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Today’s agenda: 
busting some myths 
and misconceptions

• What is CSRD? 
• Are you in scope and, if so, 

when?
• What is my value chain?
• What are the ESRSs?
• What is “double materiality”?
• How does this relate to other 

reporting frameworks?



Housekeeping…

• If you are watching live, please 
type your question into the Q&A 
box on the top right-hand side

• This session is recorded. You will 
receive a link to the recording 
after the webinar 

• We will also be sharing a copy of 
the slides alongside the recording

• If you are watching on demand, 
please email your questions to me 
or any of the speakers. Contact 
details are on the last slide
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CSRD – a reminder of 
scope and timing
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Accounting 
Directive 

2013/34/EU

*Transparency 
Directive

2004/109/EC 

Amends: Reporting:

European 
Sustainability 

Reporting 
Standards (ESRS)

National implementing legislation

Implementation 
Guidance

Corporate Sustainability Reporting 
Directive (EU) 2022/2464 (“CSRD”)

c. 50000 companies

“Large” EU undertakings/groups

• €25m balance sheet

• €50m turnover

• 250 employees

EU Public interest entities 

EU & Non-EU Listed entities* (inc. SMEs)

Non-EU entities with €150m of EU turnover 
(plus in scope EU subsidiary or branch >€40mil)

Non-financial Reporting Directive 
2014/95/EU (“NFRD”)

11700 companies

Public interest entities “PIEs” with >500 
employees – listed on an EU regulated market

New requirement to report non-financial 
information

Background to CSRD



Assessing scope

France Co

UK SubsidiarySpanish 
Subsidiary

Portuguese JV

UK 
Topco

Consolidated 
Group 

Reporting 
Entity for EU 
Consolidated 

Group

Ultimate Parent

Wider Corporate 
Group
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Analysis

• UK Topco has €150m net turnover 
from the EU and an in-scope EU 
sub/ branch

• France Co parent of a “large” 
group

• Spain Sub “large” individually

• UK Sub within consolidated 
reporting group

Anything outside the consolidation 
boundary could still be part of the 
reporting entity’s value chain - 
relevant for reporting
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MYTH 1

We've run the exercise 
and we're not in scope, 
so we don't need to 
think about CSRD 

NO
• Corporate grouping 

• Business relationships

• Lighter reporting burden

• No data quality obligations

• Other reporting obligations

• Can you say no?



CSRD timeline
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6 
July 

2024

FY 
2024

FY 
2025

Member States’ 
implementing 

legislation in force

FY 
2026

FY 
2028

Start of reporting period for 
entities already covered by 

NFRD/>500 employees

Start of reporting 
period for listed SMEs

Reports by other large 
entities Start of reporting 

period for non-EU 
entities (unlisted)Start of reporting period 

for other large 
undertakings

First reports by PIEs w/ 
>500 employees

FY 
2027

FY 
2029

Reports by non-EU 
entities (unlisted)

Reports by 
listed SMEs

Delayed deadline for adoption 
of sector-specific standards

30 June 
2026
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MYTH 2

We’re not in scope 
until 2029 – we don’t 
need to worry about 
CSRD yet

NO
• Who else in your group is 

in scope?

• Data requests from within 
or outside the group

• Time-consuming

• Capacity crunch
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MYTH 3

CSRD has recently 
been delayed

NO
• Delay to sector-specific 

standards

• Entity-specific disclosures

• Note complex phase-ins



Practicalities of reporting

2



• Sustainability reporting using templates provided:

• ESRS – sector agnostic disclosure standards

– disclosures should cover material impacts, risks and 
opportunities (“IROs”) of the undertaking (including in its 
own operations and in its value chain)

– All disclosures are subject to a “materiality assessment”

• EU Taxonomy, Delegated Disclosures Act 

– Disclosures re how and to what extent the undertaking’s 
activities are associated with economic activities that qualify 
as environmentally sustainable

– Substantially contribute to an environmental objective, do 
not significantly harm any other environmental objective and 
meet minimum social safeguards
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Reporting – templates and key principles



Value chain

Direct 
suppliers of 

products and 
services

(Tier 1)

Indirect 
suppliers of 

products and 
services 

(Tier 2, 3, n)

Value
chain

Shareholding 
positions in 
investments 

(not consolidated)

Shareholding 
positions in JVs

Customers

Travers Smith | Corporate Sustainability Reporting Directive

Business 
relationships

(Tier 1, 2, n)
Supply chain

Products and 
services

Distributors



Double materiality
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Double 
materiality

Financial
materiality

Outside-in 
approach

Sustainability risks 
& opportunities for 

the organisation

Impacts on 
environment 

& society

Impact
materiality
Inside-out
approach

Is the organisation and 
its activities (across the 
value chain) positively 
or negatively 
impacting people and 
the environment?

Does an ESG issue materially 
affect or have the potential 
to affect the organisation’s 
financial position, financial 
performance, cash flows, 
access to finance or cost 
of capital?



European Sustainability 
Reporting Standards - ESRS 

ESRS 1 and 2 General 
Requirements and Disclosures

ESRS E1 to E5 Environment

ESRS S1 to S4 Social

ESRS G1 Governance

Context for the topical 
standards

Strategy and business 
planning

Materiality assessment, 
policies, methodologies

Not fully aligned with 
TCFD. Implements 
requirement in CSRD for 
disclosure of any transition 
plan the business has. 

E2 to E5 may be less 
relevant for non-
industrial/ manufacturing 
businesses

Own workers, workers in the 
value chain and affected 
communities; detailed 
disclosures covering human 
rights impacts, labour practices, 
diversity etc.

References international regimes 
– OECD Guidelines for MNE and 
UN Global Compact.

Will interact closely with CS3D.

Covers several aspects of 
business conduct. Will 
require disclosure of 
whether the business has 
policies on matters such as 
anti-bribery and corruption, 
whistleblowing, animal 
welfare and late payments.

ESRS 1 General 
requirements

ESRS 2 General 
disclosures (11)

E1 Climate change (9)

E2 Pollution (6)

E3 Water and marine 
resources (5)

E4 Biodiversity and 
ecosystems (6) 

E5 Resource use and 
circular economy (6)

S1 Own workforce (17)

S2 Workers in the 
value chain (5)

S3 Affected 
communities (5)

S4 Consumers and end 
users (5)

G1 Business conduct (6)

Number in brackets indicates the number of disclosure requirements in each standard (total = 81) 
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MYTH 4

ESRS are a reporting 
template

NO
• No reporting template – all 

reports will look different

• What’s material will be 
different for all but being an 
outlier is likely to draw 
auditor attention

• Variables/discretionary 
elements in approach to 
reporting
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MYTH 5

If I’m in scope I’ve 
got to start 
introducing policies 
and targets in areas 
I’ve never needed to 
think about

NO (but…)
• Disclosure regime only

• Consider broader risk and 
stakeholder expectation

• Due diligence to identify 
material IROs

• Don’t view CSRD in 
isolation



The broader sustainability context

Requires:

Examples:

Risk:

Transparency

TCFD (UK)CSRD (EU)

SEC (US)
Modern 

Slavery (UK)

• Identify and disclose

• Often, organisation 
and value chain

• Reputational / 
commercial

• Civil / greenwashing 
claims

• Accounts signoff

Process 

Batteries 
(EU)CS3D (EU)

Duty of 
Vigilance (Fr)

Bribery 
Act(UK)

• Implement procedures 
to mitigate harm

• Typically, organisation 
and value chain

• Commercial (eg loss of 
supplier)

• Regulatory liability (eg 
failure to implement)

• Civil liability where 
harm suffered as result

Outcome

Health & 
Safety Laws

Environment 
Permitting

Product 
Regulations

Human 
Rights Law

• Ensure harm/impact 
not caused 

• Generally, applies only 
to operations of 
organisation

• Regulatory liability for 
breach (often criminal)

• Civil liability / 
remediation

• Reputational
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MYTH 6

It’s one of many in an 
unhelpful patchwork 
of sustainability 
reporting requirements

NO (but partly yes)
• Designed for a degree of 

interoperability



Reporting overlaps
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IFRS S3?
Biodiversity

ESRS

IFRS S1
Sustainability broadly (no specifics): 

disclose what’s material

Financial materiality only

E, S and G. Double materiality

Specific disclosures, and other matters relevant to the discloser

IFRS S4?
Human 
Rights

IFRS S2
Climate disclosures

TCFD
Climate-related 

financial disclosures

TNFD
Nature-related 

financial disclosures

SEC
Material climate-
related financial 

disclosures
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MYTH 6

It’s one of many in an 
unhelpful patchwork of 
sustainability reporting 
requirements

NO (but partly yes)
• Designed for a degree of 

interoperability

• ESRS are high watermark

• Gap analysis is a critical tool

• Horizon scanning



Please let us know if you have any questions

Get in touch

John Buttanshaw

Director, Operational Risk & Environment

john.buttanshaw@traverssmith.com

+44 (0)20 7295 3606

Sarah-Jane Denton

Director, Operational Risk & Environment

sarah-jane.denton@traverssmith.com

+44 (0)20 7295 3764

Visit our Sustainable Business Hub to access our ESG timeline, SFDR / TCFD app 
and other ESG and impact resources.

To receive our regular articles, news and updates, please register here.
To register for the next webinar on CS3D, please click here.
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Alex MacBean

Associate, Operational Risk & Environment

alexandra.macbean@traverssmith.com

+44 (0)20 7295 3727

Simon Witney

Senior Consultant, Financial Services & Markets

simon.witney@traverssmith.com

+44 (0)20 7295 3957

https://www.traverssmith.com/services/spotlight/esg-and-impact/
https://www.traverssmith.com/knowledge/knowledge-container/esg-timeline/
https://content.traverssmith.com/2HX96Z/
https://www.traverssmith.com/sign-up/
https://sites-traverssmith.vuturevx.com/86/7123/compose-email/cs3d-webinar-2024.asp
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