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Article 40a in CSRD 

Introduction by the 
European Commission



ESRS for third-country undertakings

EFRAG Webinars

Brussels, 22 July 2026

European Commission, DG FISMA/C1

Articles 40a - 40d Accounting Directive

The information and views expressed in this presentation do not 

necessarily reflect the official position of the European 

Commission/European Union
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Sustainability reports 
concerning certain third-country undertakings*

❑ Articles 40a – 40d of the Accounting Directive (2013/34/EU)

❑ Introduced by the Corporate Sustainability Reporting Directive ((EU) 

2022/2464 “CSRD”)

❑ Last amended by the Omnibus I Directive ((EU) 2026/470)

* NOTE: If a third-country undertaking is listed on an EU regulated market and it exceeds €450 million net turnover 

and 1000 employees on average, Articles 19a/29a of the Accounting Directive in conjunction with Article 4(5) of the 

Transparency Directive (2004/109/EC) require full ESRS disclosure (sustainability statement). 
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Scope: third-country undertakings with significant 
business in the EU 

New Art. 40a(1): 

❑ Third-country undertakings with net turnover generated in the EU > €450 

million in each of the last two consecutive financial years; and                                                                     

❑ that have at least an EU subsidiary (or an EU branch) with net turnover > 

€200 million in the preceding financial year.

Previous Art. 40a(1):

Third-country undertakings that generate > €150 million in the EU and have at least an EU 

subsidiary that is itself under CSRD scope (i.e. large undertaking or listed SME) or an EU 

branch with net turnover > €40 million.
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Exemption for financial holding undertakings

New Art. 40a(1) seventh subparagraph: 

❑ If the third-country undertaking is a financial holding undertaking 

whose subsidiary undertakings’ business models and operations are 

independent of one another, the subsidiaries and the branches may 

decide not to publish and make accessible the sustainability report 



Content of the sustainability report 

❑ Article 40a(1) → Information specified in Article 29a(2):

- points (a)(iii) to (a)(v): transition plans, group’s business model and strategy, and 

group’s strategy implementation with regard to sustainability matters;

- points (b) to (f): time-bound targets; role and expertise of administrative, 

management and supervisory bodies; group’s policies; existence of incentive 

schemes; description of implemented due diligence process; principal actual or 

potential adverse impacts; actions to identify and monitor those impacts; actions to 

prevent, mitigate, remediate or bring an end to those impact, and result of such 

actions; and

- where appropriate, point (h): relevant indicators. 

❑ Information at the group level of the ultimate third-country parent undertaking (or at the 

individual level of the third country undertaking, as applicable)

❑ NO Art. 8 Taxonomy Regulation disclosures
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Requirements for EU subsidiaries/branches 

❑ Publish and make accessible: (i) sustainability report; (ii) assurance opinion; (iii) 

where applicable, statement that the third-country undertaking did not make the 

necessary information available. 

❑ If information is not available, request third-country undertaking to provide all 

necessary information. If information is not provided, draw up, publish and make 

accessible the sustainability report with information in its possession and issue a 

statement indicating that third-country undertaking did not provide the information.

❑ If third-country undertaking does not provide the assurance opinion, issue a statement 

indicating that the third-country undertaking did not provide the assurance 

opinion.

❑ If required by national law, inform its own Member State about net turnover 

generated in that Member State and in the Union by the third-country undertaking.
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ESRS to be used for reporting

❑ Article 40a(2) → Sustainability report to be drawn up in accordance with:

a) ESRS for certain third-country undertakings to be adopted by the 

Commission under Article 40b (default); or

b) ESRS full or equivalent (optional). 
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Digitalisation

❑ No machine-readable format required

❑ Data extractable format (e.g. PDF) required for submission on European 

Single Access Point for companies’ public financial and sustainability 

information (ESAP)*
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* Sustainability reports and EU subsidiary/branch statements to be also submitted on ESAP from   

   January 2028 (Article 33a Accounting Directive)



Assurance of sustainability reports

Article 40a(3): 

❑ Assurance opinion expressed by one or more person(s) or firm(s) 

authorised to give an opinion on the assurance of sustainability 

reporting under the national law of the third-country undertaking or of a 

Member State 

❑ If the third-country undertaking does not provide the assurance opinion, 

the EU subsidiary or branch shall issue a statement indicating that the 

third-country undertaking did not make the necessary assurance 

opinion available
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Publication requirements

Article 40d: 

❑ Publication within 12 months of the balance sheet date of the financial year for 

which the report is drawn up, as provided for by national law in accordance with the 

Company Law Directive 

❑ Where documents are not made accessible, free of charge, to the public on the 

website of the national business register, they must be made accessible to the public 

in at least one of the official languages of the Union, free of charge, no later than 

12 months after the balance sheet date, on the website of the EU subsidiary or 

branch 

Article 5(2) 2nd subparagraph CSRD: requirements applicable from financial year 2028

(first publication in 2029).
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Responsibility for compliance

Article 40c:

❑ Branches are responsible for ensuring, to the best of their knowledge and ability, 

that their sustainability report is drawn up in accordance with Article 40a and 

published and made accessible in accordance with Article 40d

❑ Members of the administrative, management and supervisory bodies of the EU 

subsidiary have collective responsibility for ensuring, to the best of their 

knowledge and ability, that their sustainability report is drawn up in accordance with 

Article 40a and published and made accessible in accordance with Article 40d
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Requirements for EU Commission 

❑ Adopt ESRS for certain third-country undertakings (Article 40b)

❑ Make publicly available on its website a list of the third-country undertakings that 

publish a sustainability report (Art. 40a(4)):

➢ Member States may inform the Commission on an annual basis of the EU 

subsidiaries or branches that published a sustainability report and of the cases 

where a report was published but where the EU subsidiary or branch has issued a 

statement indicating that the third-country undertaking did not make the necessary 

information available
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ESRS-40a 

Overview of the Exposure 
Draft



ESRS for Certain Non-EU Undertakings in accordance with Art. 40a

• Required by art 40a of the Accounting Directive
• Omnibus I modified the scope but not content  

• Financial year 2028, first report due in 2029 
• EFRAG technical advice by January 2027
• Consultation on draft ED expected mid-July 2026

Policy objectives of article 40a

• Level-playing field

• Accountability and transparency of non-EU 
companies on impacts

ESRS-40a Content 

• Focus on impacts: only defined by art 40a

• Starting point: ESRS with exclusion of risks, 
opportunities, resilience and dependencies

19EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.orgEFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Companies in ESRS-40a scope after Omnibus I - criteria
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Companies in scope of Article 40a(1) of the Accounting Directive (Directive 2013/34/EU) as modified by Omnibus I Directive (Directive (EU) 2026/470)
Turnover in the EU is meant to be at group level

The number of employees is not considered for ESRS-40a scope

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Companies in scope of ESRS-40a

Estimated number of 
companies in scope 

Country / Jurisdiction

350–450 USA

150–200 UK

100–150 Switzerland, Japan

20–50
Cayman Islands, China, Canada, 

Republic of Korea

10–20
Brazil, Mexico, Hong Kong, India, 

Bermuda, Virgin Islands

21

EFRAG preliminary estimate

• Before Omnibus I  approx. 10,000 companies
• After Omnibus I approx. 1,200 companies

No official list exists

Estimates are based on EFRAG's analysis 
of available data.

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



High-level comparison of ESRS vs ESRS-40a

ESRS ESRS-40a

12 standards: 2 cross-cutting + 10 
topical

Same as ESRS 

Impacts, risks and opportunities Impacts only 

Perimeter of disclosure: 
Global

Perimeter of disclosure:
Global and Mixed approach

Includes upstream and downstream 
value chain 

Same as ESRS 

Incorporation by reference to other 
reports 

Same as ESRS, with additional flexibility

Transitional provisions Same as in ESRS for undertakings 
reporting for the first time after 2025

22

Main characteristics 

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Disclosure content of ESRS-40a (1/3)

Article 40a says: “[…] a sustainability report 
covering the information specified in points 
(a)(iii) to (a)(v), points (b) to (f) and, where 
appropriate, point (h) of Article 29a(2), at the 
group level, or, if not applicable, the individual 
level, of the third-country undertaking.”
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Disclosure content of ESRS-40a (2/3)
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Disclosure content of ESRS-40a (3/3)
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ESRS-40a structure
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ESRS-40a Revised ESRS Additions Deletions

European 
Sustainability 

Reporting Standards 
for certain non-EU 

undertakings 
Reporting in line with 

Article 40a of 
Accounting Directive 

(ESRS-40a)

Revised ESRS 
adopted as a 

Delegated Act on 3 
July 2026

• Mixed Approach
• Level 1 provisions

• Risks 
• Opportunities
• Resilience
• Dependencies

Financial information 

not strictly excluded, 
to provide contextual information 

to understand impacts!

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Overall reporting objective and definition of users

27

Fair presentation of material impacts 
and how they are managed

The objective of ESRS-40a reporting is 
to ensure that there is a level playing 
field for undertakings operating in the 
EU market, as well as to ensure 
transparency on impacts on people 
and the environment of non-EU 
undertakings with relevant EU 
activities. 

Same definition of users as in ESRS 

• primary users of general-purpose 
financial reports

• other users of general-purpose 
sustainability reports. 

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Topics and reporting areas to be covered

12 Standards

ESRS-40a 1 General Requirements 

ESRS-40a 2 General Disclosures

ESRS-40a E1 Climate change

ESRS-40a E2 Pollution

ESRS-40a E3 Water

ESRS-40a E4 Biodiversity and ecosystems

ESRS-40a E5 Resource use and circular economy 

ESRS-40a S1 Own operations 

ESRS-40a S2 Workers in the value chain

ESRS-40a S3 Affected communities 

ESRS-40a S4 Consumers and end-users 

ESRS-40a G1 Business conduct

Reporting areas

Governance 

Strategy

Impact management through policies and actions

Metrics and targets

28EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Available reporting options 

Global Approach 
ESRS-40a

Mixed Approach ESRS-40a Full ESRS (voluntary)

Material impacts 
are reported at 
the global level 
for all topics

Climate impacts = global level

Other topics = EU-related impacts 
(option) 

Benefits of applying full ESRS: 
Subsidiary exemption:
If the non-EU ultimate parent 
company applies full ESRS, the 
subsidiaries of that non-EU 

company that fall under article 19a 
or 29a could benefit from 
subsidiary exemption. But only if 

the non-EU parent company applies 
full ESRS.

Three options for reporting, if a company is in scope for Article 40a:

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org 29



"Mixed approach"
Option to limit 

the transparency to EU-
related impacts only



Mixed Approach ESRS-40a

Climate impacts = global level

Other impacts = EU-related impacts*

31EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org

Global perimeter with an option to limit impacts for material  topics other than climate to those that are ‘EU-related’

Mixed Approach – ESRS-40a 1 – General Requirements

Condition
✓ Meaningful identification of EU-related impacts

Definition of EU-related impacts 
✓ EU-related impacts must include both:

• Customer-based impacts (products/services were or can 
be reasonably expected to be sold/provided in the EU 
market)

• Location-based impacts (activities carried out in the EU)

Granularity 
✓ Can be applied by topic, sub-topic or group of impacts

Upstream and downstream value chain outside EU included in the definition of impacts



Mixed Approach - ESRS-40a 2 – General Disclosures (1/2)

32

DR BP-1:

• How has the undertaking concluded 
that it meets the condition for the 
application of mixed approach? 

• Methodology to determine "EU-
related" impacts (assumptions and 
limitations)

• Application level:  topic, sub-topic, or 
groups of impacts

Basis of preparation under the 
mixed approach (DR)

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org

GDR-M: Metric to reflect  EU-related 
impacts 

• Reinforced transparency on 
methodology (estimates, allocation key)

• Examples of factors for the selection of 
the allocation key (nature, geography)

Reporting on metrics under the 
mixed approach (ARs)



Mixed Approach - ESRS-40a 2 – General Disclosures (2/2)

33

New paragraphs/ ARs explain how the mixed 
approach is applicable for key disclosures
 

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org

ESRS-40a 2: 

• GOV, SBM, IR. GDR

Topical standards:

• Environmental: E2-E5
• Social: S1 –S4
• Business Conduct: G1

Refer to the next 
slides for topical 
specifications



34EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org

Added to the consultation 
upon request by the EC 

Mixed Approach – Context and questions for the consultation

Concerns expressed by members 
✓ Relevance, level-playing field, comparability 
✓ Implementation and audit challenges (separability, estimation, 
etc.) 

Field test with preparers and public consultation
Customer-based: products or servicers that are or can be 
reasonably assumed to be sold/provided in the EU market

✓ To understand implementation challenges 
✓ Applicability of the conditions 
✓ Clarity of the draft / need for additional specifications 

Field test with auditors 
✓ Assurability



Mixed Approach - Environmental Standards (E1-E5)
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Standard Mixed Approach

E1 Climate   (not applied, always global)

E2 (pollutants) + E3 to E5  generic rule

E2 (microplastics, SOC, SVHC)  Specific ARs on sold product boundary

D
o

w
n

st
re

am

+

Im
p

a
ct

s 
re

la
te

d
 t

o

Products sold to EU produced in RoW (*)EU Own operations 

U
p

st
re

a
m

(*) Allocation made in accordance with GDR-M AR47 for para. 43

Focus on EU-relevant and connected impacts, without full global reporting.

Trade-off: global level playing field  proportionality for third-country groups. 



Mixed Approach - Environmental Standards (E1-E5)

36EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org

EU own operations reporting Made outside EU, sold into EU

i) procured — in

ii) manufactured — in

iii) placed on market — in

iv) released into EU env. — in

i) procured upstream — out

ii) manufactured — out

iii) placed on the EU market — in

iv) released into env. re: products sold to EU — in

Challenge: aligning mixed approach with REACH and Microplastic regulation recognizing 
potential to extend reporting into value-chains that are not connected to the EU

Total weight: Total weight:

Illustrative table for DR E2-5 paragraph 18.



Mixed Approach - Social Standards (S1-S4) -1/2
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Mixed approach: defining social reporting scope

• ESRS-40a S1-S4: New paragraph in 'Objective' section of each standard defines relevant 
stakeholder group. Example S1:

(a) employees and non-employees who are employed by, provide labour to or are provided to the 
undertaking’s own operations located in the EU; and 

(b) those employees and non-employees who are employed by, provide labour to or are provided to the 
undertaking’s own operations located outside the EU and who are involved in the production of the 
products or services that were or can be assumed to be sold or provided on the EU market.

• S1 only: New AR describes how to determine whether employees and non-employees under 
point (b) are connected to EU-related impacts; option to use in-house method if reliable.

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Mixed Approach - Social Standards (S1-S4) 2/2

38

Mixed approach: adjusting definitions of individual metrics

• S1-8: New AR clarifies which management level relevant for gender diversity in top management 
(management level responsible for EU-related impacts).

• S1-15: New AR clarifies how to identify 'highest-paid individual' for total annual 
remuneration ratio (highest-paid individual among employees disclosed under ESRS-40a S1-5).

Breakdowns for EU and non-EU employees:

• Specific question in the public consultation regarding the inclusion of breakdowns of EU vs non-
EU employees in some metrics (e.g. health and safety, gender pay gap). 

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Mixed Approach - Governance Standards (G1) 

39

Introducing guidance for business conduct matters  

• AR 7: identifies which convictions, sanctions and fines to report following corruption and 
bribery incidents that can have EU-related impacts 

• AR 11: clarifies which activities of political influence, including lobbying, can have EU-related 
impacts 

• AR 13: guide disclosures on payment practices with “EU-suppliers” 

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



References to EU law and 
Regulation



References to EU laws and regulation

41

EU laws and regulation are used in some provisions of the simplified ESRS

Considerations:

• Operational challenges for third-
country groups as EU laws and 
regulations are not applicable to 
part of the group

• Comparability and consistency 
with simplified ESRS 

      Level playing field objective

Proposal:

• Default approach: No changes 
from simplified ESRS (EU 
references kept)

• Transparency: Disclosure of 
assumptions, limitations

• Practical reliefs kept  (e.g. undue 
cost or effort)

Specific 
questions:
✓ Public 

consultation
✓ Field test

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Interoperability



The aggregation of IFRS S2 and of ESRS-40a additions corresponds to
ESRS report

43

Additional ESRS-40a only 
(Chapter 4)  

• Energy consumption and mix
• Locked-in emissions
• Compatibility with 1.5 °C
• Biogenic emissions
• GHG removals
• Undertaking is active in fossil 

fuel (coal, oil and gas) sector
• Etc.

Approx. the same content of ESRS 
sustainability statement (climate)

ESRS 2 / IFRS S1
General Disclosures 

common to ESRS-40a 
and IFRS

ESRS E1 / IFRS S2
Climate Disclosures 
common to ESRS-

40a and IFRS

IFRS S1/ S2
 R&O disclosure

• Transition plan
• Carbon credits
• GHG emissions
• GHG emission reduction targets

• Governance
• Risk management
• Targets  

• E1-2: Identification of risks, scenario analysis
• E1-3: Resilience in relation to climate change
• IRO-1

Differences in reliefs

Content of the IFRS report 

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Available presentation option to avoid double reporting (1/2)

44

How to achieve seamless reporting when undertakings in scope are subject to jurisdictional reporting 
standards based on IFRS S1/S2? 

Incorporation by reference 

• From mandatory reports 
• Info clearly identified in source document 
• Published before or at same time 
• Official EU language 
• Same level of assurance and digitalisation
• Table of content to support understandability 

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Available presentation option to avoid double reporting (2/2)
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How to achieve seamless reporting when undertakings in scope are subject to jurisdictional reporting 
standards based on IFRS S1/S2? 

Single report 

• Clear identification of 
• info meeting the requirements ESRS-40a 

Info meeting the jurisdictional standards 
• Tools for clear identification 

• Formatting
• Footnotes 
• Content tables/index
• Structure in 4 parts, but flexibility possible 

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org

Jurisdictional report as a starting point

ESRS-40a sustainability report starting point

Integrated information

Separate chapters for common info and additions



• How to support a seamless compliance with two sets of standards avoiding double reporting?

• Incorporation by reference: conditions, feasibility, table of content, effectiveness 

• Single report: tools to clearly identify disclosure, explore available possible options

Interoperability – consultation and field test 

46EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



Exposure Draft Public 
Consultation – package and 

outreach plan



Key milestones and opportunities to engage

48

Your opportunity to contribute and shape ESRS-40a

Exposure Draft
The Exposure Draft of 
ESRS-40a is published

+
Launch of the Public 

Consultation 
Launch public call for 
feedback on 23 July 

2026

100-day Public consultation
(open to all -  till 18:00 CET 31 Oct)

+
Field test

(for registered & approved 
companies only - till 30 Sept)

Stakeholders are invited to provide 
feedback on the Exposure Draft 
and participate in field testing.

+ 
Cost Benefit Analysis

Survey (available on EFRAG 
website shortly) and interviews
Preliminary findings end of Sept

EFRAG technical advice
EFRAG delivers its technical 
advice on ESRS-40a to the 

European Commission
+ 

Cost Benefit Analysis
Publication of the final CBA 

report

European Commission 
adoption

The European Commission 
adopts ESRS-40a

EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org



1)

2)

3)

Deletions and additions vs ESRS (RORD*)

References to EU laws and regulation/Feasibility

Mixed approach

4) Interoperability and Incorporation by reference

EFRAG is seeking input on the following key topics: 
(we do not discuss simplification of ESRS again)

Public Consultation on Exposure Draft ESRS-40a - Key Topics

49EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org

*RORD = risks, opportunities, resilience, dependencies



Early June
Communication campaign

2nd half of July
Field test launch and 
educational webinars

+ launch of CBA (survey 
and interviews)

May June July August September October

Raise awareness around ESRS-40a 

consultation
Educational webinars Workshops

September
Workshops/jurisdictions 
(NSS and companies) + 
CBA preliminary results

Field test interviews and 

workshops

October
Field test interviews and 

workshops

Field test with 
preparers

Educational 
webinars/22 July

accommodating different 
time zones

Public consultation 
launch
23 July

Stakeholder Engagement / outreach plan

50EFRAG - ESRS-40a Exposure Draft - 22 July - efrag.org

Cost-Benefit Analysis – survey on EFRAG 
website and interviews

CBA preliminary 
results – end Sept

CBA 
survey/interviews

CBA final report 
– January 2027



info@efrag.org
35 Square de Meeûs, B-1000 Brussels
info@efrag.org - www.efrag.org

EFRAG is co-funded by the European Union through the Single Market Programme 
in which the EEA-EFTA countries (Norway, Iceland and Liechtenstein), as well as 
Kosovo participate. Any views and opinions expressed are however those of the 
presenter only and do not necessarily reflect those of the European Union, the 
European Commission or of countries that participate in the Single Market 
Programme. Neither the European Union, the European Commission nor countries 
participating in the Single market Programme can be held responsible for them.

Follow us 

THANK YOU

mailto:info@efrag.org
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