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Executive Summary

▪ As part of the European Union activities for the development 
and approval of the Corporate Sustainability Reporting 
Directive (CSRD), which introduces disclosure requirements on 
sustainability topics for firms in the EU, on 22 November 2022 the 
European Financial Reporting Advisory Group (EFRAG) 
submitted a first set of European Sustainability Reporting 
Standards (ESRS) to the European Commission.

▪ Consequently, on 25 November 2022 the European Central 
Bank (ECB) was consulted by the European Commission to 
provide technical advice on the proposed set of standards.

▪ Accordingly, the ECB Staff prepared an opinion, published in 
January 2023, to provide the Commission with a feedback and 
to suggest possible adjustments and improvements on 
elements of relevance to the ECB’s tasks and to better align the 
standards to the prudential framework. 

▪ The ECB Staff opinion focuses predominantly on the standards 
that were considered most relevant to the ECB’s tasks, namely: 

▪ ESRS 1 (General Requirements),

▪ ESRS 2 (General Disclosures),

▪ ESRS E1 (Climate change),

▪ Other environmental standards.

▪ The present document provides an overview of the main points 
highlighted by the ECB Staff and summarizes the main 
feedbacks provided on each of the aforementioned standards. 
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Overview

Introduction 1/2

5

The ECB has been a strong supporter of EU efforts to improve corporate sustainability disclosures. In this sense, the ECB actively

contributed to the development of the European Sustainability Reporting Standards (ESRS) as an observer on the Sustainability

Reporting Board of the European Financial Reporting Advisory Group (EFRAG).

July 2022

The ECB responds to a public

consultation by EFRAG on the

first set of draft ESRS

On 25 November 2022, the

ECB is consulted by the

European Commission on

technical advice on the first

ESRS, which EFRAG submitted

to the Commission on 22

November 2022

November 2022

The ECB publishes an Opinion

on the proposal for a

Corporate Sustainability
Reporting Directive (CSRD).

The aim is to improve the

quantity, quality and reliability

of sustainability disclosures in

the EU

September 2021
The ECB Staff publish an

opinion document on the

proposed standards, focused

on those considered most

relevant to the ECB’s tasks:

• ESRS 1 (General 

Requirements)

• ESRS 2 (General 

Disclosures)

• ESRS E1 (Climate change) 

• Other environmental 

standards

January 2023
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Relevance of the ESRS to the Objective and Tasks of the ECB 

Introduction 2/2

6

Physical risks and transition risks associated with climate change can affect the valuations and creditworthiness of companies

with knock-on effects for credit institutions, the financial system, the economy at large and, ultimately, the ECB. For this reason,

the ESRS relevance is multiple from the ECB standpoint:

The ESRS can contribute to enhancing the analysis and monitoring of climate-related

financial risks. Thus, the ECB has an interest in ensuring that the ESRS contain the corporate

information required to enable such analysis and that this is of a sufficient quality, reliability

and comparability.

The ESRS will also enable the ECB to better fulfil its statistical function by compiling indicators

relating to climate change and sustainable finance, hence supporting the ECB’s tasks.

The information provided under the ESRS can contribute to enhancing the risk management

of the Eurosystem’s balance sheet, and compliance with the CSRD will be part of the future

climate-related disclosure requirements for ECB collateral.

The ESRS will improve the availability of climate and environmental information from

companies, which is key for credit institutions under ECB supervision to properly identify,

manage and disclose climate-related financial risks.
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Targets Centered by ESRS

General Assessment of the ESRS 1/2

8

ECB Staff appreciate the ambitions and mandatory nature of the climate standard (ESRS E1), like the

requirement to disclose detailed transition plans in line with the 1.5C goal of the Paris Agreement as well

as quantitative estimates of exposures to physical and transition risks. ECB strongly support EFRAG’s

decision to make all disclosure requirements of ESRS E1 always mandatory, irrespective of any materiality

assessment.

Moreover, the Staff appreciate the significant efforts made by both EFRAG and the International

Sustainability Standard Board (ISSB) to align their respective standards and ensure their interoperability.

They consider that reporting in accordance with the ESRS should automatically be recognized as

compliance with the ISSB standards, thereby avoiding double reporting, and call on the relevant

authorities to take the necessary steps towards formalizing their interoperability.

Overall, the first set of ESRS broadly address the main needs from the perspective of the ECB, appearing

capable of substantially improving the quantity, quality, reliability and comparability of corporate sustainability

disclosures.

ECB Staff welcome most of the elements of the proposed standards…
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Main Adjustments Recommended by ECB Staff

General Assessment of the ESRS 2/2

9

… but recommend some potential adjustments

ECB Staff recommend a limited number of adjustments to the ESRS which would be beneficial and invite the
Commission to consider such amendments before adoption.

ECB Staff stress the need for the timely development of additional guidance and sectoral standards for financial
institutions. ECB Staff are of the view that the standards for financial institutions, including credit institutions,
should be prioritized and ideally adopted before the first reporting cycle foreseen in the CSRD. Such prioritization
is justified by the key role of financial intermediaries in the transition to a sustainable economy.

In addition, the Staff highlight the urgent need to develop specific guidance for the definition of the value chain
of financial institutions: the specific nature of financial institutions and the peculiar characteristics of their
business relationships require additional guidance for a clear delineation of the reporting boundaries well
before financial institutions begin using the first set of ESRS.

Furthermore, ECB Staff emphasize the need for interpretative support and proper maintenance of the standards

over time, including revisions of the first set of ESRS based on experience gained by preparers, auditors and
users. In this context, the successful application of ESRS will benefit greatly from a centralized process to address
interpretation questions from stakeholders.
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ESRS1 – General Requirements 1/3 

Specific Observations 1/12

11

Mandatory disclosure requirements
ECB Staff fully support the decision to make some disclosure requirements applicable irrespective of the
outcome of the undertaking’s materiality assessment, in particular the ESRS E1 climate standard.
Furthermore, the vast majority of the disclosure requirements in ESRS E1 are necessary, directly or indirectly, to
comply with other EU legislation (e.g., the European Climate Law or Pillar III disclosure requirements). These
requirements are key to:
- Enhancing the availability of standardized corporate information
- Improving banks’ approaches when aligning with supervisory expectations concerning climate-related and

environmental risks
- Increasing the availability of climate-related corporate data

Guidance for materiality assessment
ECB Staff would encourage the Commission to consider additional guidance for the process of materiality
assessment.
In particular, it will be critical to develop more practical guidance on the methodologies and processes to be
used by preparers to conduct their materiality assessments. Indicative thresholds to support the identification of
material sustainability matters should be provided in order to reduce the qualitative and discretional aspects of
the materiality assessment. In this way, both the risk of over-reporting and of opportunistically restrictive
interpretations of materiality would be avoided.

Mandatory disclosure requirements and guidance for materiality assessment
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ESRS1 – General Requirements 2/3 

Specific Observations 2/12

12

Definition of value chain for financial institutions
ECB Staff highlight the urgent need to develop specific guidance on the definition of the value chain of financial
institutions. This will provide a clear delineation of the reporting boundaries of financial institutions, also with a

view to ensuring consistency with parallel prudential disclosure and reporting requirements and with proper risk
management. This could take the form of interpretative guidance issued by the Commission or, preferably, an
explicit addition to or amendment of Section 5.1 of ESRS 1, or could be included in the sectoral standard for
financial institutions.

Use of estimates
ECB Staff are of the view that the use of estimates would benefit from further specification; one concern is that
the use of proxies as estimates may have a negative impact on the comparability of disclosures along the value
chain.
ECB Staff would welcome the establishment of a hierarchy among the different types of estimates used to
provide value chain-related information, particularly regarding the calculation of GHG emissions and the
selection of emissions factors. This would enhance the comparability and understandability of all metrics that
apply across an undertaking’s value chain. ECB Staff recommend that these topics be addressed in detail in the
sector-specific standards for financial institutions.

Definition of value chain for financial institutions and use of estimates
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ESRS1 – General Requirements 3/3 

Specific Observations 3/12

13

Incorporation by reference of Pillar III disclosures
ECB Staff support allowing incorporation by reference of Pillar III disclosures. However, the prudential scope of
consolidation used for Pillar III disclosures may in some instances differ from the scope of consolidation used in
the CSRD/Accounting Directive. ECB Staff recommend that the Commission adjust the text accordingly to avoid
a restrictive interpretation, hence generating double reporting for the preparer. ECB Staff would encourage
EFRAG and the European Supervisory Authorities (ESAs) to identify the overlapping disclosures arising from
different frameworks and to clarify which may considered fit for incorporation by reference and under which
conditions. Further clarifying the definition of value chains for financial institutions in general, and for credit

institutions in particular, is also necessary to enable proper incorporation by reference of Pillar III disclosures.

Consolidated reporting and subsidiary exemption
ECB Staff would welcome further granularity on subsidiaries for undertakings reporting at consolidated level.
While the exemption of subsidiary reporting stems directly from the (level 1) CSRD text, and therefore cannot be
addressed at the root by the ESRS, it is recommended that appropriate consideration be given to the

compatibility and interoperability of the level of aggregation of the ESRS with parallel statistical and supervisory
data which may be more granular than the consolidated level. Clear guidance should be provided to preparers
to ensure that the breakdowns are not overlooked and are properly disclosed. Specific guidance may in
particular need to be provided for financial groups.

Incorporation by reference of Pillar III disclosures and consolidated reporting and subsidiary exemption
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ESRS2 – General Disclosures

Specific Observations 4/12

14

Legal Entity Identifier
ECB Staff recommend the inclusion in ESRS 2 of dedicated disclosure requirement regarding the LEI of the
undertaking as a mandatory attribute. The ESRS currently omits the disclosure of LEIs by undertakings; ECB Staff
strongly support its inclusion, as this would facilitate not only the identification of entities but also the accuracy,
searchability, retrieval, use and interoperability of the information provided under the CSRD.
In the absence of LEIs for some undertakings, ECB Staff recommend alternative means of efficiently ensuring the
unique identification of the entities concerned.
The inclusion of a LEI requirement in ESRS 2 would greatly enhance the interoperability of ESRS information once it
is brought under the scope of the European Single Access Point (ESAP). ECB Staff reiterate the view that the
inclusion of CSRD information in the ESAP should occur without delay.
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ESRS E1 – Climate Change 1/4

Specific Observations 5/12

15

ECB Staff support the development and disclosure of transition plans for climate change mitigation, which is
instrumental in improving banks’ data availability on the transition strategies and targets of their customers,
allowing them to understand the risks arising from customer’s misalignment in climate targets and to understand
their transition needs. The ECB Staff recognize that the proposed requirements are appropriate to allow
comparability across different companies.

For what concerns credit institutions, ECB Staff note that the requirement set forth by the ESRS complements the
one stemming from the CRD VI, helping banks to understand and manage the risks of misalignment with respect
to the EU transition pathways. In this regard, ECB Staff expect the assumptions, methodologies, targets and

milestones underlying the disclosure of transition plans for climate change mitigation to be aligned and
consistent across the different provisions.

The ECB Staff note that the ESRS only prescribes the disclosure of transition plans, while the obligation to draw up
such plans is imposed by the Corporate Sustainability Due Diligence Directive (CSDDD). Given the narrower
scope of the latter with respect to the one of the CSRD, some companies in the scope of the CSRD might not
have transition plans to disclose. Hence, the ECB Staff encourage the EU legislator to align the scopes of the two

directives so as to avoid critical data gaps.

Transition plans
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ESRS E1 – Climate Change 2/4

Specific Observations 6/12

16

Scenario analysis

ECB Staff support the reference to scenario analysis and appreciate the explicit reference to the use of climate
scenarios to support the resilience analysis as well as to identify and assess physical and transition risks.
Nevertheless, ECB Staff note that the use of scenario analysis is never explicitly prescribed and hence
recommend the introduction of an explicit provision in this regard.

In addition, ECB Staff recommend the inclusion of explicit references to the scenarios provided by the Network
for Greening the Financial System (NGFS), whose scenarios are widely used by financial institutions, the ECB and
other central banks and supervisors worldwide.

Climate targets

ECB Staff support the proposed disclosure of measurable targets which are key to ensuring the disclosure of
comparable and reliable forward-looking data. The suggested disclosure standards provide sufficiently precise
guidance for firms to report their forward-looking targets.

In addition, ECB Staff appreciate that reporting on carbon removals and offsets is to be done separately from
disclosures on targets, supporting the adopted view that the GHG emission reduction targets should be disclosed
gross without offsetting.

However, ECB Staff note that the ESRS E1 does not provide a definition of “intensity value” emission reduction
targets; for clarity and comparability, ECB Staff recommend clarifying that the generic intensity value should be
understood as referring to turnover-based carbon intensity.

Scenario analysis and climate targets



Copyright © 2023 – Iason Consulting Ltd. All rights reserved

17

ESRS E1 – Climate Change 3/4

Specific Observations 7/12

17

ECB Staff welcome the detailed disclosure requirements on GHG emissions, including Scope 3 emissions,
appreciating the detailed methodology used to compute GHG emissions, the transparency required with regard
to Scope 3 emission boundaries, the disclosure of the percentage of emissions calculated using primary data
obtained from suppliers or from other value chain partners, the justification for the omitted categories and the
granular breakdowns of Scope 1 and Scope 2 emissions between entities. Overall, ECB Staff consider that these
disclosures will significantly enhance transparency and help users to better understand and compare GHG
emissions across entities.

Furthermore, ECB Staff welcome the fact that ESRS E1 introduces specific rules on reporting boundaries along the
value chain; however, the application of the specific requirements may raise clarification questions (due to the
complexity of the value chain topic) and further strengthens the case for developing dedicated additional
guidance on value chains for financial institutions.

ECB Staff welcome the requirement to disclose GHG intensity (based on net revenue) in addition to gross
emissions, which will facilitate the comparison of decarbonisation efforts over time and within sectors. However,
ECB Staff consider it to be crucial that this horizontal intensity metric is complemented in the sectoral standards
by industry-specific intensity metrics based on industry-specific outputs, which are essential for the ESRS to be
compatible with the information requirements stemming from Pillar III requirements for credit institutions, which in
Pillar III disclosures require institutions to report alignment metrics, defined as emission intensity per unit of
production (varying depending on the sector).

GHG emissions
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ESRS E1 – Climate Change 4/4

Specific Observations 8/12

18

ECB Staff welcome the requirement to disclose the potential financial effects arising from physical and transition
risks, which appears to include all relevant information which credit institutions need in order to fulfil their own
disclosure requirement and would significantly enhance their ability to identify and manage physical and
transition risks of their counterparties. Such requirement will also help the Eurosystem to better assess the climate-
related risks associated with the collateral it accepts in its monetary policy operations.

More specifically, for physical risk, identifying risk for each specific hazard with a precise (at address level)
geographical location of key assets will increase the usefulness of ESRS data for ECB statistics and broaden the
scope of application of collected data.

On the other side, while ECB Staff appreciate the requirement to disclose the proportion of assets exposed at
material transition risk addressed by the climate change adaptation actions (which is understood to also include
insurance), more targeted information on insurance policies against the physical hazard would allow a better
reflection of reconstruction capacity and a more precise assessment of the related exposures of credit
institutions.

Financial effects from physical and transition risks
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Other Environmental Standards

Specific Observations 9/12

19

ECB Staff appreciate the efforts made for the development of the other environmental standards: ESRS E2
pollution, E3 water, E4 biodiversity and E5 circular economy; a consistent information architecture on nature-
related impacts and risks is in fact key to enable banks and prudential supervisors to ensure the resilience of the
financial sector to such risks.

Given the rapid evolution of reporting standards on nature-related impacts and risks, ECB Staff expect the
nature-based disclosure framework to evolve rapidly in the coming years, including the framework of the
Taskforce for Nature-related Financial Disclosures (TNFD). In this context, ECB Staff welcome the preliminary
alignment of ESRS E2 to E5 with the TNFD methodology, with reference to the approach to be followed for the
materiality assessment1. Considering the rapid evolution of reporting standards, ECB Staff would encourage the
first maintenance process of ESRS E4 on biodiversity to occur sooner than in the scheduled three years.

It is welcomed that ESRS 4 requests that any offsets integrated in a biodiversity transition plan should be
explained in terms of where the offsets are planned to be used, the extent of their use in relation to the overall
transition plan and whether the mitigation hierarchy was considered, to ensure reliability and comparability.

ECB Staff disagree with the choice of restricting reporting to qualitative information for E2 to E5 for the first three
years of reporting. As a matter of fact, as is already the case for ESRS E1, reliance on qualitative disclosures
should be possible when it is impossible or impractical to obtain quantitative information, but this should not be
the default option for E2 to E5. Hence, ECB Staff would encourage the Commission to revise the requirements
accordingly.

1 The approach proposed by TNFD is the so-called «LEAP Approach», composed of the following phases: a) Locate where in the own operations and along the value chain the interface with nature occurs at the 
priority locations; (b) Evaluate the water and marine resources-related dependencies and impacts; (c) Assess the material risks and opportunities; and (d) Prepare and report the results of the materiality assessment. 
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Consistency with Other Legislation

Specific Observations 10/12

20

Consistency with banking prudential legislation

ECB Staff are generally satisfied with the very high degree of alignment between the ESRS and the Pillar III
disclosure requirements on ESG risks for credit institutions. All the data points which are directly or indirectly
required by the Pillar III requirements are included in the ESRS, with the only exception pertaining the absence of
mandatory industry-specific output-based emission intensity metrics. This is entirely justified given that the first set
of ESRS contains cross-sectoral standards and hence does not differentiate requirements across sectors.
Nonetheless, ECB Staff emphasise the importance of including explicit mandatory requirements for sector-
varying output-based intensity metrics when developing sector-specific standards going forward.

Consistency with other EU sustainable finance legislation

The ESRS are consistent and interoperable with the SFDR and incorporate SFDR Principal Adverse Impacts (PAIs)
that are applicable to all undertakings. ECB Staff also welcome the intention to implement the remaining sector-
specific PAIs (e.g., the PAIs applicable solely to real-estate investments) in the forthcoming sectoral standards.

However, the scope of consolidation of the CSRD appears to be in conflict with the Taxonomy disclosures
incorporated in the ESRS. ECB Staff note that reporting in accordance with the ESRS should use the same
consolidation approach used in the undertaking’s financial statements, whereas the consolidation approach
required for Taxonomy reporting is supposed to be, at least for credit institutions, the prudential scope of
consolidation, which for large institutions generally differs from the one used in the financial statements. This
divergence appears to introduce an internal inconsistency within the ESRS requirements and may undermine
comparability.

Banking prudential legislation and other EU sustainable finance legislation
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Consistency with Global Initiatives

Specific Observations 11/12

21

ECB Staff welcome the technical cooperation between EFRAG and the International Sustainability Standard Board (ISSB)

and appreciate that the draft climate standards have achieved a high level of alignment. ECB Staff call on the

Commission and EFRAG to continue bilateral interactions with the ISSB to ensure interoperability between the currently

developed standards and standards that will be developed by both institutions going forward.

ECB Staff consider the alignment between the structure of the ESRS and the respective structure of the latest version of the

standards of the ISSB to be satisfactory, even though they are conscious that a complete assessment of interoperability

between the two sets of standards will only be possible when the final IFRS Sustainability Disclosures Standards are

published.

For what concerns substantive requirements, ECB Staff are of the view that all the requirements in the ISSB climate

standard (IFRS S2) are included in the ESRS. Most of the differences between the two standards stem from specific legal

requirements under the CSRD (e.g. related to differences in the scope of the materiality assessment, differences in the

possibility to use the incorporation by reference of some information etc.).

In light of the above, ECB Staff consider that reporting in accordance with the ESRS should automatically be recognised

as compliance with the ISSB standards, thereby avoiding double reporting. ECB Staff call on the relevant authorities to

take the necessary steps towards formalising their interoperability.

Finally, ECB Staff welcome the high level of convergence between the draft ESRS and the parts of the Global Reporting

Initiative (GRI) standards also covered by the CSRD. While the degree of overlap between the GRI and the ESRS is very

high, additional progress can still be made, in particular by including in the ESRS indicative thresholds to support the

identification of material sustainability matters building on the GRI examples in this area.
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Future Developments, Maintenance Process and Audit Standards

Specific Observations 12/12

22

Future developments of sectoral standards for financial and credit institutions

The first set of ESRS will be complemented by additional sectoral standards, which EFRAG intends to develop
over time in separate batches and which will then be adopted by the Commission. ECB Staff are of the view
that the standards for financial institutions, including credit institutions, should be prioritised and adopted before
the first reporting cycle foreseen in the CSRD. Such prioritisation is justified by the key role of financial
intermediaries in the transition to a sustainable economy. From an ECB perspective, the early development of
such standards will support the ECB in its tasks and objectives.

Maintenance process

According to the CSRD, the Commission should review the sustainability reporting standards every three years to
take account of relevant developments, including the development of international standards. Given the rapid
and parallel development of other sustainability reporting initiatives and national regulations, ECB Staff express
the need for ongoing maintenance of the standards to fine tune the ESRS as experience of its use is gained.
Accordingly, EFRAG should be equipped with the necessary resources to achieve the timely development of
subsequent sets of standards while integrating the latest best practices and regulatory developments.

Audit standards

The CSRD empowers the European Commission to adopt limited assurance audit standards by 1 October 2026
and assurance standards for reasonable assurance no later than 1 October 2028. ECB Staff are concerned that
the time lag between the first publication of the audit standards in 2025 and the adoption of those standards may
lead to confusion about the extent of the assurance provided. To secure consistent enforcement across Europe,
ECB Staff would encourage the Commission to adopt the audit standards before January 2025.
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Conclusions

24

The ESRS will contribute 
to enhancing the risk 

management of the 
Eurosystem’s balance 

sheet, with a better 
ability to identify and 

measure the degree of 
climate-related 
financial risks 

associated with its 
counterparties

The ESRS will also play 
a key role in allowing 
the ECB to better fulfil 
its statistical function 

by compiling 

indicators related to 
climate change and 
sustainable finance

The ECB Staff 

significantly 
appreciate the efforts 

made for the 
development of the 

ESRS and welcome the 
majority of the related 
provisions, which result 
to be in line with ECB 

Staff’s expectations

The adjustments 
suggested by the ECB 
Staff will be beneficial 

to further foster the 

ability of the ESRS to 
contribute to such 

objectives

The proposed set of 
ESRS will facilitate the 

availability of climate 
and environmental 

information from 
companies, facilitating 

the identification, 

measurement and 
disclosure of climate-
related financial risks 
by credit institutions 
and the ECB itself
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