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On February 26, 2025, the European Commission (Commission) published a proposed ‘Omnibus package’ to
streamline some of the recently adopted European Union (EU) sustainability laws. The laws in scope of the
proposed Omnibus package are the Corporate Sustainability Reporting Directive (CSRD), the EU Taxonomy
Regulation, the Corporate Sustainability Due Diligence Directive (CSDDD) and the Carbon Border Adjustment
Mechanism (CBAM).

The Omnibus package is a legislative proposal and could still change before being adopted. It will now pass to
the European Parliament and member states in the European Council for negotiation. Both the Parliament and
the Council have the power to amend any of the provisions in the proposal. This is worth tracking closely for US
companies that are in scope of these laws since it could have a significant impact on their EU legal compliance
obligations.

Below are some key takeaways from the Commission’s proposed Omnibus package and its potential impacts for
US companies preparing for compliance with key EU sustainability laws.

Proposed changes to the CSRD

If the Omnibus package is adopted without further amendments, the proposed changes to the EU’s CSRD would
have significant implications for all but the largest companies currently preparing for compliance. The current
text of the CSRD has already been implemented in the national laws of most member states, and many US
companies have already started preparing to report for financial years starting on or after January 1, 2025. The
Omnibus package also includes a separate proposal to fast-track a two-year ‘stop-the-clock’ delay to CSRD
reporting requirements applicable to those companies in scope from financial year 2025 onwards. In spite of
this, these proposed changes create a considerable amount of legal uncertainty for US companies operating in
the EU.

Key proposed changes include:
e New scoping thresholds taking many companies out of scope. The Commission proposes raising the reporting

threshold to more closely align with the CSDDD. If adopted, this could have a significant impact on many US companies and
may mean that they would no longer find themselves in scope of the CSRD.


https://www.cooley.com/-/media/cooley/pdf/corporate-sustainability-reporting-directive-faq.pdf
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These new proposed thresholds would also apply to companies listed on EU regulated markets, credit
institutions and insurance undertakings if the proposed Omnibus package becomes law.

Higher scoping thresholds introduced for EU taxonomy reporting. If the Omnibus package is adopted as proposed, only
in-scope EU companies or groups with a net turnover exceeding 450 million euros will be required to disclose taxonomy
information. Those EU companies or groups in scope of the CSRD with turnovers below this threshold would only be required
to disclose specific data points (e.g., proportion of turnover derived from environmentally sustainable activities) if they make
certain claims about the sustainability of their activities.

New value chain reporting restrictions. Currently, companies are required to report information on their own operations
and subsidiaries, as well as on their upstream and downstream value chains. This is subject to grace periods for the first three
reporting cycles. If the Omnibus package is adopted as proposed, CSRD reporters should not seek to obtain information from
those in their value chain that are not themselves in scope of the CSRD, beyond the information specified in new ‘voluntary’
standards (to be adopted by the Commission), which will be based on the VSME standard (Voluntary Sustainable Reporting
Standard for nonlisted SMEs) developed by the European Financial Reporting Advisory Group (EFRAG).

No delay to assurance requirements. CSRD reporting is currently subject to limited assurance. The Omnibus package
does not propose delaying the limited assurance requirement, outside of the general stop-the-clock delay of two years.
However, to address the issue of excessive assurance activities noted by the first wave of companies subject to CSRD
reporting, the Commission plans to issue targeted assurance guidelines to clarify the necessary procedures that assurance
providers are to perform as part of their limited assurance engagement before adopting limited assurance standards
(expected October 1, 2026).

No move to reasonable assurance. The Commission is currently required to adopt reasonable assurance standards no
later than October 1, 2028, following an assessment to determine if reasonable assurance is feasible for companies. If
adopted as proposed, the Omnibus package would remove this requirement, meaning that no reasonable assurance
standards will be adopted, and the assurance over CSRD reports will stay as limited assurance.

Double materiality remains unchanged. Despite speculation of a possible reversion to financial materiality, if adopted as
proposed, the Omnibus package would not remove the double materiality requirement. Companies would continue to need to
evaluate both the financial effects of sustainability matters on the company and the company’s impacts on society and the
environment.


https://www.efrag.org/sites/default/files/sites/webpublishing/SiteAssets/VSME%20Standard.pdf

¢ Possible changes to the ESRS. The Commission also proposes to revise the EU regulation on the European Sustainability
Reporting Standards (ESRS). The Commission has said that it will aim to adopt the revised ESRS delegated act in time for
those undertakings in the second wave that would be required to start reporting under the CSRD for financial year 2027
(previously financial year 2025) to apply the revised standards.

¢ No sector-specific standards. Sector-specific reporting standards were due to be adopted by June 30, 2026. The proposed
Omnibus package would remove this, meaning no sector-specific standards will be adopted, and companies will need to
continue to assess the need for and disclose additional entity-specific disclosures when the material sustainability matter is
not covered by one of the ESRS or is covered with insufficient granularity.

Separately, the Commission has committed to revising the current ESRS to reduce the number of data points
required. However, the proposed Omnibus directive does not currently revise the range of sustainability topics
covered by the ESRS and mandated in the CSRD.

Proposed changes to the CSDDD

The current CSDDD is set to start to apply to the first wave of US and other companies from July 26, 2027.
Unlike the CSRD, the CSDDD has not yet been implemented into the national law of any of the EU member
states. If the proposed Omnibus package is adopted without amendments, the scoping thresholds would remain
the same, meaning that companies that already assessed themselves as subject to the CSDDD will likely remain
in scope.

e One-year stop to the clock. There would be a delay to the current transposition deadline to 26 July 2027, and the first
wave of application to 26 July 2028. This would give the largest US companies in scope of the CSDDD an additional year to
prepare for compliance.

¢ Modifying the climate transition plan requirement. Companies will no longer be required to ‘put into effect’ a climate
transition plan; instead, they will only need to adopt a climate transition plan that must now include implementing actions
which aim to ensure, through best efforts, the limiting of global warming to 1.5 degrees Celsius in line with the Paris
Agreement. As is currently the case, companies that already have a climate transition plan that they are reporting under the
CSRD are exempt from the obligation to adopt a new transition plan.

e Focus on direct suppliers. Under the existing CSDDD, as part of the due diligence obligation, companies are required to
map their entire supply chain and identify where adverse impacts are most likely to occur and to be most severe, even if this
is with indirect suppliers. If the Omnibus package is adopted as proposed, the requirement to map the entire supply chain
would remain, as would the need for cascading contractual clauses. However, in-depth assessments would only need to focus
on the company’s own operations, those of its subsidiaries, and those of its direct suppliers, unless the company has plausible
information that suggests an adverse impact has or may arise in the operations of an indirect business partner. If the
assessment confirms the likelihood of a potential or actual adverse impact, this would still trigger obligations to address the
impact.

¢ Limitations to information requests. The proposal limits the information companies should request when mapping their
value chain from suppliers with fewer than 500 employees to the disclosure requirements contained in a new set of voluntary
sustainability standards, based on EFRAG’s VSME standard, that the Commission would be required to adopt. However,
companies may nonetheless need to make requests to their value chain partners for their compliance with other pieces of EU
legislation that are not being amended - such as the EU Batteries Regulation and the EU Forced Labour Regulation.

¢ Deleting the obligation to terminate as a last resort. The CSDDD currently requires companies, where efforts to prevent
or mitigate have been unsuccessful, to terminate their business relationships in certain circumstances as a last resort. If the
Omnibus package is adopted as proposed, companies would still be required to refrain from entering into new or extending
existing relations with the relevant business partner, but would only be required to suspend business relationships with
respect to the activities concerned, and also would be exempt from civil liability for continued engagement with a supplier if
there is a reasonable expectation that an enhanced prevention action plan could succeed.

¢ Reducing the frequency of monitoring assessments from one year to five years. Under the CSDDD, companies are
currently required to carry out annual assessments to monitor the effectiveness of their due diligence processes. If the
Omnibus package is adopted as proposed, these assessments would only need to be carried out ‘at least every 5 years’.
However, ad hoc assessments would still be necessary whenever there are reasonable grounds to believe that measures in
place are no longer adequate or effective, or that new risks have arisen.


https://www.cooley.com/news/insight/2024/2024-04-24-eu-adopts-mandatory-rules-on-corporate-sustainability-due-diligence-that-will-apply-to-many-us-companies
https://www.efrag.org/sites/default/files/sites/webpublishing/SiteAssets/VSME%20Standard.pdf

¢ Limiting stakeholder engagement. The number of points during the due diligence process at which companies must
consult with stakeholders would be reduced. If the Omnibus package is adopted as proposed, it would remove the
requirement for stakeholder consultation when disengaging from a business relationship or developing indicators for due
diligence monitoring. It also is clarified that only relevant stakeholders need to be engaged - i.e., those that have a link to the
specific stage of the due diligence process being carried out. The draft would simplify the term ‘stakeholder’, removing the
need to engage with national human rights and environmental institutions and civil society organizations. As proposed,
companies would still be required to engage with their employees, the employees of their direct and indirect business
partners, and those individuals or communities whose rights or interests are or could be directly affected.

e Greater discretion on enforcement given to member states. The current CSDDD is prescriptive on penalties for
noncompliance. It requires penalties to be based on a company’s worldwide turnover, and that if a member state chose to set
a maximum penalty, this cap is at least 5% of the company’s worldwide turnover. If the Omnibus package is adopted as
proposed, member states would still be required to establish penalties for noncompliance that are effective, proportionate
and dissuasive, but would no longer be required to link penalties to turnover, giving them more discretion. Enforcement
bodies will be guided on appropriate penalties by new guidelines promised by the Commission.

e Removal of the EU-wide civil liability regime. The CSDDD currently requires member states to ensure that they have a
civil liability regime in place, so that companies can be held accountable where failures to comply with their due diligence
obligations lead to damage. If the Omnibus package is adopted as proposed, this requirement would be removed, leaving
decisions on potential civil liability up to the individual member states. Member states will also no longer be required to allow
nongovernmental organizations and unions to bring representative actions on behalf of injured parties (although they may
provide for this possibility). We anticipate that this could lead to companies forum shopping for jurisdictions where penalties
are less strict in order to reduce potential exposure.

¢ Potentially exempting from liability those companies who relied on third-party verification, contractual clauses, or
industry or multi-stakeholder initiatives to satisfy their due diligence obligations. Currently, the CSDDD maintains that
companies that have participated in industry or multi-stakeholder initiatives, or used third-party verification or contractual
clauses to support the implementation of due diligence obligations, may nevertheless be held liable if there is a
noncompliance with the CSDDD. If the Omnibus package is adopted as proposed, liability in such circumstances would
instead be left to the discretion of each member state.

o Greater EU-level harmonization of the requirements. If the Omnibus package is adopted as proposed, the EU member
states could no longer adopt stricter national rules relating to the core due diligence requirements of the CSDDD. This will
make it easier for US companies who operate across many EU countries to understand their legal obligations.

¢ Financial services and investment activities will no longer come in scope. The Commission has proposed to remove
the obligation to consider the need for due diligence rules for financial services and investment activities in the future.

Proposed changes to CBAM

The draft amendments to CBAM are included in a separate amending regulation. The key change proposed is
the introduction of a new exemption for small importers. The Commission has proposed introducing a new
CBAM cumulative annual threshold of 50 metric tons per importer, which is expected to take approximately 90%
of companies out of scope.

However, the Commission also confirmed its intention to extend the scope of CBAM to other sectors covered by
the existing emissions trading scheme, as well as downstream goods, with a legislative proposal expected as
early as 2026.

What next?

The legislative proposals are now subject to the ordinary legislative procedure. The Commission has asked the
European Parliament and European Council to fast-track this Omnibus package, without reopening other parts of
the legislation. However, once the legislative process has started, the Commission will have limited control over
whether the Parliament and Council decide to propose other changes to the legislation. This means that a
smooth adoption of the proposed changes is not guaranteed. Additional amendments or even new requirements
are still possible.



https://commission.europa.eu/law/law-making-process/better-regulation/simplification-and-implementation_en

The omnibus amending the CSRD and CSDDD is a directive, meaning that even if agreed and adopted
expeditiously, member states have 12 months to transpose the omnibus text into their national law.

Until the proposed ‘stop-the-clock’ delay has been adopted, for US and other companies that are in scope of the
CSRD, this raises difficult questions of whether to continue preparing for compliance under the current version
of the CSRD, or take a gamble on the changes coming into effect before the financial year 2025 disclosure
obligation starts to bite.

See the texts of the proposed “stop-the-clock” and the Omnibus directive amending the CSRD and CSDDD,
among others. See also the Commission’s press release on the proposal and the corresponding Omnibus Q&A.

If you have any questions or would like support understanding the implications of this first Omnibus package,
please contact a member of Cooley’s international ESG and sustainability advisory team.

This content is provided for general informational purposes only, and your access or use of the content does not
create an attorney-client relationship between you or your organization and Cooley LLP, Cooley (UK) LLP, or
any other affiliated practice or entity (collectively referred to as "Cooley"). By accessing this content, you agree
that the information provided does not constitute legal or other professional advice. This content is not a
substitute for obtaining legal advice from a qualified attorney licensed in your jurisdiction, and you should not act
or refrain from acting based on this content. This content may be changed without notice. It is not guaranteed to
be complete, correct or up to date, and it may not reflect the most current legal developments. Prior results do
not guarantee a similar outcome. Do not send any confidential information to Cooley, as we do not have any duty
to keep any information you provide to us confidential. When advising companies, our attorney-client
relationship is with the company, not with any individual. This content may have been generated with the
assistance of artificial intelligence (Al) in accordance with our Al Principles, may be considered Attorney
Advertising and is subject to our |legal notices.
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