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Draft Amended Non-Mandatory lllustrative Guidance ESRS E5 Resource
Use and Circular Economy (E5 V1.6)

DRAFTING PROCESS FOR THE WORKING DOCUMENT 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.

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:

- 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.

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

- 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 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.

HOW TO READ THE DOCUMENT

The paragraph numbering has been revised to reflect the draft amendments. Where applicable, the
previous Set 1 paragraph number is indicated in brackets—for example, ‘4. (24)’ or ‘4. (24. amended)’.
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NON-MANDATORY ILLUSTRATIVE GUIDANCE ON E5-1 - Policies related to resource use and circular

economy

NMIG 1 for para.
10 and 11
(Policies
related to
resource use
and circular
economy)

The following are possible elements to cover in disclosing the undertaking’s policies:

(a) resource inflows: extraction (sustainable sourcing and transitioning away
from use of virgin resources; use of renewable resources), dematerialization,
reduction of materials intensity (especially critical and strategic raw
materials), increasing the circular material use rate (increases in use of
secondary and recycled resources);

(b) resource outflows (products & services): the implementation of key eco-
design principles such as Reuse, Repair, Refurbish, Remanufacture and
Repurpose;

(c) resource outflows (waste): waste hierarchy tracking, reduction, recycling and
reclamation of waste; other recovery operations and disposal.

NON-MANDATORY ILLUSTRATIVE GUIDANCE ON E5-2 - Actions and resources related to
resource use and circular economy

NMIG 2 for para.
12

(Actions and
resources
related to
resource use
and circular
economy)

The following are possible elements to cover in disclosing the undertaking’s
actions:

(a) the integration of circular economy operations and activities
including, for instance smart waste collection systems;

(b) organisational resources allocated to circularity-related R&D and
patents filings;

(c) how the undertaking engages with consumers to raise awareness
about sustainable consumption practices, such as reduced
purchasing of products, product sharing, exchange, reuse, and
recycling.

NMIG 3 for para.
12

(Actions and
resources related
to resource use
and circular
economy)

The following are possible elements to cover when disclosing on actions
under ESRS 2 GDR-A:

(a) actions taken to engage with its upstream and downstream value
chain and/or its local network on the development of collaborations
or initiatives increasing the circularity of products and materials;

(b) other circularity-related engagements with stakeholders such as
competitors, suppliers, retailers, customers, other business partners,
local communities and authorities and government agencies;

(c) illustrative examples: cross-sector solutions (different sectors
working together to reduce waste and improve recyclability), R&D
partnerships (joint research initiatives to innovate circular practices),
collaborative supply chains (cooperation between suppliers,
manufacturers, and retailers for sustainable product design),
community engagement (NGOs and community groups raising
awareness and bringing stakeholders together).
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NON-MANDATORY ILLUSTRATIVE GUIDANCE ON E5-3 — Targets related to resource use and circular

economy

NMIG 4 for para.
13

(Targets related
to resource use
and circular
economy)

The following are possible elements to cover when disclosing targets on
resource use and circular economy:

(a) anincrease in products that follow circular design principles
(including for instance design for durability, dismantling,
reparability, recyclability etc.);

(b) anincrease in secondary material use-rate;

(c) the minimization of primary raw material and in particular of critical
and strategic raw material,;

(d) sustainable sourcing and use (in line with the cascading principle) of
renewable resources. In this case the undertaking might explain its
organisational definition of ‘sustainable sourcing’ and the use of
external certification schemes;

(e) waste management targets (according to waste hierarchy),
including preparation for proper treatment; and

(f) other matters related to resource use or circular economy.

NON-MANDATORY ILLUSTRATIVE GUIDANCE ON E5-4 — Resource inflows

NMIG 5 for para.
15 (d)

(Resource
inflows)

A possible element to cover when reporting paragraph 15(d) is information on
the materials that are secondary sourced from by-products / waste stream
(e.g. offcuts of a material that has not previously been in a product).

NMIG 6 for para.
15 (e)

(Resource
inflows)

When reporting paragraph 15(e), information on sustainably sourced
biological materials, the undertaking might explain its organisational
definition of ‘sustainable sourcing’ and the use of external certification
schemes.

NON-MANDATORY ILLUSTRATIVE GUIDANCE ON ES5-5 — Resource outflows

NMIG 7 for para.
17

(Product and
services)

When reporting paragraph 17, these are the possible eco-design related
principles that can be used when referring to products or product categories:
(a) improving product durability, reusability, upgradability and
reparability;
(b) enhancing energy and resource efficiency;
(c) increasing recycled content;
(d) making products easier to remanufacture and recycle;
(e) reducing the presence of substances that inhibit circularity;
(f) reducing carbon and environmental footprints; and improving the
availability of information on product sustainability.
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services)
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When reporting paragraph 17, the following classification can be used by the
undertaking to disclose on its circularity-contributing services (additional/
alternative ones can be disclosed by the undertaking):

(a) maintenance and repair services: These services focus on extending
the life of products by providing maintenance, repair, and
refurbishment. Examples include electronics repair shops, vehicle
maintenance services, and appliance repair.

(b) reuse and redistribution services: These services facilitate the reuse
of products by redistributing them to new users. Examples include
second-hand stores, online marketplaces for used goods, and rental
services.

(c) product-as-a-service (PaaS): This model involves offering products as
services rather than selling them outright. Customers pay for the use
of the product rather than owning it. Examples include car-sharing
services, subscription-based fashion, and equipment leasing.

(d) recycling and resource recovery services: These services focus on
recovering materials from end-of-life products and reintroducing
them into the production cycle. Examples include recycling centres,
waste management services, and material recovery facilities.

(e) sustainable design and consulting services: These services focus on
creating modular and customisable products that are easy to repair,
upgrade, and recycle, while also providing lifecycle assessments
(LCA) and expert sustainability consulting to help businesses
integrate circular economy principles into their operations and
product designs.

NMIG 9 for para.
17

(Product and
services)

When reporting under paragraph 17(a),(b), a comparison of products
durability and reparability metrics to industry averages (if those are available)
can provide useful contextual information.

NMIG 10 for para.

18(a)
(Waste)

When considering the waste streams relevant to its sectors or activities, the
list of waste descriptions from the European Waste Catalogue is the reference
point. Examples of waste streams include tailings for undertaking in the
mining sector, electronic waste for the undertaking in the consumer
electronics sector, or food waste for the undertaking in the agriculture or in
the hospitality sector.

NMIG 11 for para.

18(b)
(Waste)

When providing information under ESRS 2 MDR-M respecting its Resource
outflows (Waste) metrics, if presenting a high percentage of waste (>50% of
weight) directed to disposal the undertaking might explain the reasons for it.

NMIG 12 for para.

18(c)(iii)
(Waste)

When an undertaking reports according to 18(c)iii ‘other types of recovery’,
the undertaking might reference types of recovery according to Annex 2,
Directive 2008/98/EC of the European Parliament and of the Council of 19
November 2008 on waste and repealing certain Directives.
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NMIG 13 for para. | When an undertaking reports according to 18(d)(i) ‘thermal-based disposal’,
18(d)(i) the following are nonexclusive options to be reported: Incineration,
(Waste) incineration with energy recovery, co-incineration.

NMIG 14 for para. | When an undertaking reports according to 18(d)(iii) ‘other disposal
18(d)(iii) operations’, it might reference the type of operation according to Annex 1,
(Waste) Directive 2008/98/EC of the European Parliament and of the Council of 19
November 2008 on waste and repealing certain Directives.
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