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SHORT JUSTIFICATION
l. Introduction

CSR has over the years developed into a successful way of creating value that contributes
both to business goals and society via companies’ increased consideration of long term
environmental and societal challenges. Europe is the region in the world where most
companies have signed up for the UN Global Compact, for which companies submit annual
reports on their CSR activities.

The rapporteur of the ITRE report is of the opinion that non-financial disclosure, such as
companies' disclosure of CSR strategy shall remain business-driven. CSR efforts and CSR
reporting shall be focused on issues that are key to company strategy, and complement
company strategy rather than a bureaucratic exercise. Companies are different, and are
themselves best placed to determine which issues and initiatives are the most relevant for their
CSR activities.

The rapporteur welcomes the commission's proposal as a way of promoting transparency and
addressing fragmentation and the different demands companies face in Europe when reporting
on non-financial activities to stakeholders.

I1. Explanation of amendments
1) Comply/explain

To address transparency and fragmentation issues for stakeholders regarding which
frameworks companies use, what topics they report on and where stakeholders can find their
reports, the rapporteur believes it is sufficient that reporting is applicable for companies that
have CSR strategy, to disclose their CSR activities in the annual report. Furthermore, to keep
CSR business driven and motivate companies to engage in CSR as an integrated part of their
business strategy, a long a long list of politically chosen categories will represent
administrative burden, which will not add value to companies (that do not necessarily operate
in a sector where a given category is relevant) or stakeholders.

2) Regarding risks

The rapporteur suggest specifying the type of risks to principal risks to allow companies to
focus and qualify their reporting on the relevant risks at hand, and not pad their report with
generic, uninformative text on risks applicable to any company in any sector.

3) Regulatory framework

The rapporteur suggests deleting "national” framework as a way of addressing the issue of

fragmentation and promote transparency for stakeholders reading and comparing reporting.

Reporting should be done using established international and European framework

4) Diversity
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The rapporteur is of the opinion that SMEs should explicitly be excluded from reporting on
diversity, a requirement which apply to listed companies. The rapporteur is furthermore of the
opinion that "reasoned" should be deleted, as a "clear" explanation should be sufficient.
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AMENDMENTS

The Committee on Industry, Research and Energy calls on the Committee on Legal Affairs, as
the committee responsible, to incorporate the following amendments in its report:

Amendment 1

Proposal for a directive
Recital 4 a (new)

Text proposed by the Commission

Amendment 2

Proposal for a directive
Recital 6

Text proposed by the Commission

(6) In order to enhance consistency and
comparability of non-financial information
disclosed throughout the Union, companies
should be required to include in their
annual report a non-financial statement
containing information relating to at least
environmental matters, social and
employee-related matters, respect for
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Amendment

(4a) There evidence showing that
disclosing non-financial information
improves companies' social,
environmental and human rights policies
and management systems, thereby
reducing the negative impacts caused by
their activities. Evidence also shows that
companies which properly analyse and
disclose non-financial information
increase their competitiveness, benefit
from cost savings, easier access to capital,
improved performance on financial
markets and increased stability.

Amendment

(6) In order to enhance consistency and
comparability of non-financial information
disclosed throughout the Union, companies
should be required to include in their
annual report a non-financial statement
containing information relating to at least
environmental matters, social and
employee-related matters, respect for
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human rights, anti-corruption and bribery
matters. Such statement should include a
description of the policies, results, and the
risks related to those matters.

Amendment 3

Proposal for a directive
Recital 7

Text proposed by the Commission

(7) In providing this information,
companies may rely on national
frameworks, EU-based frameworks such
as the Eco-Management and Audit Scheme
(EMAS), and international frameworks
such as the United Nations (UN) Global
Compact, the Guiding Principles on
Business and Human Rights implementing
the UN ‘Protect, Respect and Remedy’
Framework, the Organisation for
Economic Co-operation and Development
(OECD) Guidelines for Multinational
Enterprises, the International Organisation
for Standardisation (1SO) 26000, the
International Labour Organization (ILO)
Tripartite Declaration of principles
concerning multinational enterprises and
social policy, and the Global Reporting
Initiative.

Amendment 4

Proposal for a directive
Recital 7 ¢ (new)

Text proposed by the Commission
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human rights, and anti-corruption, bribery,
and tax evasion matters. Such a statement
should include a description of the policies,
results, and the risks related to those
matters.

Amendment

(7) In providing this information,
companies may rely on the Organisation
for Economic Co-operation and
Development (OECD) Guidelines for
Multinational Enterprises or may rely on
EU-based frameworks such as the Eco-
Management and Audit Scheme (EMAS),
and international frameworks such as the
United Nations (UN) Global Compact, the
Guiding Principles on Business and Human
Rights implementing the UN ‘Protect,
Respect and Remedy’ Framework, the
International Organisation for
Standardisation (ISO) 26000, the
International Labour Organization (ILO)
Tripartite Declaration of principles
concerning multinational enterprises and
social policy, and the Global Reporting
Initiative. The Commission should
consider the introduction of a harmonised
European standard.

Amendment

(7c) Member States shall ensure that
adequate and effective means exist to
enforce full, accurate and credible
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Amendment 5

Proposal for a directive
Recital 16

Text proposed by the Commission

(16) The obligation to disclose their
diversity policies for their administrative,
management and supervisory bodies with
regard to aspects such as age, gender,
geographical diversity, educational and
professional background should only apply
to large listed companies. Therefore small
and medium-sized companies that may be
exempted from certain accounting
obligations under article 27 of Directive
78/660/EEC should not be covered to by
this obligation. Disclosure of the diversity
policy should be part of the corporate
governance statement, as laid down by
Article 46a of Directive 78/660/EEC.
Companies not having a such a diversity
policy should not be obliged to put one in
place, but they should clearly explain why
this is the case.

Amendment 6

Proposal for a directive
Article 1 — point 1 — point a
Directive 78/660/EEC

Article 46 — paragraph 1 — point a — paragraph 1

Text proposed by the Commission

'1. (a) The annual report shall include a fair
review of the development and
performance of the company's business and
of its position, together with a description
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disclosure of non-financial information
by companies in compliance with the
provisions of this Directive.

Amendment

(16) The obligation to disclose their
diversity policies for their administrative,
management and supervisory bodies with
regard to aspects such as age, gender,
geographical diversity, integration of
persons with disabilities and special
needs, educational and professional
background, should only apply to large
listed companies. Therefore small and
medium-sized companies that may be
exempted from certain accounting
obligations under article 27 of Directive
78/660/EEC should not be covered to by
this obligation. Disclosure of the diversity
policy should be part of the corporate
governance statement, as laid down by
Article 46a of Directive 78/660/EEC.
Companies not having a such a diversity
policy should not be obliged to put one in
place, but they should clearly explain why
this is the case.

Amendment

'1. (a) The annual report shall include a fair
review of the development and
performance of the company's business and
of its position, together with a description
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of the principal risks and uncertainties that
it faces.

Amendment 7

Proposal for a directive
Article 1 — point 1 — point a
Directive 78/660/EEC

of the management of the principal risks
and uncertainties that it faces.

Article 46 — paragraph 1 — point b — subparagraph 1 — introductory part

Text proposed by the Commission

For companies whose average number of
employees during the financial year
exceeds 500 and, on their balance sheet
dates, exceed either a balance sheet total of
EUR 20 million or a net turnover of EUR
40 million, the review shall also include a
non-financial statement containing
information relating to at least
environmental, social and employee
matters, respect for human rights, anti-
corruption and bribery matters, including:

Amendment 8

Proposal for a directive
Article 1 — point 1 — point a
Directive 78/660/EEC

Amendment

For companies whose average number of
employees during the financial year
exceeds 500 and, on their balance sheet
dates, exceed either a balance sheet total of
EUR 20 million or a net turnover of EUR
40 million and which have adopted a
policy relating to environmental, social and
employee matters, respect for human
rights, anti-corruption, bribery and fiscal
fraud matters, the review shall also
include a non-financial statement
containing information including:

Article 46 — paragraph 1 — point b — subparagraph 1 — point (iii)

Text proposed by the Commission

(iii) the risks related to these matters and
how the company manages those risks.

Amendment 9

Proposal for a directive
Article 1 — point 1 — point a
Directive 78/660/EEC

Amendment

(iii) the principal risks related to these
matters and how the company manages
those risks.

Avrticle 46 — paragraph 1 — point b — subparagraph 2
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Text proposed by the Commission

Where a company does not pursue
policies in relation to one or more of these
matters, it shall provide an explanation
for not doing so.

Amendment 10

Proposal for a directive
Article 1 — point 1 — point b
Directive 78/660/EEC
Article 46 — paragraph 4

Text proposed by the Commission

‘4. Where a company prepares a
comprehensive report corresponding to the
same financial year relying on national,
EU-based or international frameworks and
which covers the information provided for
in paragraph 1(b), it shall be exempt from
the obligation to prepare the non-financial
statement set out in paragraph 1(b),
provided that such report is part of the
annual report.’

Amendment 11

Proposal for a directive
Article 1 — point 2 — point a
Directive 78/660/ECC

Art 46a — paragraph 1 — point g

Text proposed by the Commission

'(g) a description of the company's
diversity policy for its administrative,
management and supervisory bodies with
regard to aspects such as age, gender,
geographical diversity, educational and
professional background, the objectives of
this diversity policy, how it has been
implemented and the results in the
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Amendment

deleted

Amendment

‘4. Where a company prepares a
comprehensive report corresponding to the
same financial year relying on EU-based or
international frameworks and which covers
the information provided for in paragraph
1(b), it shall be exempt from the obligation
to prepare the non-financial statement set
out in paragraph 1(b), provided that such
report is part of the annual report,
published together with it or referenced in
it.'

Amendment

'(g) a description of the company's
diversity policy for its administrative,
management and supervisory bodies with
regard to aspects such as age, gender,
geographical diversity, integration of
persons with disabilities and special
needs, educational and professional
background, the objectives of this diversity
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reporting period. If the company has no
such policy, the statement shall contain a
clear and reasoned explanation as to why
this is the case.

Amendment 12

Proposal for a directive
Article 1 — point 2 — point b
Directive 78/660/EEC
Article 46a — paragraph 4

Text proposed by the Commission
‘4. Point (g) of paragraph 1 does not apply

to companies within the meaning of Article
27."

Amendment 13

Proposal for a directive

Article 1 — point 3

Directive 78/660/EEC

Article 53a — subparagraphs 1a and 1b(new)

Text proposed by the Commission
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policy, how it has been implemented and
the results in the reporting period. If the
company has no such policy, the statement
shall contain a clear explanation as to why
this is the case.

Amendment

‘4. Point (g) of paragraph 1 does not apply
to companies within the meaning of Article
27 and to micro, small and medium-sized
enterprises as defined in Commission
recommendation 2003/361".

* Commission Recommendation
2003/361/EC of 6 May 2003 concerning
the definition of micro, small and
medium-sized enterprises (OJ L 124
20.5.2003, p. 36).'

Amendment

Member States shall ensure that effective
and adequate mechanisms are in place in
order to ensure correct disclosure of non-
financial information by companies, in
accordance with the provisions of this
Directive.

Member States shall ensure that effective
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national procedures are in place to
enforce compliance with the obligations
of this Directive and that these procedures
are available for all persons and legal
entities having a legitimate interest in
ensuring that the provisions of this
Directive are respected.

Justification

Specific mechanisms need to be set up in the Member States to ensure that the directive is
correctly implemented and complied with. In order to take into account very different national
situations, flexibility should be given to Member States as regards the functioning of these

mechanisms.

Amendment 14

Proposal for a directive

Article 2 — point 1 — point a

Directive 83/349/EEC

Article 36 — paragraph 1 — subparagraph 1

Text proposed by the Commission

'1. The consolidated annual report shall
include a fair review of the development
and performance of the business and of the
position of the undertakings included in the
consolidation taken as a whole, together
with a description of the principal risks and
uncertainties that they face.

Amendment 15

Proposal for a directive
Article 2 — point 1 — point a
Directive 83/349/EEC

Amendment

'1. The consolidated annual report shall
include a fair review of the development
and performance of the business and of the
position of the undertakings included in the
consolidation taken as a whole, together
with a description of the management of
the principal risks and uncertainties that
they face.

Article 36 — paragraph 1 — subparagraph 3 — introductory part

AD\1011267EN.doc

PE516.970v02-00

EN



Text proposed by the Commission Amendment

For parent undertakings of undertakings to For parent undertakings of undertakings to
be consolidated that together exceed an be consolidated that together exceed an
average number of 500 employees during average number of 500 employees during
the financial year, and, on their balance the financial year, and, on their balance
sheet dates, exceed either a balance sheet sheet dates, exceed either a balance sheet
total of EUR 20 million or a net turnover of total of EUR 20 million or a net turnover of
EUR 40 million, the review shall also EUR 40 million, and which have adopted
include a non-financial statement a policy relating to at least environmental,
containing information relating to at least social and employee matters, respect for
environmental, social and employee human rights, anti-corruption and bribery
matters, respect for human rights, anti- and fiscal fraud matters, the review shall
corruption and bribery matters, including also include a nonfinancial statement
the following: containing information including:

Amendment 16

Proposal for a directive

Article 2 — point 1 — point a

Directive 83/349/EEC

Article 36 — paragraph 1 — subparagraph 3 — point (iii)

Text proposed by the Commission Amendment
(iii) the risks related to these matters and (iii) the principal risks related to these
how the company manages those risks. matters and how the company manages
those risks.

Amendment 17

Proposal for a directive

Article 2 — point 1 — point a

Directive 83/349/EEC

Article 36 — pargraph 1 — subparagraph 4

Text proposed by the Commission Amendment

Where the undertakings included in the deleted
consolidation taken as a whole do not

pursue policies in relation to one or more

of these matters, the company shall

provide an explanation for not doing so.
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Amendment 18

Proposal for a directive

Article 2 — point 1 — point a

Directive 83/349/EEC

Article 36 — paragraph 1 — subparagraph 5

Text proposed by the Commission

In providing such information the
consolidated annual report may rely on
national, EU-based or international
frameworks and if so, shall specify which
frameworks it has relied upon.

Amendment 19

Proposal for a directive
Article 2 — point 1 — point b
Directive 83/349/EEC
Article 36 — paragraph 4

Text proposed by the Commission

‘4. Where a parent undertaking prepares a
comprehensive report corresponding to the
same financial year, referring to the whole
group of consolidated undertakings, relying
on national, EU-based or international
frameworks and covering the information
provided for in the third subparagraph of
paragraph 1, the parent undertaking shall
be exempt from the obligation to prepare
the non-financial statement set out in the
third subparagraph of paragraph 1,
provided that such comprehensive report is
part of the consolidated annual report.’
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Amendment

In providing such information the
consolidated annual report may rely on
EU-based or international frameworks and
if so, shall specify which frameworks it has
relied upon.

Amendment

‘4. Where a parent undertaking prepares a
comprehensive report corresponding to the
same financial year, referring to the whole
group of consolidated undertakings, relying
on EU-based or international frameworks
and covering the information provided for
in the third subparagraph of paragraph 1,
the parent undertaking shall be exempt
from the obligation to prepare the non-
financial statement set out in the third
subparagraph of paragraph 1, provided that
such comprehensive report is part of the
consolidated annual report, published
together with it or referenced in it.’
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