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1. OBIJECTIVE OF THE DIRECTIVE within the meaning of: Recital 1 & 3 of the new Directive

On 15 April 2014, the agreement on the draft Directive for the disclosure of non-financial and diversity information will
be put to vote in the European Parliament and is expected to be formally adopted by the Council of the EU subsequently.
The proposed Directive targets public interest entities to disclose non-financial information in their annual financial
statements and management reports.

The objective of the Directive is threefold:

1. Strengthen the company’s transparency and accountability, whereby non-financial information are vital for
managing change towards a sustainable global economy by combining long-term profitability with social justice
and environmental protection.

2. ldentify sustainability risks and increase investor and consumer trust.

3. Raise to a similarly high level the transparency of the social and environmental information provided by
undertakings in all sectors, across all Member States.

2. DOES YOUR COMPANY FALL UNDER THIS DIRECTIVE? within the meaning of: Art. 19a (1), Art 29a (1) of the new Directive, Art. 2(a, b,

¢, d) and Art. 3(7) of Directive 2013/34/EU
This Directive concerns your company, if your company meets all of the three criteria:

1. Your company is a large undertaking (in the meaning of Art. 3 (7) of Directive 2013/34/EU) with either a balance
sheet total of EUR 20 million OR a net turnover EUR 40 million.
2. AND your company is a public interest entity, defined by Art. 2 (a, b, c, d) of Directive 2013/34/EU,

(a) Governed by the law of a Member State and whose transferable securities are admitted to trading on a regulated
market of any Member State within the meaning of point (14) of Art. 4(1) of Directive 2004/39/EC of the European
Parliament and of the Council of 21 April 2004 on markets in financial instruments (OJ L 145, 30.4.2004, p. 1).

(b) Credit institutions as defined in point (1) of Art. 4 of Directive 2006/48/EC of the European Parliament and of the
Council of 14 June 2006 relating to the taking up and pursuit of the business of credit institutions (1), other than those
referred to in Art. 2 of that Directive.

(c) Insurance undertakings within the meaning of Art. 2(1) of Council Directive 91/674/EEC of 19 December 1991 on the
annual accounts of insurance undertakings (OJ L 374, 31.12.1991, p. 7).

(d) A Designated by Member States as public-interest entities, for instance undertakings that are of significant public
relevance because of the nature of their business, their size or the number of their employees. Check against
national definition of public interest entities in EU Member States you are operating in.

3. AND when your company’s average number of employees exceeds 500 during a financial year.
WHAT IF YOU ARE A PARENT AND/OR A SUBSIDIARY UNDERTAKING? within the meaning of: Art. 19a (3) and Art. 29a (1, 3)

of the new Directive

If you are a parent undertaking that meets all of the three criteria (as specified above), you shall include in the
consolidated management report a consolidated non-financial statement in accordance to the reporting obligations (see
section 4 below).

Subsidiary undertakings: An undertaking (parent undertaking), which is a subsidiary undertaking, shall be exempted
from the reporting obligations, if the undertaking (exempted parent undertaking) and its subsidiary undertakings are
included in the consolidated management report or the separate report of another undertaking, drawn up in accordance
to the reporting obligations (see section 4 below).
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4. WHAT TO DISCLOSE (CONTENT)? Within the meaning of: Art. 19a (1) (-a, a, b, ¢, d), Art. 20 (g), Art. 20(4), Art. 29a (1) (-3, a, b, ¢, d), Recital 6 &

6(a) of the new Directive and Art. 4(1) (14 )of Directive 2004/39/EC

Through a comply or explain approach (see section 5 below), your company will be required as from April 2017 to
disclose information to the extent necessary for an understanding of the undertaking’s development, performance,
position and impact of its activity, relating to, as a minimum, environmental, social and employee matters, respect for
human rights, anti-corruption and bribery matters, including:

4 CSR Areas In General In Specific
a) A brief description of the undertaking’s The statement should contain details of the current and
business model; foreseeable impacts of an undertaking’s operations on
1 Environmental b) A description of the policy pursued by the the environment, and, as appropriate, health and
matters undertaking in relation to these matters, safety, the use of renewable and/or non-renewable
including due diligence processes energy, greenhouse gas emissions, water use and air
implemented (also regarding where relevant | pollution.
and proportionate the undertakings' supply | The information provided in the statement may
and subcontracting chains in order to concern the action taken to ensure gender equality,
identify, prevent and mitigate existing and implementation of fundamental conventions of the ILO,
Social and potential adverse impacts); working conditions, social dialogue, respect for the right
2| employee-related | c) The outcome of these policies; of workers to be informed and consulted, respect for
matters d) The principal risks related to these matters trade unions rights, health and safety at work and the

Human rights,
3| anti-corruption
and bribery e)

linked to the undertaking’s operations
including where relevant and proportionate
its business relationships, products or
services which are likely to cause adverse
impacts in those areas and how undertakings
manage those risks;

Non-financial KPIs relevant to the particular
business.

dialogue with local communities and/or the action
taken to ensure the protection and the development of
those communities.

The non-financial statement could include information
on the prevention of human rights abuses and/or
instruments in place in order to fight corruption and
bribery.

Description of the diversity policy applied for the
undertaking's administrative, management and
supervisory bodies*...

..regarding aspects such as, for instance, age, gender,
educational and professional background, the
objectives of the diversity policy, how it has been
implemented and the results in the reporting period.

4 | Diversity

Member states may exempt undertakings which have only issued securities other than shares admitted to
trading on a regulated market (within the meaning of point (14) of Art. 4(1) of Directive 2004/39/EC) from
the reporting on diversity information, unless such undertakings have issued shares which are traded in a
multilateral trading facility (within the meaning of point (15) of Art. 4(1) of Directive 2004/39/EC).

Additional information:

®=  The non-financial statement shall also, where appropriate, include references to, and additional explanations of,
amounts reported in the annual financial statement.
= Undertakings may rely on national, EU-based or international frameworks, and if so, shall specify on which
frameworks it has relied upon.

5. COMPLY OR EXPLAIN AND SAFE HARBOUR CLAUSE within the meaning of: Art. 19a (1), Art. 29a (1) and 20 (g) of the new Directive

Where an undertaking does not pursue policies in relation to one or more of these matters, the non-financial statement
shall provide a clear and reasoned explanation for not doing so.

If an undertaking has no diversity policy in place, the statement shall contain an explanation as to why this is the case.

Safe Harbour Clause: Member States may allow undertakings to omit the disclosure of information relating to
impending developments or matters in exceptional cases, acting within the competences assigned to them by national
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law and having collective responsibility for it, if the disclosure of such information would be seriously prejudicial to the
commercial position of the undertaking.

6. HOW TO DISCLOSE (FORMAT)? Within the meaning of: Art. 19a (1), Art. 19a (4a, 4b), Art. 29a (1), 29a (3) and 29a (4a, 4b) of the new Directive

The obliged reporting on non-financial information shall be included in the undertaking’s management report.
= However, Member States may exempt undertakings from the obligation to prepare a non-financial statement
where an undertaking prepares a separate report corresponding to the same financial year, whether or not relying
on national, EU-based or international frameworks and covering the information of the non-financial statement
(as outlined in section 4), provided that such a report is:
- published together with the management report
- ORis made publicly available within a reasonable period of time, which shall not exceed 6 months after the
balance sheet date, on the undertaking’s website, to which reference is made in the management report.
=  However, undertakings shall be exempted from the reporting obligations, if the undertaking is included in the
consolidated management report or a separate report of another undertaking (as described in section 3).

7. LIABILITY AND VERIFICATION within the meaning of: Art. 19a (5, 6), Art. 20 (3), 29a (5, 6) and Art. 33 (6a) 1 of the new Directive

= Member States shall ensure that the members of the administrative, management and supervisory bodies of an
undertaking, acting within the competences assigned to them by national law, have collective responsibility for
ensuring that the reported information are drawn up and published in accordance with the requirements of this
Directive.

=  Member States shall ensure that the statutory auditor or audit firm checks whether the non-financial statement or
the separate report (see section 6) has been provided.

= Member States may require that the information in the non-financial statement (consolidated non-financial
statement) or the separate report is verified by an independent assurance services® provider.

= The statutory auditor or audit firm shall express an opinion regarding information on the reporting obligation
related to the principle risks and the non-financial KPIs (specified in point c) and d) of section 4).

8. NEXT STEPS within the meaning of: Art. 1a, 1b, Art. 2(1) and Art. 48 of the new Directive

15/16 April 2014 Planned joint adoption of the Directive by the European Parliament, followed by formal adoption by
the Council of the EU in September (tbc).

2014/2015 The European Commission shall prepare non-binding guidelines on methodology for reporting non-
financial information, including non-financial KPIs, general and sectorial, with a view to facilitate
relevant, useful and comparable disclosure of non-financial information by EU undertakings. In doing
so, the Commission shall consult relevant stakeholders.

2016 Transposition period to implement the Directive into national law.
2017 Directive becomes applicable to companies that fall under the scope (tbc).
2018 The EU Commission releases a review report with possible new legislative proposals: e.g. on extending

the scope to large non-listed undertakings and the possibility of introducing an obligation for country-
by-country reporting on profits made, taxes paid on profits and public subsidies received.

To acquire additional information, please consult the official press release of the European Commission through this link.
For further information and interpretation on the EU Directive on the disclosure of non-financial information, CSR Europe

invites you to an EU Update Webinar on 17 April 2014 and a Special EU CSR Meeting on 26 June 2014. Please contact
Lorena Sorrentino (Is@csreurope.org) or Jan Noterdaeme (jn@csreurope.org) for more information.

We will continue to consult all our members, should the EU invite CSR Europe for further collaboration on the
implementation of the Directive.
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