extend the scope of the NFRD to smaller companies as well and the proposal for the 

Corporate Sustainability Reporting Directive (CSRD) was issued: The CSRD

– Would amend the existing reporting requirements of the NFRD since the information companies report is not sufficient

– This proposal would ensure that companies report the information that investors and other financial market participants 

subject to the SFDR need

– Extends the scope to all large companies and all companies listed on regulated markets without the previous 500-employee 

threshold (except listed micro-enterprises)

– Requires the audit (assurance) of reported information

– Introduces more detailed reporting requirements, and a requirement to report according to mandatory EU sustainability 

reporting standards

• EU sustainability reporting standards need to be consistent with the ambition of the European Green Deal and with 

Europe's existing legal framework, the Sustainable Finance Disclosure Regulation and the Taxonomy Regulation

– SMEs will be allowed to report according to standards that are simpler than the standards that will apply for large companies

– Requires companies to digitally ‘tag’ the reported information, so it is machine readable and feeds into the European single 

access point envisaged in the capital markets union action plan

• In addition, the CSRD would amend the Transparency Directive 2004/109/EC to extend the scope of the sustainability 

reporting requirements to companies with securities listed on regulated markets, and to clarify the supervisory 

regime for sustainability reporting by these companies
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4.1 CSRD – Timetable

• The final timetable will depend on how the Parliament and Council progress in their negotiations

• If they reach agreement in the first half of 2022, then the Commission should be able to adopt the first set of 

reporting standards under the new legislation by the end of 2022

– That would mean that all in-scope “large” EU entities have to apply the standards for the first time to reports published in 

2024, covering financial year 2023

– All listed EU companies will be in scope from 2026

• On 24 February 2022, the European Council published its proposed amendments to the Corporate Sustainability 

Reporting Directive (CSRD)

– In particular, the timing of the current CSRD draft was criticized and a later, gradual introduction of the reporting obligations 

was proposed
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4.1 CSRD – Timetable –

European Council’s proposed amendments



14

4.1 CSRD – Timetable

First set of EU reporting 

standards

Until 31st 

October 2022

Until 31st 

October 2023

Further sets of EU 

reporting standards

First set of EU reporting 

standards for SMEs

As of 1st 

January 2024

Start of the CSRD-

Reporting obligation for 

large undertakings for 

financial year 2023

Start of the CSRD-

Reporting obligation for 

SMEs

As of 1st 

January 2026

From January 

2026

Review of standards at 

least every 3 years 
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4.2 Development of Reporting Standards

• The European Financial Reporting Advisory Group (EFRAG) is responsible for developing draft standards 

• The standards will be tailored to EU policies, while building on and contributing to international standardisation

initiatives

– Reporting standards would include indicators that correspond to the indicators contained in the SFDR

• Besides, the International Sustainability Standards Board (ISSB) published on 31 March 2022 proposals that build 

upon the recommendations of the Task Force on Climate-Related Financial Disclosures (TCFD) and incorporate 

industry-based disclosure requirements derived from SASB Standards

• The EFRAG and ISSB standards are based on different objectives: 

– EFRAG considers the dual materiality perspective, i.e. that companies must report on the impact of business activities on 

the value of the company or on the three sustainability dimensions of environment, social and governance.

– The ISSB focuses on the investor perspective for assessing the value of the company.

• From the point of view of the corporate sector, one can only expect that both standard setters will find mutually 

agreeable solutions in order to avoid duplication of effort in the future. This can be done either through 

convergence or mutual recognition.
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4.3 NFRD vs. CSRD – What‘s new?

Non-Financial Reporting Directive 

(NFRD)

Corporate Sustainabilty Reporting 

Directive (CSRD)

Scope: all large public-interest 

undertakings with more than 500 

employees

Content: Disclosure of non-financial 

information

Audit: Verifying if NFRD report is 

available

Format: management report or 

separate report

Scope: all large undertakings and 

public-interest SME undertakings

Content: Disclosure of information on 

sustainability aspects

Audit: mandatory external limited 

assurance engagement 

Format: management report AND 

digitally tagged
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5. How are the CSDD and the CSRD linked?

• The CSDD directive will complement current EU legislations imposing duties to report and disclose information on 

sustainability issues.

• There is a close relationship with the CSDD initiative and the draft CSRD, where the CSDD proposal will lead to 

companies' reporting being more complete and effective. 

– First, a proper information collection for reporting purposes under the proposed CSRD requires setting up processes, which is 

closely related to identifying adverse impacts in accordance with the due diligence duty set up by the CSDD proposal. 

– Second, the CSRD will cover the last step of the due diligence duty, namely the reporting stage, for companies that are also 

covered by the CSRD. 

– Third, the CSDD proposal mandates in-scope large companies to adopt a plan to ensure that the company's business model 
and strategy are compatible with the transition to a sustainable economy, including limiting global warming to 1.5 °C in line 

with the Paris Agreement on which the CSRD requires to report.

• Note that while the CSSD excludes SMEs from its substantive requirements, for disclosure purposes a separate 

proposed EU regime, the CSRD, covers a much wider scope: small, medium and large entities, estimated to total 

about 49,000 companies.
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5. How are the CSDD and the CSRD linked together?
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5. How are the CSDD and the CSRD linked?

CSDD CSRD

Objective Introduction of due diligence policies 

especially regarding human rights and 

environmental issues to increase 

accountability

Improvement of non-financial reporting 

to increase transparency

Scope • EU-companies with a turnover of 

€150+ million and 500 employees

• Non EU-companies with a European 

turnover of €150+ million

• EU-/Non-EU-companies with a 

worldwide turnover of €40+ million, 

if half of the turnover is generated in 

a high risk sector

All large listed and non-listed companies

and public-interest Small and Medium-

Sized Enterprises

Timing applicable earliest 2 years from the entry 

into force 

applicable earliest from 2024 for the 

financial year 2023
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European Regulations 

regarding Sustainable 

Finance

Low 

Carbon 

Benchmark 

Regulation

EU 

Ecolabel1

EU Green 

Bond 

Standard1

European 

Climate 

Law 

Regulation

EU 

Prospectus 

Regulation 

Update

MIFID II 

ESG 

Delegated 

Acts

Amending Delegated 

Acts on sustainability 

preferences, fiduciary 

duties and product 

governance

1   Exact timing currently uncertain

6. Further Regulatory Developments 

regarding Sustainable Finance – Overview 

UCITS 

Del. Dir.

AIFM 

Del. Reg. 

Insurance 

Del. Reg.

Investment 

Firm  

Del. Reg.
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7. Recent Developments in Germany

• On 18 January 2021 BaFin published the following sustainability related statement on its website: 

What is meant by ESG in concrete terms? And what does the taxonomy for sustainable business activities 

have to do with it?

• Mai 2021: The German Government published the German Sustainable Finance-Strategy

– One major measure is the establishment of a so called “Nachhaltigkeitsampel” for sustainable products, based on 

EU Regulations (e.g. SFDR) to ensure consistency 

• August 2021: BaFin consultation 13/2021: Guideline for sustainable Investment Funds (Richtlinie für 

nachhaltige Investmentvermögen)

• November 2021: The Institute of Public Auditors in Germany (Institut der Wirtschaftsprüfer, IDW), in 

coordination with BaFin, has issued a practice note to provide guidance to auditors on the implementation 

of the European Disclosure Regulation 
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8. What is (possibly) coming next? 

• Social Taxonomy: Draft Report by Subgroup 4 from July 2021 and Final Report by the Platform on Sustainable Finance 

of February 2022

– The work done on the social taxonomy is liable to be incorporated into existing legislative texts as the NFRD and the SFDR

– The relationship between the social and environmental taxonomies is still under discussion with regard to three main differences:

• Economic activities such as job creation are inherently socially beneficial

• Environmental objectives and criteria can be based on science, but a social taxonomy could be founded on international authoritative 

standards of topical relevance such as the Bill of Human Rights

• For some social topics it might be more difficult to develop meaningful quantitative criteria
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Questions? 

Thank you very much. If you have questions, please contact

Marcel Hörauf

Counsel

mhoerauf@mayerbrown.com

Frankfurt, +49 69 7941 2236

Luisa-Sophie Dany, LL.M.

Associate

ldany@mayerbrown.com

Frankfurt, +49 69 7941 2974
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