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Check whether this impacts your
business

In January 2023, the European Union adopted the Corporate Sustainability Reporting Directive (CSRD), which
requires EU and non-EU companies meeting certain thresholds to file annual sustainability reports alongside
their financial statements. On 17 October 2023, the European Commission adopted an amendment to the
thresholds in the Accounting Directive, impacting which entities will need to file CSRD-compliant reports.

What are the adjusted thresholds?

A company’s reporting obligations under the CSRD are determined by the size of the company or group. Most
large EU companies and groups will need to comply for financial years beginning on or after 1 January 2025,
and certain small and medium-sized enterprises (SMEs) will need to comply for financial years beginning on or
after 1 January 2026.

A comparison of the current and new thresholds is set out in the table below

Average number

Entity/ Balance sheet total Net turnover total of employees
group type exceeding: exceeding: exceeding:
Current Adjusted Current Adjusted No adjustment
Large 20 million 25 million 40 million 50 million 250
euros euros euros euros
SME 350,000 450,000 700,000 900,000 10
euros euros euros euros

Threshold test for non-EU parent companies

The threshold for non-EU parent companies to prepare a group report under the CSRD from financial year
beginning on or after 1 January 2028 has not been adjusted. The CSRD remains applicable to any non-EU
company which satisfies both of the following criteria:

» Generates a net turnover of more than 150 million euros in the EU for each of the last two consecutive financial years at the
consolidated level (or, if not applicable, at the individual level).

AND

e Has at least one EU subsidiary in scope of the CSRD, or has at least one branch which generated a net turnover of more than


https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13912-Adjusting-SME-size-criteria-for-inflation_en

40 million euros in the preceding financial year.

When will these adjusted thresholds apply?

Member states are required to apply these new thresholds for financial years beginning on or after 1 January
2024. Member states may, however, allow entities to apply these adjusted thresholds for financial years starting
on or after 1 January 2023. This will be determined at the individual member state level.

Why have the thresholds been changed?

The stated reason for raising the thresholds is to accommodate for inflation over the past 10 years and reduce
the reporting burden for smaller companies.

Next steps

The amendments adopted by the European Commission are now subject to a scrutiny period (usually two
months, although this can be extended) during which the European Parliament or European Council might veto
the changes. If the changes are not vetoed, the amendments will be formally published in the Official Journal of
the European Union and will enter into force three days after.

Are there any other changes on the horizon?

No changes to the first set of European Sustainability Reporting Standards (ESRS): The ESRS which will start
to apply to certain large EU companies reporting on FY 2024 also are nearing the end of their cooling off period.
Adopted in July 2023, the ESRS are subject to a two-month scrutiny period in the European Parliament and
European Council before they formally enter into force at the end of this year. A motion tabled last week to
reject the ESRS and requesting a less onerous set of reporting standards was itself rejected on 18 October
2023.

Delays to drafts of the sector-specific and non-EU-specific ESRS: The European Commission’s 2024
Commission Work Programme indicates that it plans to postpone the adoption of sector-specific ESRS and the
ESRS to be used by non-EU companies in scope of the CSRD. Adoption of these standards was initially
scheduled for June 2024. The proposed two-year delay is not, however, currently expected to impact the
reporting deadlines for either EU or non-EU companies in scope of the CSRD.

For further details on the CSRD, see Cooley’s related August 2023 client alert.

If you have any questions or would like support adjusting to this new reporting regime, please contact a member
of Cooley’s international ESG & sustainability advisory team.
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