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1 The GDV’s key messages on the European Commission’s legisla-
tive proposal for the Corporate Sustainability Reporting Directive
(CSRD)!

The GDV highly welcomes the European Commission’s legislative pro-
posal for the CSRD. In our view, the EU is the leader in sustainable fi-
nance, and the new CSRD will further promote this leading position. In the
past, the GDV has provided constructive feedback to drive the sustainabil-
ity agenda forward. Hence, we are glad to see that our ideas and input are
widely reflected in the European Commission’s proposal.

1.1 Market transparency on ESG information is essential to make
finance a stronger driver for sustainable transformation.

The finance system is already driving the sustainable transformation for-
ward by increasing capital allocation to sustainable business models.
However, enhanced market transparency on ESG information can further
strengthen this vital function. Indeed, the new CSRD - if aligned (see
1.6) — can be areal game-changer for sustainable finance if it provides
free digital access to standardised and comparable "ready-to-use" ESG
data for investors. To achieve this goal, the CSRD should be as simple as
possible, proportional, and focus on the information needs of investors
and other stakeholders.

1.2 A phase-in approach is key to create an efficient and comprehen-
sive sustainability reporting regulation.

As the development of sustainability reporting regulation is such a com-
plex task, it is essential to advance step-by-step in a pragmatic way
towards the final goal. Setting standards in new areas requires time due
to a wide range of different stakeholders and necessary feedback loops to
ensure that the standards really fit for purpose. At the same time, the im-
plementation by companies is a huge challenge. Many companies
need to set up new processes and integrate them into their reporting sys-
tem. Empirically, not until companies really start to apply the standards,
many practical problems become visible.

In consequence, the GDV highly recommends phase-in approaches re-
garding the scope (see 2.1), the sustainability reporting standards
(see 2.3), and external assurance (see 2.6). Furthermore, the GDV calls
for prioritising the information needs of investors.

1 formerly: Non-Financial Reporting Directive; NFRD.
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1.3 Information needs of investors should be a priority in the short
run.

As we share the ambition of the European Commission to make the finan-
cial system a robust and transformative catalyst for sustainability, it is
crucial to prioritise the information needs of investors in the short
run. Hence, the German insurers appreciate that according to article 19b
CSRD the first set of the European Sustainability Reporting Standards
(EU SRS) would focus on the information needs of financial market partic-
ipants (FMPs). Regarding the first application for the financial year 2023,
investors urgently need specific sustainability information of their inves-
tees to fulfil their own reporting obligations defined in the EU Taxonomy
Regulation and the Sustainable Finance Disclosure Regulation (SFDR).

1.4 Proportionality is crucial for the efficiency of the sustainability
reporting system

Under the current NFRD, non-financial statements often lack the relevant
information from an investor's perspective. These shortcomings were a
critical reason for the review of the NFRD. Consequently, the guiding
idea of the new CSRD should be “less reporting, but better”. Against
this backdrop, we deem it necessary that proportionality truly becomes
a key principle of the CSRD shaping the scope, the sustainability stand-
ards, and the obligations for the external assurance. As a case of point,
small and medium-sized enterprises (SMEs) should not report as much as
possible but about the needed information in the right format.

However, while the definition of SMEs is appropriate for the non-financial
sectors, it is too low for the financial sector. Indeed, even small insurers
with about 50 employees would count as "large companies". Hence,
the GDV highlight that SME insurers should also be able to use propor-
tionate sustainability reporting schemes. In addition, companies that are
not orientated towards the capital market (defined as “non-investees” in
2.1) should not be obliged to report sustainability information relevant to
investors.

1.5 The materiality principle is key to ensure the focus on infor-
mation needs of investors

The GDV welcomes the clarification of the principle of double materi-
ality because it enables companies to better tailor their sustainability re-
porting to the information needs of relevant stakeholders. However, to
make sustainable investment decisions and fulfil their own reporting obli-
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gations, investors and other stakeholders need comparable ESG infor-
mation. Hence, a certain degree of standardised information in the sus-
tainability statements is needed. Consequently, the German insurers
stress that the KPIs of the EU Taxonomy Regulation and the SFDR
must be disclosed irrespective of the materiality principle.

1.6 The alignment of the European regulative initiative is critical to
ensure a consistent framework for sustainable finance.

There are several European regulative initiatives simultaneously in the
making (CSRD, SFDR, EU Taxonomy Regulation, and the European Sin-
gle Access Point (ESAP)). Taken together, they shall create a consistent
and efficient regulative framework for sustainable finance. However, in
various areas, it is still unclear how these regulative initiatives interact and
will be linked to each other. While these uncertainties will fade with in-
creasing progress, the constant alignment of the different initiatives is
an ongoing task for the coming years.

1.7 The harmonisation of international sustainability reporting stand-
ards is essential to foster market transparency on a global level.

The GDV fully supports EFRAG in its endeavour to develop EU sustaina-
bility reporting standards. Short-term, EFRAG can achieve significant pro-
gress at the EU level to improve sustainability data quality and availability.
However, data gaps will remain relevant with regard to the global invest-
ment universe. Hence, the international promotion of the EU sustainability
reporting standards should be promoted from the outset. Indeed, the GDV
fully supports the IFRS Foundation’s initiative on sustainability reporting
because the medium-term goal is to create a global system for sus-
tainability reporting. The harmonisation of European and international
regulation will facilitate a more effective and efficient corporate reporting
and serve the growing information needs of sustainable investors operat-
ing globally.
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2. GDV’s response to BMJV‘s questions on “Richtlinienvorschlag der
Europaischen Kommission ‘Corporate Sustainability Reporting’”

2.1 Scope: Extension of the scope to all large undertakings and
listed SMEs

The GDV supports the suggested extension of the scope as it will im-
prove the data availability for investors and helps for better integrating
sustainability information in investors' decision-making. Hence, if the fi-
nance sector shall drive sustainability, the data availability of investees
must have a high priority.

At the same time, the implementation of the new reporting obligations
will be a massive challenge for smaller companies. While the thresh-
old for "large companies" seems appropriate for the non-financial sector, it
is too low for the financial sector. Indeed, even small insurers with about
50 employees can count as "large companies" and would thus be fully
subject to reporting requirements. We expect many SME insurers will want
to report under the voluntary simpler standards that will be designed for
SMEs.

In order to improve the data availability for investors as well as to support
FMPs to fulfil their own disclosure obligations under the SFDR and EU
taxonomy, the focus of the extension of the scope in the first place
should be on investees. For this purpose, an appropriate threshold of e.
g. 50 or 100 million EUR refinancing volume could be implemented. In this
way, the CSRD will provide investors with ESG data from a considerably
larger investment universe that includes companies with securities listed in
EU regulated markets and more illiquid asset classes such as private eg-
uity, real estate, or infrastructure companies.

The implementation of the new reporting obligations will also be a big
challenge for non-listed companies that are no investees (hereafter
defined as “non-investees”). Accordingly, non-investees require propor-
tionate reporting (see 2.3) and should not be obliged to report sustainabil-
ity information that is only relevant to satisfy the information needs of in-
vestors.

2.2 Location: Obligation to publish the sustainability information in
the management report

In general, the GDV supports the clear location of sustainability infor-
mation in the management report because it equates financial with sus-
tainability information and promotes their interconnection.
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Nevertheless, widening the focus of the management report has disad-
vantages that need to be addressed via transitional measures.

There is a high risk of operational overload from the preparer's view be-
cause incorporating sustainability information in the management report
requires new processes that need to be integrated. In fact, the preparation
of the management report is already very complex as it involves gathering
information, ensuring its quality, and conducting an external assurance.
Furthermore, the time frame is very tight, as the companies must publish
their report four months after the start of the following financial year. In
addition, compared to non-financial companies, the time frame for insur-
ance undertakings is even tighter as they face additional strict reporting
requirements under Solvency Il. In the end, excessive demands on com-
panies may foster a tick-boxing mentality, which would clearly under-
mine the goal to embed sustainability in companies' daily operations and
decision-making.

From the user's view, companies subject to the CSRD have lost the flexi-
bility, where to locate the sustainability statement, in order to address the
company’s most relevant stakeholder. With the sustainability statements
located in the management report, both professional and non-professional
stakeholders will have to search for the needed sustainability information.
In the end, there is a high risk of information overload of investors, pol-
icyholders, and other stakeholders.

Against this backdrop, the GDV highly recommends maintaining the
flexible location of the sustainability information for a transitional
period. Currently, companies can include their non-financial statements in
their annual management reports or publish them separately, e. g. on the
company’s website, up to six months after the balance sheet date.

In addition, we highly welcome the exemption of subsidiary compa-
nies from the reporting requirements of the CSRD as long its parent
company publishes a consolidated sustainability statement. This rule pre-
vents double reporting and fosters the efficiency of the future corporate
reporting system. Furthermore, we welcome that the CSRD covers EU
subsidiaries of non-EU companies and any non-EU companies listed on
an EU-regulated market. It is important to ensure one level playing field
and fair competition. Consequently, the harmonisation of international
SRS is an important mid-term goal to create a level playing field.

As to the publication language for subsidiaries, we believe that only Eng-
lish should be required. There should be no Member State option to re-
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quire the publication of the consolidated management report of the parent
undertaking in an official language of the Member State. It could be dis-
cussed whether via the ESAP technology could be implemented for an
automatic translation. Furthermore, from a timing perspective, the ex-
empted subsidiary should only be required to publish the consolidated
management report once the parent undertaking has published it.

2.3 Mandatory European Sustainability Reporting Standards (EU
SRS)

The GDV highly welcomes that the European Financial Reporting
Advisory Group (EFRAG) will provide the draft SRS for the European
Commission. The new Article 19b of the CSRD requires the European
Commission to take account of the technical advice of EFRAG when pre-
paring EU SRS.

For EFRAG to become an SRS drafter, EFRAG suggested creating a new
sustainability reporting pillar alongside EFRAG’s existing financial report-
ing pillar. The new pillar should have a robust governance structure and
due process reflecting its role in developing standards. It should integrate
a broader range of stakeholders than those traditionally involved in finan-
cial reporting, including a balanced representation of experts from na-
tional authorities, civil society, and the private sector.

Furthermore, the GDV highly welcomes the development of mandatory EU
SRS. The EU SRS are urgently needed to provide investors with compa-
rable “ready-to-use” and reliable ESG data to make sustainable in-
vestment decisions and fulfil their own reporting obligations.

However, as already mentioned, there is a high risk of information over-
load, complicating the data analysis for investors and imposing unneces-
sary costs on reporting companies. Instead of expanding the reported
information without a clear purpose, we need better sustainability
reporting. This idea of efficient reporting has strong implications for the
design of the EU SRS regarding proportionality and the materiality princi-
ple (see 2.4).

We highly welcome the development of proportionate reporting
standards for listed SMEs. At this point, we stress again that SME insur-
ers should also be able to use proportional sustainability reporting
schemes (see 2.1).

The voluntary use of proportionate SRS is an excellent opportunity for
non-listed SMEs to show their contribution to the sustainable transfor-

Pages
7/11



mation, which likely improves access to the capital market and to well-
conditioned insurance schemes. However, the EU Commission and EF-
RAG must learn from other's mistakes, as there is a high risk that pro-
portionate SRS for SMEs become too extensive. In the case of interna-
tional financial accounting standards (IFRS), the development of propor-
tionate IFRS for SMEs failed due to ever-expanding requirements.

The GDV highly recommends focussing on the most relevant sustain-
ability information in the development of proportionate reporting stand-
ards for SMEs — as already mentioned, focusing on the information needs
of FMPs.

The current CSRD proposal outlines a rather narrow understanding of
proportionality with an exclusive focus on the size of companies. In addi-
tion, proportionate reporting should also consider who are the relevant
stakeholders. In a nutshell, companies should only be obligated to re-
port sustainability information with a clear benefit for relevant stake-
holders. This point is particularly important for non-listed companies that
are no relevant investees (as defined in 2.1). In our view, these companies
shouldn’t be obliged to report information exclusively relevant to investors
because it creates unnecessary costs without providing clear benefits.
Against this backdrop, the GDV highly recommends shaping propor-
tionate reporting standards for non-investees that are no relevant in-
vestees to foster an efficient sustainability reporting system.

2.4 The clarification of the principle of the double materiality

The GDV welcomes the clarification of the principle of double materiali-
ty. Under the CSRD, an undertaking will have to report information neces-
sary to understand how sustainability factors affect the undertaking, and
information necessary to understand the impacts of the undertaking itself
on society and the environment. In order to enhance transparency within
the sustainability statements, minimum standards should be developed
within the EU SRS on how to conduct and disclose the individual materiali-
ty assessment.

In general, the principles-based approach is a particular strength of the
NFRD that should be maintained in the CSRD. Under the current regula-
tion, the non-financial statements must only contain material information
according to a company’s individual materiality assessment. This flexibil-
ity enables companies to better tailor their non-financial reporting to
the information needs of their stakeholders and prevents information
overload.

However, given other European regulatory initiatives in sustainable fi-
nance, we deem it essential that the sustainability reporting require-
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ments at the EU level are streamlined, as we currently face a misalign-
ment regarding the disclosure requirements under the EU Taxonomy, the
SFDR, and the CSRD. This means that a certain degree of standardised
information in the sustainability statements is needed. In detail, the Ger-
man insurers deem it necessary that the KPIs of the SFDR and the EU
Taxonomy Regulation are disclosed irrespective of the materiality princi-
ple. These KPIs would have to be covered by a sector-agnostic report-
ing level as proposed by EFRAG.?

2.5 The digitalisation of the annual report and management report
(xhtml format and tagging)

The GDV supports the initiative of the EU Commission to drive forward
sustainability reporting and digitalisation. From an investor's perspective,
this will bring many advantages: data that is easily accessible and free of
cost, in a standardised form, and allow for automated data feed and data
analysis to ensure cost-efficient analysis via the ESAP. From a preparer's
point of view, there will be mid- to long-term advantages when the ESAP
is in place. In general, companies, as data providers, are burdened by
frequent requests with different questionnaires to provide data to various
stakeholder groups. With the ESAP in place, these data users can easily
access published company data directly via the ESAP. Overall, the GDV
supports the ESAP as a comprehensive approach to centralise pub-
licly available data of companies.

Furthermore, the GDV welcomes developing sustainability reporting
and a single electronic reporting format together from the outset.
Only if both initiatives are aligned it should make the application more
manageable. The basis for such a transformation of reporting require-
ments depends on the development of digital taxonomies, long-term cov-
ering all published corporate reporting data. At the same time, the digital-
isation of company reporting is a serious challenge for reporting
companies that should not be underestimated. The GDV acknowledges
that there are many benefits to applying the requirements of article
19d CSRD directly for the first year of application. However, as there is a
rollout of the sets of the EU SRS over the years, the same should apply
for rolling out the digital taxonomy. According to article 19b CSRD, the first
set of the EU SRS would have to focus on the information needs of FMPs.
In addition, the GDV recommends analysing the possibilities of propor-
tionate measures and phase-in approaches for non-investees.

2 EFRAG’s recommendations to the European Commission for the elaboration of possible EU sus-

tainability reporting standards.
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2.6 External third-party assurance: obligation for limited assurance

Many insurance undertakings currently conduct voluntary assurance of the
non-financial statement’s content to strengthen their commitment towards
sustainability and to increase their transparency efforts in their communi-
cation. In line with overall support for stronger assurance to improve the
reliability of ESG information and to prevent greenwashing, the German
insurance industry supports a phase-in approach on limited assur-
ance. While investees should already be obliged from the beginning to
provide sustainability statements with limited assurance, non-listed com-
panies should be granted an appropriate transitional period in order to
have sufficient time for preparers as well as auditors to prepare for these
new requirements.

Furthermore, there should be no decision now to move automatically
to reasonable assurance. Given the significant cost difference, an as-
sessment should be made after the CSRD is up and running if such a
change is needed. The current legislative proposal makes the change to
reasonable assurance automatic if assurance standards for sustainability
reporting are defined. However, the decision to change from limited as-
surance to reasonable assurance should be separated from the develop-
ment of assurance standards for sustainability reporting. While the GDV
acknowledges that there are benefits to conduct reasonable assurance
from an investor's perspective, at this moment, the GDV considers rea-
sonable assurance to be too excessive from a cost-benefit point of
view. In particular, to non-investee insurance undertakings, reasonable
assurance would not be appropriate from a proportionality perspective.

Hence, the GDV would like to suggest another more proportionate
approach for non-investee insurance undertakings. The insurance
industry already has high standards for good governance and robust com-
pliance systems due to strict regulatory requirements in this highly regu-
lated industry. Even for the smallest insurance undertakings, strict control
functions under the Solvency Il framework (risk management, actuarial
function, compliance, internal audit) are already in place. Such internal
comprehensive control functions that work independently and profession-
ally can already guaranty a high degree of reliability, e. g. in sustainability
reporting. Frankly, an additional external third-party assurance of the sus-
tainability statement would not add any additional value to the sustainabil-
ity statements of insurance undertakings, compared to the non-financial
sector where there is anything comparable.

In addition, the German insurers highly welcome the option that mem-
ber states can open the assurance market to independent assurance
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service providers. Even conducting limited assurance is a challenge to
the capacity and technical ability of the current market for assurance ser-
vices. Also, the increased competition in sustainable reporting assurance
should help avoid market concentration and lead to competitive pricing
and better service. This decision could also help companies reduce the
expected high costs, which the assurance requirements will add.

2.7 Extension and clarification of the sanction regime within the Ac-
counting Directive (2013/34/EU)

The GDV welcomes a proportional approach for penalties with graduated
sanctions depending on the severity of infringements. This proportional
approach ensures fair competition for sustainable business models and
prevents greenwashing. At the same time, companies should not be afraid
to make minor mistakes, as they will happen, especially in the initial phase
of the application of the CSRD. Consequently, the public statement indi-
cating the legal entity responsible for the infringement could be appropri-
ate in cases of severe infringements to prevent negative reputation spill-
over for companies in the downstream value chain, such as insurance
undertakings. Finally, a sanction regime should provide sufficient incen-
tives for companies to establish a functional governance structure. Hence,
whether public statements should include the natural person responsible
for the infringement is questionable.

Berlin, 04.06.2021
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