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Background
Entities subject to the Corporate Sustainability Reporting Directive (CSRD) will have to report according to the (industry) sector-agnostic European Sustainability Reporting Standards (ESRS) for the first time in financial year 2024 (first reports due in 2025).

The CSRD will be an important source of environmental, social and governance (ESG) data which will be directly available from each entity. 

Under the CSRD, entities are also required to tag sustainability information against the Digital Taxonomy, to be developed for this scope. In August 2024 the European Financial Reporting Advisory Group (EFRAG) published the ESRS Set 1 XBRL Taxonomy, which will be the basis for the European Securities and Market Authority (ESMA) to develop the Regulatory Technical Standards, and for the European Commission (EC) to carry out an impact assessment. Considering all the necessary steps in this procedure, the adoption of the Digital Taxonomy is expected in 2025.

To allow efficient access to these data points, the EC has launched the European Single Access Point (ESAP) project, a huge database containing public reporting - including the CSRD data sets. 
In addition, sector-specific ESRS are being developed to provide guidance on applying the sector-agnostic ESRS, as well as to propose new disclosure requirements. Sector-specific ESRS on high-risk industries should be delivered by the EFRAG to the EC in November 2025. Sector-specific ESRS on other industries (including the financial sector) should be delivered by EFRAG to the EC in November 2026. The EC should adopt the sector-specific ESRS in June 2027, for application as of 2028. 

Issues with the current framework
The implementation of sector-agnostic standards involves significant costs to the industry. The recently published report on EU competitiveness recognises this, arguing that the EU’s sustainability reporting and due diligence framework is a major source of regulatory burden, magnified by a lack of guidance to facilitate the application of complex rules and to clarify the interaction between various pieces of legislation. The report goes as far as to suggest that further changes in this framework, including sector-specific reporting standards required by the CSRD, may raise compliance costs. It is estimated that entities will have to report between 190 and 823 CSRD data points. 

In addition, the tagging of sustainability data in line with the XBRL Taxonomy will also constitute a significant source of costs for all reporting entities. Excessive reporting requirements increase the risk that companies perceive sustainability as a mere box-ticking exercise.

Beyond the cost of implementation, unclear definition and requirements in the sector-agnostic standards also pose a significant challenge. For example:
· The language used in the CSRD and ESRS texts do not always and consistently allow to understand which disclosure or application requirements apply to the own operations or the value chain of financial institutions, generating confusion and uncertainty among preparers. 
· For certain environmental reporting (e.g. ESRS E1 Climate Change), the ESRS extend the financial control scope to the operational control scope, without defining clear criteria where operational control is given. Instead, the ESRS should consider the actual power to influence emissions when defining operational control in the scope 1 GHG emissions. Hence, the reporting would be a more efficient and steering tool to reduce emissions, as companies would have action levers for it.

Recommendations for the way forward 
These multiple and evolving reporting requirements, as identified in the previous section, can undermine the ultimate objectives of the CSRD and wider EU sustainable finance framework. Hence, Insurance Europe provides the following recommendations: 

1. Any changes to the framework shall consider the EC’s overall goal of reducing the reporting burden on companies by at least 25%. Therefore, focus should be on effective implementation of ESRS sector-agnostic standards, as they already provide comprehensive and granular enough reporting contents from insurers. The sector-agnostic standards should be assessed after at least two reporting cycles for important gaps; limited sector-specific standards could be developed to fill important gaps, if any. This approach would align with the pursued reduction of the reporting burden.    
2. EFRAG should stop the development of ESRS sector-specific standards and should instead aim to assist companies in implementing the sector-agnostic requirements. A reasonable period of time to gain experience in the application of sector-agnostic standards for sustainability reporting  before assessing the need for additional data and setting up sector-specific standards is needed. If/when sector-specific standards are developed, they should be kept to a minimum, and they should be subject to a materiality assessment like the ESRS sector-agnostic standards.  
3. Further simplifications of sector-agnostic standards, with an initial focus on climate-related information, should be fostered.
4. The new Digital Taxonomy rules (under development) to allow the marking up ('digital tagging') of the ESRS sustainability statement in the machine-readable XBRL format should be actionable and avoid excessive adaptation costs for companies. Therefore, a gradual implementation of this tagging is recommended, prioritizing the information needed by users (like climate), and/or the information necessary for financial institutions to comply with PAI reporting under Sustainable Finance Disclosure Regulation (SFDR). Additionally, the digital tagging obligation should not be applied to non-listed companies, which should be allowed to comply on a voluntary basis only.
5. Any implementation guidance developed by EFRAG, including on transition plans, should only address reporting practices, and not add disclosure requirements or prescribe contents not required by the ESRS.
6. Duplication of reporting should be avoided. A more effective and coherent EU sustainable finance framework could be attained by increasing coherence between the SFDR and the CSRD-ESRS. As such, while product level disclosures should be covered by the SFDR, entity level disclosures should mainly be covered by the CSRD, except if FMPs are not subject to the CSRD or if the information required in SFDR is not covered by the ESRS.
7. While consistency is paramount in addressing both sustainability risk plans (amendments to article 44 Solvency II Directive) and net-zero transition plans (under CSRD), (re)insurers advocate for a clear regulatory separation between sustainability risk plans and net-zero transition plans due to their distinct focuses, i.e. prudential aspects and GHG emissions respectively.
8. To adequately reflect their structure and capabilities, and create a level playing field, Small and Non-Complex insurance Undertakings (SNCUs) should be subject to the same simplified reporting standards as Small and Non-Complex Institutions (SNCIs). SNCUs should also be allowed to apply the simplified ESRS for listed small medium enterprises (LSME standards) instead of the ESRS full reporting - starting from the financial year beginning on or after 1 January 2026.  

Insurance Europe is the European insurance and reinsurance federation. Through its 37 member bodies — the national insurance associations — it represents all types and sizes of insurance and reinsurance undertakings. Insurance Europe, which is based in Brussels, represents undertakings that account for around 95% of total European premium income. Insurance makes a major contribution to Europe’s economic growth and development. European insurers pay out over €1 000bn annually — or €2.8bn a day — in claims, directly employ more than 920 000 people and invest over €10.6trn in the economy.
image1.png
w* jnsurance

\
N

W europe





