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New transparency rules on social responsibility for big companies

The Council today® adopted a directive for the disclosure of non-financial and diversity information
by certain large companies (PE-CONS 47/14 and 13265/14 ADD 1).

New measures will require certain big EU companies to draw up, on a yearly basis, a statement
relating to environmental, social and employee-related matters, respect for human rights, anti-
corruption and bribery matters. The statement will have to include a description of the policies,
outcomes and the risks related to those matters.

Where a company does not pursue policies in relation to these matters, it will have to explain why
this is the case.

The new measures are aimed at strengthening the company's transparency and accountability,
while limiting any undue administrative burden, and ensuring a level playing field across the EU.
They will be incorporated into the directive on the annual financial statements and reports of
certain types of undertakings, which was adopted on 26 June 20132,

The Italian minister of economy and finance Pier Carlo Padoan said: "Firms, in particular large
ones, play a role in the EU economy that goes far beyond the mere production of goods and
services. With the approval of this directive, EU legislators have acknowledged this fact and
reinforced the framework of corporate social responsibility. Higher transparency through disclosure
of non-financial information will enhance the accountability of large firms towards European
citizens. It will allow investors to reward socially responsible business conduct, thus promoting
sustainable growth".

The directive contains the following main features:

The decision was taken without discussion at a meeting of the General Affairs Council. It follows an
agreement reached between the European Parliament and the Council last February.

The Estonian delegation voted against.

2 Directive 2013/34/EU:
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L.:2013:182:0019:0076:EN:PDF
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Scope

The new provisions will be applicable to public interest entities over 500 employees. Public interest
entities are companies, such as listed undertakings, banks, insurance companies or undertakings
which are of significant public relevance because of the nature of their business, their size or their
corporate status. Therefore small and medium-sized companies will be exempted from the new
reporting obligation.

Some 6.000 public interest entities in the EU would fall under the scope of the directive.
Diversity policy

A description of the diversity policy applied for the undertaking’s administrative, management and
supervisory bodies with regard to aspects such as age, gender, educational and professional
background, will be added in the corporate governance statement (provided for in article 20 of
directive 2013/34/EU).

Country by country reporting on taxes

On a report to be delivered by 21 July 2018 by the Commission, it will have to be considered the
possibility of introducing an obligation requiring large undertakings to produce, on an annual basis,
a country-by-country report for each member state and third country in which they operate,
containing information on profits made, taxes paid on profits and public subsidies received. The
report will take into account developments to increase transparency in financial reporting carried
out at international level.

Country-by-country reporting in the extractives sector has already been legislated by the EU under
directive 2013/34/EU.

Transposition period

Member states will have two years to incorporate the new provisions into domestic law, which will
be applicable in 2017.

Background

The necessity to improve undertakings’ disclosure of social and environmental information is a part
of the EU strategy to promote corporate social responsibility adopted in October 20112, which
acknowledged the importance of businesses divulging certain information with a view to identifying
risks and increasing investor and consumer trust.

Non-financial reporting is vital for managing change towards a sustainable global economy by
combining long-term profitability with social justice and environmental protection. It also helps
monitoring undertakings' performance and their impact on society.

The directive provides the EU with the first legislation on non-financial information reporting.
Corporate Social Responsibility is an enabling tool for business productivity and contributes to a
smart and sustainable growth. It is therefore intended to bring benefits not only to shareholders but
also for stakeholders and citizens alike.

3 http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2011:0681:FIN:EN:PDF
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