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The EU Taxonomy came into force on 12 July 2020 and offers a classification system for companies
and investors to determine whether an economic activity is ‘green’ or not.
For the reporting year 2021, companies will have to present the proportion of Taxonomy-eligible and
Taxonomy non-eligible activities in their total CAPEX, OPEX and turnover. For the reporting year
2022 and onwards, companies will have to disclose their taxonomy alignment on these metrics.

The Timeline
Dec
2021

April
2021

Corporate Sustainability Reporting
Directive (CSRD) communicated by
EU Commission

Who should disclose?
All companies
required to provide a
non-financial statement
under the Non-Financial
Reporting Directive (NFRD)*
* Currently

this includes large
PIEs of 500+ employees. The
CSRD will replace the NFRD and
will include all large companies
(meeting at least two criteria of:
250+ employees, EUR 40m
turnover, EUR 20m assets) and
will come into effect as from
reporting year 2023.

Remaining four
delegated acts
published

Q1
2022

Q1
2023

Disclosures for activities
related to climate change
mitigation and adaptation

Disclosures for activities
related to all six
environmental objectives

How and what to disclose?
Identify eligible activities against the
classification system

Test for alignment based on the Technical
Screening Criteria, DNSH criteria, and compliance
with minimum social safeguards

For eligible
and aligned
activities

Turnover %
CAPEX %
OPEX %

Did you know…
Additional screening criteria
for No Significant Impact
(NSI) and Significant Harm
(SH) are to be developed

Additional granularity within
screening criteria ‘Shades of Green’
might be added (e.g. levels of
performance vs ‘in or out thresholds’)

Additional delegated acts on social
aspects are expected: from compulsory
dictionary for ‘E’ to dictionary for ‘E+S’
‘social taxonomy’
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Key implementation challenges
Let's start with the silver lining of this daunting task – most large companies that are first in line to comply
with the regulation have already invested millions of euros and years in building a set of internal controls
over financial reporting (ICOFR). Now the same rigor and discipline can be applied to the ESG reporting
framework. Of course, significant challenges remain, such as:
CFO / Head of (ESG)
reporting
How to identify and assess ESG
reporting risks to which controls
can be applied?

Head of Sustainability
How to ensure that ESG
reporting truly reflects the
sustainability ambitions and
results?

Head of Internal
Control

Head of Internal Audit

How to design and implement
controls that will ensure robust
ESG reporting?

How to plan for ESG audits
without duplicating the work of
our assurance provider?

CEO

Head of Compliance

How to ensure the ESG
information we share with our
investors is trustworthy?

How to ensure we comply with
ESG regulations in multiple
jurisdictions?

KPMG can help you meet these challenges
1. Align objectives
with processes

Align company sustainability objectives and strategy with underlying business activities
 Assess the alignment between the company's key business activities and its sustainability objectives,
strategy and culture and recommend adjustment if needed
 Value for you: Further alignment of reporting and strategic objectives and supportive culture
Design and implement an ESG reporting process that complies with EU Taxonomy requirements

2. Design & implement  Identify eligible and aligned business activities, develop a process to collect data, perform
calculations and report this information
 Value for you: Regulatory compliance and a robust reporting process

a process

3. Operationalize risk
management

4. Internal audit

5. Training

Operationalize risk management of material KPIs that are subject to disclosure and assurance
 Identify underlying business processes and IT systems
 Perform risk assessment, design and implement and monitor applicable controls
 Value for you: Transparency on ESG risks & controls to senior management and
assurance provider
Perform internal audit of ESG reporting process
 Assist Internal Audit functions in planning and executing audits on ESG
 Value for you: Fulfilling a key strategic imperative for the company
Impart training and educate all the employees
 Provide training to company in-house Risk, Control, and Audit professionals
 Conduct awareness training to senior management
 Value for you: Upskilling co-workers and raising awareness over
importance of ESG
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Disclaimer
The information contained herein is of a general nature and is not intended to address the circumstances of
any particular individual or entity. Although we endeavour to provide accurate and timely information, there can
be no guarantee that such information is accurate as of the date it is received or that it will continue to be
accurate in the future. No one should act on such information without appropriate professional advice after a
thorough examination of the particular situation.
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