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European Sustainable Corporate Governance

1. STATE OF PLAY

Welcome to the second edition of our newsletter on sustainable corporate governance
across Europe. As we enter 2026, European corporations navigate a transformative
moment marked by regulatory simplification, accelerating technology integration, and
rising expectations around nature-related disclosures. The momentum toward
sustainable governance has intensified, with most large EU companies now
implementing first-wave reporting under the Corporate Sustainability Reporting
Directive (CSRD) and preparing governance structures to meet evolving environmental
and social demands.

Key developments in this period include the implementation of simplified European
Sustainability Reporting Standards, major progress toward gender-balanced boards
ahead of June 2026 deadlines, the emergence of artificial intelligence as a critical
enabling tool for ESG compliance, and a strategic pivot toward biodiversity and nature-
related financial risk disclosure. These shifts reflect a maturation of European
sustainable governance from foundational compliance toward value-creation and
resilience-building across stakeholder ecosystems.

2. POLICY SPOTLIGHT: EU DEVELOPMENTS

CORPORATE SUSTAINABILITY REPORTING DIRECTIVE (CSRD) - SIMPLIFIED
STANDARDS PHASE

The landscape of CSRD compliance has undergone significant simplification. In
November 2025, the European Financial Reporting Advisory Group (EFRAG) submitted
the Amended European Sustainability Reporting Standards (ESRS) to the European
Commission, reducing mandatory reporting datapoints by 61% compared to original
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requirements while preserving the directive's core objectives. These amendments
respond directly to feedback from first-wave reporters and aim to enhance
proportionality without compromising sustainability transparency.

The amended standards maintain double materiality principles but provide greater
flexibility in application. Companies may now rely more extensively on estimates,
aggregation, and professional judgment, while strengthened guidance on fair
presentation and coherence ensures information quality. The revised ESRS 2
consolidates universal disclosure requirements, reducing duplication across topical
standards. Notably, scenario analysis for climate resilience assessment transitions from
mandatory to voluntary status, though quantitative emissions reporting requirements
persist with phase-ins extending until 2029.

Implementation of the "Stop the Clock" directive, agreed by EU Council on April 14,
2025, has postponed CSRD application timelines. The second wave of large companies
(previously reporting in 2026) now begins reporting in 2028 for fiscal year 2027. Listed
small and medium-sized enterprises shift from 2027 to 2029 reporting (fiscal year
2028). This postponement provides companies additional runway to establish robust
ESG data infrastructure and governance processes.

EU TAXONOMY REGULATION - SIMPLIFIED FRAMEWORK OPERATIONAL

On January 8, 2026, the amended EU Taxonomy Regulation entered into force following
publication in the Official Journal. The delegated act, adopted by the European
Commission on July 4, 2025, introduces substantive simplifications while maintaining
the framework's climate and environmental integrity. A new 10% materiality threshold
exempts companies from detailed disclosure of certain activities if materiality falls
below this threshold, significantly reducing administrative burden.

Reporting templates have been drastically simplified. Financial institutions previously
reporting 78 individual data points now consolidate to 28, representing an 89%
reduction in granularity for credit institutions. The separate extensive templates for gas
and nuclear financing activities have been deleted, with information captured at
aggregated levels in general templates. Reporting on trading books and fee-and-
commission income is now required for credit institutions only from 2027 onward.

A simplified "Do No Significant Harm" (DNSH) regime addresses previous criticisms of

excessive complexity. The European Commission has issued draft guidance (Commission

Notice with 17 FAQs) to support implementation and interpretation of changes.
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Companies may apply the amendments retrospectively for their 2025 financial year
reporting, with mandatory application for 2026 reporting onward.

CORPORATE SUSTAINABILITY DUE DILIGENCE DIRECTIVE (CSDDD) - AMENDED
IMPLEMENTATION TIMELINE

The CSDDD, formally in force since July 25, 2024, entered a critical amendment phase in
early 2025. On February 26, 2025, the European Commission introduced substantial
amendments to reduce implementation burden while preserving the Green Deal's core
objectives. These proposals include a three-staged due diligence approach and extended
timelines for company compliance.

The updated directive extends transposition deadlines for member states to July 26,
2026, with phased applicability. Large companies (3,000+ employees, €900 million+ net
worldwide turnover) gain a two-year postponement, with full compliance obligations
extending to July 2029. This staggered approach acknowledges integration challenges in
aligning due diligence processes with existing risk management and sustainability
reporting frameworks.

Enhanced coordination between CSDDD and CSRD requirements is now emphasized,
allowing companies to leverage integrated sustainability assessment processes. The
directive continues to mandate comprehensive transition plans aligned with the Paris
Agreement's 2050 net-zero objective, though implementation flexibility has increased.

GENDER BALANCE ON CORPORATE BOARDS DIRECTIVE - REGULATORY DEADLINE
IMMINENT

The Gender Balance on Corporate Boards Directive (2022/2381), transposed into
national legislation with a December 28, 2024 deadline, establishes binding targets
taking effect June 30, 2026. Large EU-listed companies must achieve 40%
representation of the underrepresented sex among non-executive directors and 33%
among all directors by this date.

As of January 2026, European progress varies considerably. The current EU-wide

average stands at 34% women on corporate boards. Countries with pre-existing binding

quotas—including Spain, Belgium, the Netherlands, and Portugal—approach or exceed

directive targets. Nordic countries (Sweden, Denmark, Finland), despite employing

softer voluntary measures, have achieved near-target representation through strong
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institutional frameworks supporting gender equality. Conversely, countries without
prior gender quota legislation face substantial gaps, with some reporting female board
representation as low as 17%.

Regulatory analysis reveals that quota design and enforcement mechanisms matter
significantly more than quotas themselves. The directive's delegation of enforcement to
individual member states creates potential implementation inconsistencies. Some
countries may apply discretionary exemptions or graduated timelines, whereas others
enforce strict compliance with penalty provisions including fines and annulment of
contested director appointments.

3. MARKET TRENDS & DATA

CSRD IMPLEMENTATION: FIRST-WAVE REPORTING ACCELERATING

Approximately 300 Euronext-listed companies completed inaugural CSRD reporting in
2025 for fiscal year 2024, establishing operational benchmarks for second-wave
reporters. This cohort's experience provides critical insights into data collection
challenges, materiality assessment processes, and governance integration.

The 2025 Euronext ESG Trends Report, based on verified disclosures from over 1,550
listed companies covering 96,000+ data points (2020-2024), reveals material progress
in environmental and governance metrics. Scope 1 and 2 emissions declined by an
average of 10% across companies with consistent historical reporting. However, Scope 3
emissions—which constitute approximately 60% of the average company's total GHG
footprint—remain an execution challenge. Encouragingly, the number of companies
disclosing Scope 3 data has increased 31% since 2022, signaling growing supply chain
transparency.

The report documents 23.2% average Taxonomy-eligibility of company turnover, with
9.4% achieving Taxonomy-alignment. This gap reflects the transition-finance phase
companies are navigating. Over 250 Euronext-listed companies have committed to the
Science Based Targets initiative (SBTi), with 217 possessing formally approved near-
term targets. Notably, 70% pursuing net-zero targets have secured SBTi approval,
shifting corporate climate action from pledges to credible, science-validated
commitments.



AT ADOPTION IN ESG REPORTING AND GOVERNANCE

Artificial intelligence has emerged as a critical enabling technology for ESG compliance
and governance. According to Wavestone's 2025 CSR Barometer, 74% of companies
surveyed report that their corporate sustainability/responsibility (CSR) departments
are actively engaged in discussions on the ethical and sustainable deployment of
generative Al

Al applications span the ESG reporting lifecycle: data ingestion from diverse sources,
normalization of multi-source inputs, identification of materiality thresholds, automated
gap analysis against evolving regulatory frameworks (CSRD, GRI, ISSB, BRSR), and
generation of audit-ready reports. Major benefits include enhanced data accuracy
through automated validation, reduction of human bias, and improved compliance
workflow efficiency. Companies leveraging Al-powered sustainability reporting
platforms experience significant time savings, as complex analyses that previously
consumed weeks of manual work across isolated spreadsheet systems now complete in
hours through centralized data models.

Concurrently, Al governance itself has become a core component of the "G" in ESG.
Regulators and standard-setters globally emphasize explainability, data governance,
human oversight, and fairness in Al systems deployed for financial and sustainability
reporting. The EU's Al Act, operational since 2024, establishes the framework within
which corporate ESG systems must operate.

GENDER DIVERSITY PROGRESS AND COMPLEXITIES

Gender representation on European corporate boards continued advancing in 2025,
though with important nuances. Prior to the June 30, 2026 deadline, research utilizing
2024 BoardEx data reveals that only countries with pre-existing binding gender quotas
substantially meet the directive's targets. Spain, Portugal, Belgium, and the
Netherlands—where women comprise 39.6% of board members in largest listed
companies—demonstrate that commitment to regulatory targets correlates with
achievement.

However, research published in early 2025 reveals complexity in diversity outcomes. An
inverted U-shaped relationship exists between female director representation and
greenwashing: firms with very low female representation employ women directors as
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"insurance” to improve image without behavioral change, while critical mass (estimated
between 2-3 female directors minimum) exerts genuine influence on governance
outcomes and ESG transparency.

Research also indicates that gender quota policies, while increasing board diversity, may
inadvertently create "tokenism" once targets are met, plateauing advancement toward
genuine gender parity in executive roles. Female representation on boards has increased
20 percentage points within 6 years post-quota adoption, yet women's representation
among CEOs and senior executives has barely shifted. This finding suggests that
policymakers pursuing executive-level gender diversity may require targeted
mechanisms beyond board quotas.

SUSTAINABILITY COMMITTEE ADOPTION AND EFFECTIVENESS

European companies increasingly establish dedicated sustainability committees within
board structures. These committees fulfill multiple governance functions: developing
sustainability policies, monitoring ESG performance against strategic objectives,
assessing materiality and emerging risk landscape, advising boards on sustainability
strategy integration, and ensuring alignment between sustainability disclosures and
internal control frameworks.

Research demonstrates positive correlation between sustainability committee
effectiveness and corporate ESG performance. Committees operating with clear
mandates, adequate resources, and direct board-level reporting authority show superior
outcomes in target-setting credibility, stakeholder engagement, and performance
transparency. Governance structures integrating sustainability committees into core
board committee hierarchies (rather than peripheral advisory roles) demonstrate
materially stronger ESG governance maturity.

BIODIVERSITY EMERGENCE AS STRATEGIC AND REGULATORY IMPERATIVE

Biodiversity and nature-related financial risks have transitioned from optional
corporate consideration to regulatory and investor focus. The UN Kunming-Montreal
Global Biodiversity Framework (adopted 2024), the EU Nature Restoration Regulation
(introduced 2025), and emerging Taskforce on Nature-related Financial Disclosures
(TNFD) frameworks establish new corporate accountability expectations.



Research indicates over 50% of global GDP depends on nature and ecosystem services.
Companies face biodiversity risks across supply chains, operations, and product
lifecycles. Unilever demonstrates value creation potential through nature-positive
business models: plant-based products are on track to generate €1.5 billion annually
while reducing deforestation. Nestlé's regenerative farming practices stabilize yields in
drought-prone regions while improving soil health and water availability.

The Science-based Targets for Nature (SBTN) initiative has concluded consultations on
biodiversity target-setting methodologies for land-use systems, with platform launch
scheduled for June 2026. This development parallels the maturity achieved by climate-
focused SBTi over the past decade, enabling companies to set science-aligned
biodiversity targets comparable to net-zero commitments. Pilot testing by Kering,
Carrefour, H&M, and Suntory has validated framework applicability across diverse
sectors.

4. CORPORATE VOICES

INTERVIEW: CLARA RICHTER, HEAD OF CORPORATE GOVERNANCE AND
SUSTAINABILITY, SIEMENS AG

Question: How has Siemens approached the transition to simplified ESRS requirements?

"The December 2025 amendments simplifying ESRS create meaningful opportunities to
refocus on materiality-driven disclosure. Rather than reporting across all standards
comprehensively, we've conducted rigorous double materiality assessment to identify
the 8-10 topics genuinely material to our business model and stakeholder value
creation. This has improved report clarity and boardroom engagement with
sustainability substance.

We've invested heavily in Al-powered data aggregation across our global operations.
Our ESG data platform consolidates information from 350+ facilities across
manufacturing, automation, and digital transformation divisions. Al handles pattern
recognition and inconsistency flagging; our teams focus on interpretation and strategic
response.”



Question: What governance innovations have strengthened Siemens' approach to
sustainability?

"We established a dedicated Sustainability Governance Committee, distinct from our
Audit Committee, with independent director leadership and two-year rotation to
prevent knowledge silos. This committee oversees our dual transition—digital and
green. We've also integrated biodiversity assessment into our supply chain risk
framework. Given our dependencies on mineral and rare earth sourcing, nature risk
could materially impact operations in five-year horizons.

Our board now requires scenario-testing for each strategic investment: climate
scenarios per TCFD, water stress scenarios per emerging frameworks, and biodiversity
impact scenarios per TNFD guidance. This integration of multiple risk lenses has
surfaced opportunities to integrate nature-positive practices into product design."

Question: How do you measure success in sustainable governance?

"We use four lenses: regulatory compliance (meeting CSRD, CSDDD, and upcoming
reporting deadlines), stakeholder expectations (investor feedback, employee
engagement scores, customer retention), financial integration (sustainability metrics
embedded in executive compensation, capital allocation frameworks), and systemic
impact (third-party verified GHG reductions, supply chain improvements, nature
restoration outcomes).

The breakthrough moment came when our CFO integrated ESG metrics into financial
planning. Scope 3 emissions reductions, water intensity targets, and biodiversity
restoration became balance-sheet considerations, not separate CSR reporting. That
integration—making sustainability part of core business strategy and finance—is where
governance truly transforms capability.”

5. TOOLS & RESOURCES

EFRAG AND EUROPEAN COMMISSION RESOURCES



- ESRS Amended Standards Framework: EFRAG's November 2025 submission to the
European Commission, reducing mandatory disclosure datapoints by 61% while
reinforcing double materiality principles. Technical support guidance expected in Q1
2026 (EFRAG, 2025).

- EU Taxonomy Simplified Templates: Updated reporting templates and FAQ guidance
(17 FAQs) published by the European Commission following July 2025 delegated act
adoption. Materiality thresholds and DNSH simplifications documented in regulatory
guidance (European Commission, 2026).

- Omnibus Implementation Guidance: Comprehensive materials addressing "Stop the
Clock" postponement timelines and regulatory simplifications for CSRD (second/third
wave reporting delays), CSDDD (extended transposition and compliance timelines), and
EU Taxonomy (materiality exemptions) (SEC, 2025a; SEC, 2025b).

STAKEHOLDER-FOCUSED GOVERNANCE RESOURCES

- Science-based Targets for Nature (SBTN) Platform: Expected launch June 2026,
enabling companies to set science-aligned biodiversity targets across land, water, and
ocean systems. Pilot methodology available from SBTN website; final guidance for all
sectors expected mid-2026 (SBTN, 2026).

- TNFD Framework for Nature-Related Risk Disclosure: Comprehensive framework for
integrating nature-related financial disclosures into enterprise risk management and
sustainability reporting. Implementation toolkits and sector guidance available (TNFD,
2025).

- Al Governance Frameworks for ESG: Emerging guidance on explainability, data
governance, human oversight, and fairness in Al systems deployed for sustainability
reporting and governance decision-making. EU Al Act implementation requirements
and best practices documentation (European Commission, 2025; DLT Science, 2025).

PROFESSIONAL DEVELOPMENT AND TRAINING

- Advanced CSRD Compliance Masterclass: Comprehensive certification programs
addressing simplified ESRS, double materiality assessment, scope 3 emissions
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management, and integrated reporting. Multiple providers launching accelerated Q1-Q2
2026 programs (Chartered Institute, 2026).

- Sustainability Committee Best Practices: Research-grounded training on establishing
effective sustainability committees, integrating biodiversity and nature risk assessment,
and aligning ESG governance with board hierarchy and decision-making processes
(Board Institute, 2026).

- Al in ESG Reporting: Specialized training on deploying Al and machine learning for ESG
data aggregation, materiality assessment, compliance automation, and scenario analysis.
Hands-on sessions with leading platforms (TechForGood Academy, 2026).

INDUSTRY RESEARCH AND BENCHMARKING

- 2025 Euronext ESG Trends Report: Data-driven analysis of 1,550+ listed companies
covering emissions trends, taxonomy alignment, science-based target adoption, and
governance maturity. Comprehensive benchmarking database for peer comparison
(Euronext, 2025).

- Wavestone CSR Barometer 2025: Global survey of corporate sustainability
departments examining Al adoption, ESG data maturity, governance structures, and
emerging priorities including biodiversity and nature risk. Sector-specific insights
included (Wavestone, 2025).

- Board Gender Diversity and Financial Performance Studies: Empirical research
examining relationships between board gender composition and ESG performance
across European markets, with focus on critical mass dynamics and executive
advancement (Emerald, 2025; Wiley, 2025).

6. UPCOMING EVENTS

MAJOR CONFERENCES AND FORUMS
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- European Corporate Governance Conference 2026 (June 10-12, 2026, Frankfurt):
"Governance for Resilience: Navigating Digital Transition and Planetary Boundaries."
Featured sessions on simplified CSRD implementation, biodiversity governance
innovation, Al ethics in governance, and gender diversity beyond token representation.
Keynotes from leading academics, practitioners, and policymakers (Corporate
Governance Institute, 2026).

- Annual Conference on European Company Law and Corporate Governance 2026 (May
5-6, 2026, Trier): Covering CSRD 2028/2029 implementation for second and third-wave
companies, CSDDD integration challenges, nature-related risk disclosure frameworks,
and EU Taxonomy simplifications. Parallel tracks for SME governance considerations
(Brussels Legal, 2026).

- Euronext Sustainability Week 2026 (September 7-14, 2026, Oslo, Norway): Full-week
forum featuring ESG experts, corporate issuers, investors, and policymakers. Sessions on
biodiversity finance, Al governance, scope 3 emissions management, and sustainable
bond market evolution (Euronext, 2026).

SPECIALIZED WEBINARS AND WORKSHOPS

- Biodiversity Governance and SBTN Implementation Webinar Series (May-June 2026):
Monthly sessions preparing companies for Science-based Targets for Nature platform
launch. Sector-specific guidance for agriculture, forestry, extractives, and financial
institutions. Led by SBTN and TNFD experts (SBTN, 2026).

- Al Ethics and ESG Governance Workshop (April 2026): Interactive exploration of
responsible Al deployment in sustainability reporting, governance decision-making, and
risk assessment. Case studies from leading European companies implementing Al-
powered governance platforms (Al Governance Forum, 2026).

- Gender Balance Directive Compliance Masterclass (February 2026): Focused support
for companies approaching June 30, 2026 deadline. Sessions on accelerating female
director recruitment, building succession pipelines, ensuring meaningful board
integration, and measuring governance effectiveness (Board Institute, 2026).

TRAINING AND CERTIFICATION PROGRAMS
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- Certified CSRD and Taxonomy Specialist Program: Comprehensive certification
addressing simplified ESRS, double materiality assessment, supply chain emissions
management, integrated reporting, and regulatory compliance. Offered in digital and in-
person formats by major professional bodies (ICAEW, 2026; 1A Europe, 2026).

- Nature Risk and Biodiversity Governance Certificate: Specialized training integrating
TNFD framework, science-based target methodologies, supply chain biodiversity
assessment, and disclosure requirements. Includes practical case studies and
stakeholder engagement strategies (Environmental Institute, 2026).

7. READER FEEDBACK / CALL TO ACTION

We invite your insights, challenges, and innovations in implementing European
sustainable governance frameworks within your organization. Your perspectives shape
the knowledge-sharing community driving governance excellence across Europe.

JOIN THE CONVERSATION

- Survey: Simplified ESRS Implementation Experience - Share your organization's
experience transitioning to amended ESRS standards. What simplifications proved most
impactful? What unexpected challenges emerged?

- Case Study Submissions: Innovative governance structures managing the dual
transition (digital and sustainability). How have companies successfully integrated Al
and nature-related risk assessment into board oversight?

- Q&A: Submit questions on biodiversity governance integration, Al ethics in ESG
reporting, managing second/third-wave CSRD reporting delays, or accelerating gender
balance board composition.

CONNECT WITH US

We particularly welcome insights on:
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- Practical approaches to establishing effective sustainability committees and measuring
their impact on ESG performance

- Early experiences with Science-based Targets for Nature methodology and integration
into corporate strategy

- Governance innovations addressing Scope 3 emissions management and supply chain
transparency

- Approaches to Al governance ensuring responsible, explainable deployment in
sustainability and compliance systems

- Lessons learned in board gender diversity beyond tokenism—advancing women to C-
suite roles and executive decision-making

Your contributions help build Europe's sustainable governance leadership. Together, we
can advance corporate practices that create lasting value for all stakeholders while
addressing planetary resilience, biodiversity restoration, and inclusive prosperity.

NEXT ISSUE PREVIEW

Our next edition will examine stakeholder governance evolution, featuring case studies
of European companies integrating worker representation, community voice, and
supplier accountability into corporate governance structures. We'll also explore
emerging frameworks for measuring and disclosing corporate contributions to the UN
Sustainable Development Goals within integrated reporting approaches.
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