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In February 2025, the European Commission proposed a series of amendments (generally 
referred to as Omnibus I) to the EU’s Corporate Sustainability Reporting Directive (CSRD) and 
Corporate Sustainability Due Diligence Directive (CSDDD) as part of the EU’s simplification 
agenda.  

These changes have recently been finalised and will take effect in March 2027.   

Our Note below sets out what we consider to be the Top Ten Things which in-scope entities should 
think about in relation to these changes.  

Background 

(A) The Corporate Sustainability Reporting Directive (CSRD)  

The CSRD is a core component of the EU’s sustainable finance agenda, which aims to 
promote the taking of ESG considerations into account when making investment decisions, 
leading to more long-term investments in sustainable economic activities and projects.   

To facilitate this, the CSRD requires in-scope entities to include in their management reports 
information: 

 on their impact on sustainability matters; and  

 the impact that sustainability matters have on their development, performance and 
position (referred to as double materiality).   

The CSRD itself sets out the general requirements of the disclosure obligation, with the 
detailed requirements being set out in a series of European Sustainability Reporting 
Standards (ESRS).   

(B) The Corporate Sustainability Due Diligence Directive (CSDDD) 

Alongside the CSRD, the CSDDD requires in-scope undertakings to identify, assess and 
address actual and potential human rights and environmental harms across their operations 
and supply chains, and provides for sanctions where they fail to do so.  
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(C) The EU Simplification Agenda and the Omnibus Proposals 

The Commission’s Competitiveness Compass, designed to implement the conclusions of the 
Draghi Report, sets out specific horizontal enablers. One of these is “simplifying the regulatory 
environment, reducing burden and favouring speed and flexibility”.   

This is being given effect through a series of omnibus packages - the first of these (‘Omnibus 
I’) was published in February 2025 and concerned sustainable finance rules, the carbon 
border adjustment mechanism and investment.   

From a CSRD perspective, Omnibus I contained two draft directives  

 the Stop the Clock Directive which postpones the application of CSRD reporting 
requirements for companies that were due to report in 2026 and 2027 (so-called wave 
2 and 3 companies) by two years and which postpones the transposition deadline and 
the first wave of application of the CSDDD by one year to 2028.  

The Stop the Clock Directive came into force in April 2025 and was to be transposed 
by each of the Member States before the end of 2025; and 

 the Content Directive, which proposes a more extensive amendment of the CSRD and 
the CSDDD.   

The Content Directive has now been published in the Official Journal, will enter into 
force on 16 March 2026 – it must be transposed by each of the Member States by 
19 March 2027.  

For our summary of the Omnibus I and II packages, see here. 

The Top Ten Changes made by the Content Directive  

1. Undertakings in Scope 

The CSRD was originally applicable to all large undertakings (wave 2) and to listed SMEs (wave 
3).   

Under the Content Directive, only undertakings with a net turnover of more than EUR 450M 
and more than 1,000 employees will be in scope.  An equivalent change will be made to the 
scope of parent undertakings, which now must be the parent of a group which on a 
consolidated basis exceeds EUR 450M turnover and 1,000 employees.  

The reasons given for this change in scope are that such large undertakings, groups and 
issuers are the most consequential in terms of ESG impacts, and also that they are the most 
able to absorb the costs associated with ESG reporting.   

In order to ensure internal consistency, the obligation for these Wave 2 and 3 undertakings to 
report information on key intangible resources and their role in the undertaking’s business 
model and value creation will also be removed.   

https://commission.europa.eu/topics/competitiveness/draghi-report_en#paragraph_47059
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L_202500794
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L_202600470
https://www.simmons-simmons.com/en/publications/cm7t8e62g00bguxuc0p5n85os/the-eu-omnibus-i-and-ii-packages
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Finally, the Content Directive notes that undertakings below the new thresholds are free to 
report on a voluntary basis, using the standards referred to below (the Voluntary Reporting 
Standards). 

2. Third Country Undertakings 

As regards third country entities (sometimes called Article 40a undertakings), the Content 
Directive again increases the existing thresholds so that the only entities in scope are those 
with EU-based turnover of more than EUR 450M (increased from EUR 150M) and with either: 

 an EU subsidiary with a net turnover of more than EUR 200M (previously: a subsidiary 
which was itself a large undertaking); or 

 an EU branch with a net turnover of more than EUR 200M (previously EUR 40M). 

3. Value Chain Cap 

In terms of value chain reporting the Content Directive notes that undertakings in reporting 
entities’ value chains (including SMEs) receive disproportionate requests for information.  On 
this basis, the Content Directive introduces protections for such undertakings, provided that 
they have less than 1,000 employees (referred to as protected undertakings): 

 reporting undertakings will be allowed to rely on a self-declaration issued by 
undertakings in their value chain for the purpose of determining the size of those 
undertakings.  This will not apply where the reporting entity knows or can reasonably 
be expected to know that the information is incorrect; 

 reporting undertakings are then prohibited from requiring information exceeding that 
specified in the Voluntary Reporting Standards from a protected undertaking; and 

 in order to ensure the effectiveness of this relief, a reporting undertaking which 
chooses to request additional information from a protected undertaking will be 
required to inform it of which extra information is requested and of their statutory right 
to decline to provide it.  

At the same time, the Content Directive places the following limits on the value-chain cap: 

 it should not prohibit the sharing of information on a voluntary basis, such as 
information that is commonly shared among undertakings in a given sector; 

 it should not affect any obligation that might exist, whether contractually or under 
Union or national law, to provide information that does not exceed the information 
specified in the voluntary standard; and 

 it should only apply to information gathering carried out for the purpose of CSRD 
reporting and does not affect other EU requirements to conduct a due diligence 
process or information gathering carried out for any other purpose, such as for the 
reporting undertaking’s risk management. 
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4. Specific Exemptions from Reporting 

The Content Directive introduces new specific exemptions to the disclosure requirement: 

 where the disclosure of sustainability information could seriously prejudice the 
commercial position of an undertaking; 

 where the information to be disclosed comprises intellectual capital, intellectual 
property, know-how, technological information or the results of innovation that would 
qualify as a trade secret; 

 where the information is classified information; 

 information that is to be protected from unauthorised access or disclosure pursuant 
to other EU or national laws; 

 information which would be prejudicial to the privacy of natural persons or to the 
security of natural or legal persons. 

5. ESRS 

As noted elsewhere, a major part of the simplification of the CSRD will be the simplification 
of the reporting standards – the ESRS.  The Content Directive commits the Commission to 
adopt a delegated act making the following changes to the ESRS: 

 removing datapoints deemed least important for general purpose sustainability 
reporting; 

 prioritising quantitative datapoints over narrative text; 

 further distinguishing between mandatory and voluntary datapoints; 

 providing clear instructions on how to apply the materiality principle in order to ensure 
that undertakings are only required to report material information; 

 improving consistency with other pieces of Union legislation; and  

 taking account, to the greatest extent possible, of interoperability with global 
sustainability reporting standards.  

In addition, the Content Directive confirms that there will be no sector-specific ESRS as 
envisaged in the original CSRD.  

Finally, on the basis that listed SMEs have been removed from the CSRD’s scope, the ESRS 
will not require reporting undertakings to obtain from undertakings in their value chain that 
have up to 1,000 employees any information that goes beyond the information to be disclosed 
pursuant to the Voluntary Standards. 

6. Group Restructures 

The Content Directive provides an important clarification on the application of the CSRD to 
groups whose composition changes during a financial year due to acquisitions or disposals.  
In such cases, the parent undertaking can postpone the sustainability reporting for such a 
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acquired or merged undertakings to the subsequent financial year, and similarly, a parent 
undertaking may elect not to include the sustainability information of an undertaking that left 
the group in the consolidated management report. 

7. Voluntary Standards 

The Commission is given a mandate to adopt the Voluntary Standards, which can be used by 
protected undertakings if they wish to report.  In the meantime, such undertakings can use 
the existing standards which are based on the voluntary standard for SMEs (VSME) developed 
by EFRAG. 

8. Requirements for Audit Firms 

Audit firms intending to carry out the assurance of sustainability reporting will no longer have 
to meet standards that are equivalent to firms that audit financial statements. 

Instead, such firms will be required only to designate at least one key sustainability partner 
who meets the requirements for the purposes of approval and who is approved as statutory 
auditor in the Member State concerned. 

9. Assurance Standards 

Originally, the Commission was to adopt standards for the limited assurance of sustainability 
reports by 1 October 2026.  In light of concerns raised by audit firms, this deadline has been 
postponed to 1 July 2027.  

Similarly, the Commission was due to adopt reasonable assurance standards by 1 October 
2028.  This requirement has been removed altogether, in order to avoid an increase in audit 
costs. 

10. CSDDD 

In addition to increasing the CSRD thresholds, the Content Directive also increases the 
thresholds for entities to come within the scope of the CSDDD.  These are: 

 turnover of EUR 1.5B (previously EUR 450M); and 

 5,000 employees (previously 1,000). 

Similarly, the thresholds for companies that have entered into franchising or licensing 
agreements have been raised to EUR 75,000,000 (previously EUR 22.5M) with regard to 
royalties and EUR 275,000,000 (previously EUR 80M) with regard to turnover. 

Conclusion  

The changes to the CSRD and CSDDD set out in the Content Directive will significantly reduce the 
number of entities in scope and subsequent changes to the ESRS will reduce the complexity of the 
reports to be prepared by the remaining undertakings.   
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