EFRAG SR TEG meeting 9/10 July 2025
EFRAG SRB meeting 14/16 July 2025
Agenda Paper 05.02

Amended ESRS E1 - V1.6

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.

Draft Amended Non-Mandatory lllustrative Guidance ESRS E1 Climate
Change UNAPPROVED Working document

(E1 Vi.6)

DRAFTING PROCESS FOR THE WORKING DOCUMENTS SO FAR

The EFRAG SRB and SR TEG provided written comments on the “V.1” versions of the Secretariat working
drafts prepared between the end of May and the first week of June. Based on those comments, the EFRAG
Secretariat prepared the “V1.5” versions which were discussed in meetings mid-June 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
ST 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. Step (i) and (ii) took place in the
first week of July.

All comments shared by members in written 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. They are not to be considered as Exposure Drafts yet. They are 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, they 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 revised and
streamlined. In particular:

- Allthe “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.

- 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
still named “Application Requirements” (AR). This includes “shall consider” as element of
methodology for preparing the disclosure and “may (present)” for presentation options.

- Non mandatory appendices have been maintained in ESRS 1 on an exceptional basis, given their
importance (former AR 16).
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- All the “may” disclosures have been either eliminated or moved to another category (either
deleted or moved to guidance), except for a few of them which are exceptionally still being
considered.

- All the non-mandatory content has been moved to separate documents named “Non-Mandatory
Illustrative 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.

HOW TO READ THIS DOCUMENT
The paragraph numbering has been revised to reflect the draft amendments. Where applicable, the
previous Set 1 paragraph numbers are indicated in brackets — for example, ‘4. (24)’ or ‘4. (24. amended)’.
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NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG on E1-2 Climate-related risks and scenario analysis

When disclosing information on the process used to identify physical risks, the
undertaking might refer to the categories of climate-related hazards in the table

below.
Classification of climate-related hazards
Type Chronic hazards Acute hazards
Changing temperature (air,
Temperature- | freshwater, marine); heat Heatwaves; cold spells / frost;
related stress; temperature wildfires
NMIG 1 for para. 17 variability; permafrost thaw
Cyclones, hurricanes;

(physical  climate- Wind-related | Changing wind patterns typhoons; storms (blizzards,
related hazards) dust/sandstorms), tornadoes)

Changing precipitation
patterns and variability;
ocean acidification; saline
intrusion; sea level rise;
water stress

Coastal erosion; soil
degradation / erosion;
solifluction

Drought; heavy precipitation
(rain, hail, snow); floods
(coastal, river, surface,
groundwater); glacial lake
outbursts

Water-related

Avalanches; landslides;
subsidence

Solid mass-
related

When disclosing information on the process used to identify transition risks, the
undertaking might refer to the examples of climate-related transition events in the

table below.
Examples of climate-related transition events
Policy and legal Technology Market Reputation
e Increased Substitution Changing Shifts in
pricing of of existing customer consumer
GHG products and behaviour preferences
emissions services with Uncertainty Stigmatisation
e Enhanced lower in market of sector
emissions- emissions signals Increased
NMIG 2 for para. 17 reporting options Increased stakeholder
obligations Unsuccessful cost of raw concern
(climate-related e Mandates investment in materials Negative
transition events) on and new stakeholder
regulation technologies feedback
of existing Costs of
products transition to
and services lower
e Mandates emissions
on and technology
regulation
of existing
production
processes
e Exposureto
litigation
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NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG on E1-4 Policies related to climate change

NMIG 3 for para. 22

(Policies related
to climate change)

(25 amended) When disclosing on policies related to climate change, the
undertaking shall enable users of the sustainability statements an understanding of:

(a) how they address climate change mitigation;
(b) how they address climate change adaptation;
(c) how they address energy.

NMIG 4 for para. 22

(Policies related
to climate change)

(AR 17 amended) Policies related to climate change mitigation address the
management of the undertaking’s greenhouse gas (‘GHG’) emissions, GHG removals
and transition risks over different time horizons in its own operations and/or in the
upstream and downstream value chain.

Policies related to climate change adaptation address the management of the
undertaking’s physical climate risks and of its transition risks related to climate
change adaptation.

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG on E1-5 Actions and resources in relation to climate

change

NMIG 5 for para. 24
(Financial resources)

(amended AR 20) As per ESRS 2 AR 29, information on resource allocation can be
broken down between:

(a) capital expenditure and operating expenditure. In this case, if disclosing
CapEx and OpEx, only significant amounts required for the implementation
of the key actions are needed, as the purpose of this information is to
demonstrate the credibility of the undertaking’s actions rather than to
reconcile the disclosed amounts to the financial statements;

(b) resources applied in the current reporting year, in which case CapEx and
OpEx amounts shall be the additions made to both tangible and intangible
assets during the current financial year;

(c) the planned allocation of resources over specific time horizons, covering
future periods of implementing actions and where the figures can be
reported as ranges, given their higher uncertainty.

NMIG 6 for para. 24
(Financial resources)

(amended AR 22) Undertakings can fulfil their reporting obligations under ESRS 2
GDR-A, paragraph 37, by referring to their CapEx and OpEx key performance
indicators and, if applicable, the CapEx plan required by EU Taxonomy (Commission
Delegated Regulation (EU) 2021/2178). The undertaking can explain any potential
differences between the significant OpEx and CapEx amounts disclosed under this
Standard and the key performance indicators disclosed under Commission
Delegated Regulation (EU) 2021/2178 due to, for instance, the disclosure of non-
eligible economic activities as defined in that delegated regulation. The undertaking
can structure its actions by economic activity to compare its OpEx and CapEx and, if
applicable, its OpEx and/or CapEx plans to its Taxonomy-aligned key performance
indicators.

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG on E1-6 Targets related to climate change
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NMIG 7 for para. 26
(Intensity target)

Agenda Paper 05.02
Amendments to ESRS E1 - V1.6

(AR 23 amended) Intensity targets are formulated as ratios of GHG emissions
relative to a unit of physical activity or economic output. Relevant units of activity or
output are dependent on the activities the undertaking conducts as well as common
and best practice in the sector.

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG on E1-7 Energy consumption and mix

NMIG 8 for para. 28

(Renewable sources)

When disclosing total energy consumption from renewable sources, the following
are possible elements to cover:

(a) fuel consumption from renewable sources including biomass (also comprising
industrial and municipal waste of biologic origin), biofuels, biogas, hydrogen
from renewable sources, etc.;

(b) consumption of purchased or acquired electricity, heat, steam and cooling
from renewable sources; and

(c) consumption of self-generated non-fuel renewable energy.

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG on E1-8 Gross scopes 1, 2, 3 emissions

NMIG 9 for para. 32
(Emissions reporting
boundary)

(AR 40 amended) When preparing the information for reporting GHG emissions as
required by AR 20, the undertaking might consolidate 100% of the GHG emissions of
the entities it operationally controls. In practice, this happens when the undertakings
holds the license — or permit — to operate assets. When it has a contractually defined
part-time operational control, it shall consolidate 100% of the GHGs emitted during
the time of its operational control.

NMIG 10 for para. 32
(Contractual
instruments)

Contractual instruments are any type of contract between an undertaking and
another party for the sale and purchase of energy bundled with attributes about the
energy generation or for unbundled energy attribute claims (unbundled energy
attribute claims relate to the sale and purchase of energy that is separate and distinct
from the GHG attribute contractual instruments).

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG on E1-9 GHG removals and GHG mitigation projects
financed through carbon credits

NMIG 11 for para. 34
and 35

(GHG removals and
carbon credits)

While there are no generally accepted concepts and methodologies for accounting
for GHG removals, this Standard aims to increase transparency on the undertaking’s
efforts to remove GHGs from the atmosphere (paragraph 35). The GHG removals
outside the value chain that the undertaking supports through the purchase of
carbon credits are to be disclosed separately, as required by paragraph 34.

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG on E1-10 Internal carbon pricing
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NMIG 12 for para. 38

(Internal carbon
pricing)
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When disclosing the information required under paragraph 38, the undertaking
might:

(a) assess the materiality of internal carbon pricing based on its exposure to
carbon pricing risks and opportunities;

(b) where disclosure of specific internal carbon pricing values or detailed
governance processes is deemed critical to business or sensitive, provide a high-level
qualitative description of its internal carbon pricing approach and an explanation of
why detailed figures are omitted, in line with ESRS confidentiality and materiality
provisions. A statement indicating that more detailed information is available
internally (e.g. to auditors or regulators under confidentiality) can also be used.

NON-MANDATORY ILLUSTRATIVE GUIDANCE — NMIG on E1-11 Anticipated financial effects from material
physical and transition risks and potential climate-related opportunities

NMIG 13 for para. 41
(Transition risk)

(amended AR 75) Other approaches and methodologies might be applied to assess
how transition risks might affect the future financial position of the undertaking. In
any case, the disclosure of anticipated financial effects shall include a description
of the methodologies and definitions used by the undertaking.

NMIG 14 for para.
41(d)
(Potential liability)

(amended AR 74) The following are examples of information to be disclosed on
potential liabilities from material transition risks required under paragraph 41(d):
(a) undertakings that operate installations regulated under an emission trading
scheme might include a range of potential future liabilities originating from
these schemes;
(b) undertakings subject to the EU ETS might disclose potential future liabilities
that relate to their allocation plans for the period before and until 2030 based
on:
i. the number of allowances held by the undertaking at the beginning of the
reporting period;
ii. the number of allowances to be purchased in the market yearly, i.e.
before and until 2030;
iii. the gap between estimated future emissions under various transition
scenarios and free allocations of allowances that are known for the period
until 2030; and
iv. the estimated yearly cost per tonne of CO2 for which an allowance needs
to be purchased;
(c) the number of Scope 1 GHG emission allowances within regulated emission
trading schemes and the cumulative number of emission allowances stored
(from previous allowances) at the beginning of the reporting period;
(d) undertakings disclosing volumes of carbon credits planned to be cancelled
in the near future (Disclosure Requirement E1-9) might disclose potential
future liabilities associated with those based on existing contractual
agreements;
(e) monetised gross Scope 1, 2 and total GHG emissions (in monetary units)
calculated as follows:
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i. monetised Scope 1 and 2 GHG emissions in the reporting year by the
following formula:

(a) (gross Scope 1 GHG emissions (t COzeq) +
gross Scope 2 GHG emission (t COzeq)) X

GHG emission cost rate (;)
t COzeq
ii. monetised total GHG emissions in the reporting year by the following
formula:

(b) Total GHG emissions (t CO,eq) X GHG emission cost rate (ﬁ)
2

iii. by use of a lower, middle and upper cost rate for GHG emissions (e.g.
market carbon price and different estimates for the societal costs of carbon)
and the reasons for selecting them.

NMIG 15 for para.
41(e)

(Revenue at
transition risk)

(amended AR 76) When disclosing the revenue from business activities at
transition risk, the undertaking might present a breakdown of its business activities
with the corresponding details of the associated percentage of current net
revenue, risk factors (events and exposure) and, when possible, the anticipated
financial effects related to margin erosion over the short, medium and long term.
The nature of business activities might also be disaggregated by operating
segments if the undertaking has disclosed the contribution of margins by
operational segments in its segment reporting in the financial statements.

NMIG 16 for para. 42
(Climate-related
opportunity)

(amended 69) When disclosing on climate-related opportunities, the undertaking
can consider expected cost savings from climate change mitigation and adaptation
actions as well as potential market size, expected changes to revenue from low-
carbon products and services or adaptation solutions to which the undertaking has
or might have access.
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