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This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of the EFRAG
SRB/SR TEG. The paper does not represent the official views of EFRAG or any individual member of the
EFRAG SRB or EFRAG SR TEG. The paper is made available to enable the public to follow the discussions
in the meeting. Tentative decisions are made in public and reported in the EFRAG Update. EFRAG
positions, as approved by the EFRAG SRB, are published as comment letters, discussion or position
papers, or in any other form considered appropriate in the circumstances.

UNAPPROVED WORKING DOUMENT - IN PREPARATION OF
AMENDED ESRS EXPOSURE DRAFT

DRAFTING PROCESS FOR THE WORKING DOCUMENTS SO FAR

The EFRAG SRB and SR TEG provided written comments on the initial versions of the Secretariat
working documents prepared between the end of May and the first week of June. Based on those
comments, the EFRAG Secretariat prepared the new versions for mid June which were discussed
in meetings by both EFRAG SR TEG and SRB.

Subsequently these versions were amended and critically reviewed by dedicated review panels.
The review panels submitted the outcome of their work and the remaining points for discussion
to the EFRAG SRB and SR TEG.

All agenda papers for the 9/10 July EFRAG SR TEG meeting and 14/16 July SRB meeting (“V.1.6”)
have been prepared by the Secretariat on the basis of (i) the “V1.5” working documents discussed
by the EFRAG SRB and SR TEG, (ii) the review by the respective review panels within the SRB (with
SR TEG experts when appropriate) and (iii) the subsequent discussions and decisions in the SRB.
These steps took place at the end of June and in the first week of July.

All additional comments shared by members in writing on the “V1.5” working documents have
been considered and incorporated when consistent with the SRB decisions.

DISCLAIMER ON THE STATUS OF THIS UNAPPROVED DOCUMENT

This working document does not represent an EFRAG view at this stage. This “V.1.6” draft is now
made public as Working Document for the SR TEG discussions on 9/10 July and the SRB
discussions on 14/16 July 2025. It is not to be considered as Exposure Draft yet. It is unapproved
and still subject to change reflecting the discussions in those meetings and for editorial and quality
review that has not yet taken place. In addition, all Working Documents are not accompanied by
the necessary explanatory documents that are still being prepared and will accompany the
Exposure Draft.

EFRAG recommends stakeholders that intend to contribute to the consultation to plan their
review on the Exposure Drafts once they are issued, as they will benefit from the final content
and from explanatory content.

REVISED STRUCTURE AND DRAFTING CONVENTIONS
As compared to the ESRS Set 1 (adopted in July 2023), the structure of the standards has been
significantly revised and streamlined. In particular:
e All the “shall disclose/shall include/shall report/shall describe/shall explain” have been
considered and simplified. They are presented in the main body of the standard. They
have been counted as separate datapoints.
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Amendments to ESRS 2 - V1.5

e Below the text of each Disclosure Requirement in topical standards (or section for ESRS
1), boxed content presents the streamlined corresponding mandatory methodological
guidance, which is named “Application Requirements” (AR). This includes “shall consider”
as element of methodology for preparing the disclosure and “may (present)” for
presentation options. ARs are not counted as separate datapoints.

¢ Non mandatory appendices have been maintained in ESRS 1 on an exceptional basis,
given their importance (former AR 16).

e All the “may” disclosures have been either eliminated or moved to guidance, except for
a few of them which are exceptionally still being considered.

e All the non-mandatory content has been moved to separate documents named “Non-
Mandatory lllustrative Guidance (NMIG)”. While the four points above are drafted to
become part of the delegated act, the legal status of the NMIG remains open from an
EFRAG’s standpoint (either as appendices in the delegated act or as documents issued
independently of the delegated act) and will be considered by the EC in due course.
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UNAPPROVED WORKING DOCUMENT AMENDED ESRS 2 NON MANDATORY IMPLEMENTATION
GUIDANCE (V1.6)

Non-mandatory illustrative guidance

Introduction

This is document provides non-mandatory illustrations for the requirements in ESRS 2 (NMIG).
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GOV-1

NON MANDATORY ILLUSTRATIVE GUIDANCE — NMIG

GOV-1 The role the administrative, management and supervisory bodies with regards to
sustainability topics

NMIG 1. for In disclosing about the composition of the administrative, management
para. 9 and supervisory bodies the undertaking might include the following
elements:

(a) (par. 21a) the number of executive and non-executive members.

(b) (par 21 (c)) information about the administrative management and
supervisory bodies members’ experience relevant to the sectors, products
and geographic locations of the undertaking;

NMIG 2. for (AR 3) When disclosing about the roles and responsibilities of the
para.9 administrative, management and supervisory bodies, the undertaking
might include the form of oversight (e.g., information, consultation,
decision-making), and how it is organised and formalised within
governance processes;

(AR 4) The undertaking may support the understanding of its presentation
of the governance structure by using a diagram.

GOV-3

NON MANDATORY ILLUSTRATIVE GUIDANCE — NMIG
GOV-3 - Statement on due diligence

NMIG 3. for The core elements of due diligence are reflected directly in Disclosure
para. 13 Requirements set out in ESRS 2 and in the topical ESRS, as illustrated
below:

(a) embedding due diligence in governance, strategy and business model*

i. ESRS 2 GOV-1: Information provided to topics addressed by the
undertaking’s administrative, management and supervisory bodies;

ii. ESRS 2 GOV-3: Integration of sustainability-related performance in
incentive schemes; and

iii. ESRS 2 SBM-3: Material impacts, risks and opportunities and their
interaction with strategy and business model.

(b) engaging with affected stakeholders?
. ESRS 2 GOV-2;
ii. ESRS 2 SBM-2: Interests and views of stakeholders;

TUN Guiding Principle 16 and its commentary; UN Interpretive Guide, Questions 21 and 25 as well as OECD
Guidelines Chapter Il on General Policies (paragraph A.10), and chapter IV on Human Rights (paragraph 4; and
paragraph 44 of the Commentary); and OECD Due Diligence Guidance, Section Il (1.1 and 1.2) and Annex,
Questions 14 and 15.

2UN Guiding Principle 18 and its Commentary, UN Guiding Principle 20, Commentary to UN Guiding Principles
21 and 29, and UN Guiding Principle 31(h) and its Commentary; and the UN Interpretive Guide, Questions 30, 33,
42 and 76 as well as OECD Guidelines Chapter Il on General Policies (paragraph A.14 and paragraph 25 of the
Commentary); and OECD Due Diligence Guidance, Section Il (2.1.c, 2.3. 2.4.a, 3.1.b and 3.1.f) and Annex
Questions 8- 11.
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NON MANDATORY ILLUSTRATIVE GUIDANCE — NMIG

GOV-3 - Statement on due diligence

iii. ESRS 2 IRO-1;
iv. ESRS 2 GDR-P; and

v. topical ESRS: reflecting the different stages and purposes of stakeholder
engagement throughout the due diligence process.

(c) identifying and assessing negative impacts on people and the
environment?

i. ESRS 2 IRO-1; and
ii. ESRS 2 IRO-2;

(d) taking action to address negative impacts on people and the
environment*

i. ESRS 2 GDR-A; and

ii. Topical ESRS: reflecting the range of actions, including transition plans,
through which impacts are addressed.

(e) tracking the effectiveness of these efforts °
i. ESRS 2 GDR-M;
ii. ESRS 2 GDR-T; and

iii. topical ESRS: regarding metrics and target

GOV-4

NON MANDATORY ILLUSTRATIVE GUIDANCE — NMIG

GOV-4: Risk management and internal controls over sustainability reporting

NMIG 4. for In disclosing about risk management and internal control processes and
para. 15 systems in relation to sustainability reporting the undertaking might
provide the following elements:

(a) (26 (b)) the risk assessment approach followed, including the risk
prioritisation methodology;

(b) (26 (c)(e)) how the undertaking integrates the findings of its risk
management and internal controls in relation to sustainability reporting
into relevant internal functions and processes as well as how it reports
these findings to the administrative, management and supervisory bodies.

3 UN Guiding Principles 17, 18 and 24 and their Commentaries, and the Commentary to UN Guiding Principle 29;
and the UN Interpretive Guide, Questions 9, 12-13, 27-28, 36-42, and 85-89 and OECD Guidelines Chapter Il on
General Policies (paragraphs A.10-11 and paragraph 14 of the Commentary), and Chapter IV on Human Rights
(paragraphs 1-2 and paragraphs 41-43 of the Commentary); and OECD Due Diligence Guidance, Section Il (2.1-
2.4) and Annex Questions 3-5, and 19-31).

4 UN Guiding Principles 19, 22 and 23 and their Commentaries; and the UN Interpretive Guide, Questions 11, 32,
46-47, 64-68 and 82-83 and OECD Guidelines Chapter Il on General Policies (paragraphs A.12 and paragraphs
18-22 of the Commentary), and Chapter IV on Human Rights (paragraphs 3 and 42-43 of the Commentary); and
OECD Due Diligence Guidance, Section Il (3.1-3.2) and Annex Questions 32-40).

5UN Guiding Principles 20 and 31(g) and their Commentaries; and the UN Interpretive Guide, Questions 49-53
and 80 and OECD Due Diligence Guidance, Section Il (4.1 and 5.1) and Annex Questions 41-47.
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SBM-1

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG

SBM-1 Strategy, business model and value chain

NMIG 5. for par.
17 (b)

(new) ESRS 2 does not mandate a specific classification system of business
activities. In disclosing the list of its significant sectors the undertaking
might consider the following elements:

(a) the NACE classification system (Nomenclature générale des Activités
Economiques dans les Communautés Européennes NACE Rev.2.1);

(b) the reportable segments disclosed in the financial statements in
accordance with IFRS 8 Operating segments or local general accepted
accounting principles; and

(c) available classification best practices or frameworks.

When reporting on its significant sectors, the undertaking may incorporate
information by reference to the breakdowns of its financial performance
measures, as reported in the financial statements.

NMIG 6. for (42 (c) and AR 13 amended) In disclosing the information on its business

para. 18 model and value chain the undertaking might include the following
elements:
(a) its main business actors (such as key suppliers, customers, distribution
channels and endusers) and their relationship to the undertaking;
(b) coverage of its key value chains, if the undertaking has multiple value
chains;
(c) its key business relationships and their key characteristics;
(d) its key activities, resources, distribution channels and customer
segments.

SBM-2

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG

SBM-2 Interests and views of stakeholders

NMIG 7. for (new) When disclosing about the stakeholder engagement, the

para. 20 undertaking might include how the engagement is organised and whether
a particular purpose is sought.

NMIG 8. for In the case of engagement with affected stakeholders, the undertaking

para. 20 (a) might include whether this engagement has been directly with the affected
stakeholders or through their legitimate representatives (e.g. workers’
representatives).

NMIG 9. for The channels used to engage with stakeholders include, but are not

para. 20 (a)

limited to, grievances mechanisms and other channels to raise their
concerns or needs. Social dialogue, surveys, mediation, negotiation,
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NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG

SBM-2 Interests and views of stakeholders

shareholder engagement, different types of meetings and on-site visits
whose objectives are focused on engagement, are examples of specific
channels that can be used with some stakeholders and depending on
context, activities, and circumstances.

NMIG 10. for
para. 20 (b)

The views and interests of stakeholders can also be collected by the
undertaking through its due diligence process. They can be relevant to one
or more aspects of the data point [SBM-2 paragraph 20], in particular,
regarding the undertaking’s strategy or business model. As such, these
views and interests may affect the undertaking’s decisions regarding the
future direction of the strategy or business model.

IRO-2

NON-MANDATORY ILLUSTRATIVE GUIDANCE - NMIG

IRO-2 — Material impacts, risks and opportunities and Disclosure Requirements included in
the sustainability statement

NMIG 11. para.
28 (a) for Social
topics

(old S1-S4 SBM-3 paragraphs) In relation to affected stakeholders, the
undertaking might include a description of the key stakeholders, including
affected stakeholders in its value chain subject to material impacts and
whether and how the undertaking has developed an understanding of how
people with particular characteristics may be at a greater risk of harm
based on the materiality assessment.

NMIG 12. para
28 (a) for Social
topics

(old S1-S4 SBM-3 paragraphs) Material negative impacts are either (i)
widespread or systemic in contexts where the undertaking operates (for
example, child or forced labour or compulsory labour in specific countries
or regions outside the EU), or (ii) related to individual incident (for
example, an industrial accident or an oil spill). The same principle applies
to positive impacts.

NMIG 13. for
para. 28 (a)

(AR 17 amended) When describing where in its upstream and/or
downstream value chain material impacts, risks and opportunities are
concentrated, the undertaking might refer to the following elements:
geographical areas, facilities or types of assets, inputs, outputs and
distribution channels.
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GDR-P

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG

General Disclosure Requirement for policies — GDR-P

NMIG 14. for
para. 34

(new) A policy may cover different topics but disclosed once. An example
whereby an undertaking shares the same policy across the environmental
standards is a Responsible Care management system that covers pollution
and water impacts. Another example is an undertaking that has a
sustainable purchasing policy including a forest policy, that covers both
ESRS S2 Workers in the value chain and ESRS S3 Affected communities.

NMIG 15.for
para. 34 for
Social

(new from existing S1-S4; S1 AR10, AR13) When disclosing its policies
related to social topics, the undertaking might include the following
elements:

(a) supplier codes of conduct that the undertaking may have, indicating
whether they include provisions addressing the safety of workers,
precarious work (i.e. use of workers on short-term or limited hours
contracts, workers employed via third parties, sub-contracting to third
parties or use of informal workers), human trafficking, the use of forced
labour or child labour, and whether such provisions are fully in line with
applicable ILO standards;

(b) policies and commitments to prevent or mitigate the risks and negative
impacts on people in its own workforce related to reducing carbon
emissions and transitioning to greener, climate-neutral operations as well
as its policies and commitments to provide opportunities for the workforce
such as job creation and upskilling, including explicit commitments to a
‘just transition’.

NMIG 16. for
para. 34 (b)

(AR 21 amended) The description of the scope of the policy can detail
further boundaries relevant to a specific topic or to the undertaking’s
circumstances, which may include geographies, life cycles, and other
similar factors.

GDR-A

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG

General Disclosure Requirement for actions and resources — GDR- A

NMIG 17. for
para. 38

(69 (a) amended) When disclosing the resources allocated to key actions
the undertaking might disclose the key contractual terms of sustainable
finance instruments, such as green bonds, social bonds and green loans.
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GDR-T

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG

General Disclosure Requirement for targets — GDR-T

NMIG 18. for
para. 43

(AR 26) The baseline and the assessment of the progress shall be related
to the impacts, risks and opportunities which underpin the materiality of
the topic addressed by the policy. For example, the undertaking may assess
an increase of wages by a certain percentage for those below an adequate
wage, or it may assess the quality of its relationships with affected
communities by reference to the proportion of issues raised by
communities that were resolved to their satisfaction.

NMIG 19. for
para. 42

(AR 25 amended) When disclosing the information on progress made
towards achieving the targets the undertaking may present it in a
comprehensive table, including information on the baseline and target
value, milestones, and achieved performance over the prior periods.

EFRAG SR TEG, 10 July 2025 Page 10 of 10



