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01 ” CSRD Introduction
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Substantial development of reporting

Key changes under the CSRD include a larger number of affected companies, the specification of double
materiality, more extensive reporting content, and increased reporting depth and assurance requirements.

Corporate Sustainability
Reporting Directive (CSRD)

The Corporate Sustainability Reporting
Directive (CSRD) strengthens the rules
about the social and environmental
information that companies have to
report.
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European Sustainability
Reporting Standards (ESRS)

The European Sustainability Reporting
Standards (ESRS) are a series of
delegated acts prepared by the EU to
specify reporting requirements under
the CSRD.

Influenced by
GRI, SASB,
- ' TCFD...

EU Commission Omnibus
proposal (as of Feb 26, 2025)

The Omnibus Directive (COM (2025) 80,
approved in April 2025 and COM (2025)
81, proposalin review) simplifies
sustainability reporting requirements
for companies.
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02 ” GRC overview and requirements
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Key Elements of Governance, Risk & Compliance (GRC)
Central structure that incorporates three main elements for continuous oversight.

Governance, Risk & Compliance (GRC)

Acts as the overarching framework that aligns ICS, RMS, and A to ensure ESG goals are met with integrity, continuous oversight, and accountability.

Internal Control System (ICS)

Supports ESG by embedding controls that
ensure accurate reporting, regulatory
compliance, and prevention of fraud or
environmental/social violations.
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RMS

ICS

GRC

Compliance

Risk Management System (RMS)

Helps identify and manage ESG-related
risks such as climate impact, human rights
issues, and reputational exposure through a
structured approach.

Internal Audit (IA)

Provides independent assurance on ESG
processes, evaluating the effectiveness of ICS and
RMS while highlighting areas for improvement.

GRC Espresso 7



CSRD | ESRS 2 - General disclosures
ESRS 2 delineates both cross-cutting and specific sustainability reporting disclosures, including company
characteristics, operational insights, and sustainability impact assessments.

Deloitte 2025

ESRS 2 content and scope

The ESRS 2 standard sets out general disclosure requirements that apply to all companies regardless of their sector or activity and
are valid for all topical ESRS.

Basis for . . . . . . .
T . BP-1to BP-2 Provides an overview of how and on what information basis the information was created.
i

e T ee————— S
GOV-1 to
GOV-5 Reports on governance processes, particularly as they relate to sustainability issues.
. N . . Today’s
Strategy SislEbiersis el Describes sustainability strategy and creates an overview of stakeholder interests.
focus
— — e —————————— S

Impact, risk and |IRO-1 to IRO-2,
opportunity mgt. l§ MDR-P, MDR-A

Describes the processes of materiality analysis and the analysis of the results.

—

MDR-M, MDR-T Represents the list of data points for sector-agnostic standards.

Source: Euro n Sustainability R rtin
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https://finance.ec.europa.eu/regulation-and-supervision/financial-services-legislation/implementing-and-delegated-acts/corporate-sustainability-reporting-directive_en

ESG GRC coverage

GRC integrates all ESG matters, ensures compliance, and transforms them into actionable, measurable, and

auditable business practices

CSRD(incl. | CBAM2
Double P
Materiality

Analysis)’

GHG SCDDA | ! Circular | |  EUBattery
Protocol& | (LKSG)* Economy : :  regulation®
Scope3® i . ActionPlan® |

Risk Identification

Process stabilization

Regulatory compliance

Reputational protection

GRC enables comprehensive coverage
and support across all ESG topics

Climate | TCFD®/
transition i TNFD?®
plan’ :

-

1) Corporate Sustainability Reporting Directive,2) Carbon border Adjustment mechanism 3) GHG protocol, 4) Supply Chain Due Dilligence Act, 5) Circular economy action plan, 6) EU Battery regulation, 7) Climate Transition Plan, 8) Task Force on Climate-Related Financial Disclosures,

9) Taskforce on Nature-related Financial Disclosures,

Deloitte 2025
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https://esrs-nachhaltigkeitsberichterstattung.de/en/esrs/generelle-standards/esrs-2
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32023R0956
https://ghgprotocol.org/
https://www.gesetze-im-internet.de/lksg/BJNR295910021.html
https://environment.ec.europa.eu/strategy/circular-economy-action-plan_en
https://eur-lex.europa.eu/eli/reg/2023/1542/oj/eng
https://www.cdp.net/en/climate-transition-plans
https://www.fsb-tcfd.org/
https://tnfd.global/tools-platforms/nature-biodiversity-risk/

02 || beep Dive - Internal Audit
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Standards for the audit of sustainability statement

ISAE 3000 (Revised) and ISSA 5000 applies to sustainability statements within the corporates management report.

@

IDW EPS 352 (08.2022)

Audit of the content of the non-financial (group)
statement as part of the audit of the financial
statements
Basis: IDW PS 350 n.F. (10.2021)

OR
IDW EPS 990 (11.2022)

Reasonable assurance engagement to obtain
reasonable assurance about the content of the non-
financial (group) reporting outside the audit of the
annual financial statements
Basis: ISAE 3000 (revised)

OR

IDW EPS 991 (11.2022)

Engagement to obtain limited assurance on non-
financial (group) reporting outside the audit of the
financial statements
Basis: ISAE 3000 (revised)

ISAE 3000 (Revised)

International Standard on Assurance
Engagements 3000 (Revised)
Assurance Engagements other than
audits or reviews of historical financial
information

AND

IDW Audit note

Consideration of national and, if
applicable, European particularities in
an auditor's report

ISSA 5000

International Standard on
Sustainability Assurance 5000
General Requirements for
Sustainability Assurance
Engagements

EU Standard

The Commission shall, by October 1,
2026, adopt delegated acts to
establish standards for the limited
assurance procedures to be
performed by the statutory auditor and
the audit firm(s) for their conclusions
on the sustainability reporting
assurance engagement, including
engagement planning, risk
considerations and risk response, and

L..].

Source: ISAE 3000 Revised - for IAASB.pdf (ifac.org)
ISSA 5000 | IAASB

Deloitte 2025 GRC Espresso 11


https://www.ifac.org/_flysystem/azure-private/publications/files/ISAE%203000%20Revised%20-%20for%20IAASB.pdf
https://www.iaasb.org/publications/international-standard-sustainability-assurance-5000-general-requirements-sustainability-assurance

DEEP DIVE | ESG audit scoping

ESG Audit scoping should be performed based on non-financial information derived from the sustainability
statement, reported datapoints, strategic KPls and double materiality assessment.

@

ESG AUDIT SCOPING EXAMPLE

PRIORITIZATION
1. Step KPI/ datapoints scoping . ¢ %
e " sesesssssasssssssssssssasaunns
® o o : TAKE AWAY

e °, —>- High priority target
el et . e +  Evaluation of the strategic
KPI/ datapoint(DP) : : i g ) 8 : ° : . - : objectives and targets incl. actions
i > DMA targettimeline, ——» = ——»: Medium priority target :
_ GUETV e : : etc.) and status
. ‘ _’g ''''' I.-";.‘;\;I';:i.;;;;.y"t.a.:g.;; ..... ; . Definition of relevant targets and
...................................... : disclosure requirements
2. Step entity scoping * Identification of relevant entities in
PRIORITIZATION
o scope
T T L P PP PP P P P P PP PP PP PP PP PN, . TP T T TP T PP PP P PP PP PP PP P PP PP PN, . L b —}: High priority entity : N . ers .
: : :  Quantitative (e.g., ¢ o ® N Definition of relevant entities
: ] . e .
. . : : Scc?pe?, etc.) an.d ; i s : - Analysis and prioritization of high,
Entityoverview  :—# qualitativemapping =~ - —— ¥ Medium priority entity : medium and low targets/ datapoints
(e.g., media : ° .
e . S — : and entities
i  Low priorityentity  :
T L

Deloitte 2025 GRC Espresso

12



02 ” Deep Dive — Internal Control System
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Potential approach on updating the internal control system in line with CSRD requirements

A six-step approach facilitates to translate ESG disclosure requirements into internal controls.

———
-

Define the ESG ICS
target picture, incl.
the desired control
level (management
VS. process controls)

Deloitte 2025

—_

Determine the
maturity level of the
established ICS
regarding the desired
control level

-~
-

GOAL - IMPROVEMENT OF THE ESG ICS TO ENSURE CSRD REPORTING RELIABILITY

- —
-

Analyze set
of disclosure
requirements (DR) to
be reported externally

e

=
—_—

Develop a clustering
and extension
concept based on
the reported DR and
maturity level

\~——

=
-

Design and extend
ESG controls for
each clusterinline
with CSRD to ensure
robust reported data

-
-— -

= ==
—_—

Implement 'new' ESG
controls, incl. roll-
out testing

GRC Espresso



DEEP DIVE | Potential CSRD ICS approaches

On a way towards a reliable CSRD reporting, the selection of a CSRD ICS approach is essential.

APPROACH OPTIONS

No CSRD ICS

CONTROL FOCUS

No CSRD ICS

ADVANTAGES

Initially less effort

DISADVANTAGES

Uncovered risks/ white spots
within the CSRD reporting
process

No reliability on the non-
financial reporting process

High-Level CSRD ICS
on central level

Focus on management

level controls and selected risk-

based process level controls

Creation of a central CSRD
control set

Initially less CSRD controls to
design and implement (focus
on central level)

Uncovered risks within the
CSRD reporting process on
local/ entity level
Communication effort to the
control performer

Full CSRD ICS
on central and
decentral level

Management and
Process level controls

Creation of a companywide
CSRD control set
Initial full ESG ICS concept

High effort within the design
and implementation of
process controls on central/
decentral level

High communication effort to
the local control performer

Deloitte 2025
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02 ” Deep Dive — Risk Management System
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ESG risks management — an overview

Analyzing synergies among the core concepts while consolidating impacts, risks, and opportunities in an overall

ESG risk management.

ESG RISK

MANAGEMENT'

AN~

ESRS 2 |IRO-1

* |dentify, assess, and
monitor ESG risks and
opportunities.

* Identifyand/or
implement measures to
mitigate ESG risks.

1) CSRD-required activity and/or disclosure.

DOUBLE
MATERIALITY
ASSESSMENT'

AN~

ESRS 1

Identify ESG impact,
risks and opportunities
(IROs).
Considerinside-out
(impact materiality) and
outside-in perspective
(financial materiality).

CLIMATE
SCENARIO
ANALYSIS'

AN~

ESRS 2 E1IRO-1

* ldentify climate-related
impacts, physicaland
transition risks and
opportunities.

* Assesstheidentified
IROs within different
climate-related
scenarios.

CURRENT &
ANTICIPATED
FINANCIAL
EFFECTS'2

AN~

ESRS 2 SBM-3 §48 and
ESRS2E1-9
Evaluate financial
impacts of current
sustainability issues.
Determine financial
effects of potential ESG

risks and opportunities.

RESILIENCE
ANALYSIS'

AN~

ESRS 2 E1 SBM-3

Assess company’s
readiness for future
sustainability
challenges and risks.
Analyze company’s
readiness for future to
realize sustainability
opportunities.

2) This slide focuses on the current and anticipated financial effects related to the 'E1 Climate' guidelines under the CSRD. There are also potential current and anticipated financial effects for other CSRD standards, such as E4.

Deloitte 2025
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03 “ Moving regulatory landscape
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Omnibus package on sustainability | Key takeaways

The European Commission has adopted the first Omnibus Packages to reduce administrative burdens, including
proposals to simplify the CSRD among other sustainability regulations.

Adopted changes

Proposed changes

and the European Parliament':

* Postpone the implementation of reporting requirements for large companies
and listed SMEs (waves 2 and 3) by two years.

* The EU member states have until 31 December 2025 to transpose the EU
directive into national law.

* In Germany, the transposition is pending on the general transposition of the
CSRD into national law.

* Approval of the “Stop-the-clock” Directive by the Council of the European Union .

Announcementof a “Quick Fix” Delegated Act?

* Removal of phase-in reporting requirements for wave 1 companies preparing
their second ESRS sustainability statementin FY2025

Reporting requirements to only apply to large undertakings with >1000 employees and
either a turnover>€50m or a balance sheet total > €25m?

Commitmentto revise ESRS in orderto reduce number of data points:
* Astrongerfocus on quantitative datapoints is to be expected?®

* Thedelivery of the technical advice regarding the amendment of the ESRS Set 1
to the European Commission bythe EFRAG is planned until the 315t of October
20254

No adoption of sector-specific reporting standards?®
No future introduction of reasonable assurance requirement®

Limitation on information that can be requested from the value chain (from
companies <1000 employees)3

resultin annual administrative cost savings of approximately EUR 6.3 billion and mobilise an additional EUR 50 billion in public and private investment capacity to

@ The goal is to achieve at least 25% reduction in administrative burdens, with a special focus on SMEs where the reduction target is 35%. The proposalis expected to

support policy priorities.®

1Councilofthe EU | Press release 2 Committee on Legal Affairs Ordinary Meeting , 18:01  3COM(2025)81
Deloitte 2025 4 EFRAG launches a public call forinput on ESRS Set 1 Revision ~ °Press release Feb 26, 2025 GRC Espresso

~

19


https://www.consilium.europa.eu/en/press/press-releases/2025/04/14/simplification-council-gives-final-green-light-on-the-stop-the-clock-mechanism-to-boost-eu-competitiveness-and-provide-legal-certainty-to-businesses/
https://multimedia.europarl.europa.eu/en/webstreaming/committee-on-legal-affairs-ordinary-meeting_20250513-1430-COMMITTEE-JURI
https://www.efrag.org/en/news-and-calendar/news/efrag-launches-a-public-call-for-input-on-esrs-set-1-revision
https://ec.europa.eu/commission/presscorner/detail/en/ip_25_614

Proposed changes to European Sustainability Reporting
Overview of implications for companies.

First reporting on FY 2024 FY 2025 FY 2026 FY 2027 FY 2028
Wave 1 companies (delayed national
Wave 1 companies - : panies ( : & : Wave 2 companies Wave 3 companies
implementation)

Pending inconsistencies between y Companies with: %Wave 3 companies would be out of
COM (2025) 80 (approved in April * over 1,000 employees (instead of scope for CSRD
2025) and COM (2025) 81 (proposal in 250) AND (previously: listed SMEs, small and

review until approx. October 2025) « over EUR 50 million net turnover non-complex credit institutions and

«  According to COM (2025) 80 OR captive insurance companies with
the existing obligations from + over EUR 25 million balance sheet : over ;%;mgéog::s AND/OR
wave 1 (PIEs with more than 500 Requirements for employees and Z‘,’\IGIS/OR 700,000 net turnaver
employees) will remain® - Article either turnover or balance sheet

5(28) from CSRD is not changed have to be fulfilled (instead of two out over EUR 350,000 tOt,al assets, if
g two of the three requirements are

«  According to COM (2025) 81, of three) met)
Article 5(2a) from CSRD is deleted
which means no wave 1

©
o
o
o
n
<
o
=
@©
1o
[o%
o
<

First phase of application of the
CSDDD have been postponed by one

year
o -
= No changes proposed Postponed: . 9‘0;;,7,07 CSRD “formally2” postponed:
“E’ From FY 2025 to FY 2027 S/ From FY 2026 to FY 2028
= CSDDD from July 2026 to July 2028

1 Large public-interest companies with over 500 employees that are already subject to the Non-Financial Reporting Directive (NFRD)
Deloitte 2025 2 Postponed for two years, but wave 3 companies would be out of scope of CSRD GRC Espresso



Moving regulatory landscape requires us to react flexible to changes
Key Benefits of GRC for companies by incorporating ESG in ICS, RMS and IA.

Deloitte 2025
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- 8

GRC and CSRD stability — Strengthens existing processes, ensures consistency,
and enhances the reliability of sustainability reporting by analyzing overall ESG risks

Data quality and industry benchmarking — Improving accuracy and consistency of
ESG data allows for better comparison

Long-term reliability — Establishes a solid framework for sustainable risk
management, enhancing resilience and future-proofing the organization

Employee awareness — Fostering proactive engagement with sustainability
requirements

Reduced external audit findings and risk mitigation — Addressing
compliance requirements and risks proactively attracts shareholders

GRC Espresso 21
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+49 152 5793 2159
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Sustainability &
Climate

Senior Consultant zschindler@deloitte.de
+49 151 1488 0744

Senior Consultant

trennenberg@deloitte.de
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