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DISCLAIMER (") EFRAG

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.
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REVISED STRUCTURE AND DRAFTING CONVENTIONS OVERALL ([JEFRAG

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.

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 Illlustrative
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.

The term “matter” is replaced by “topic” and the latter is meant to indicate either “topic” or “subtopic” depending
on the level needed to meet the relevant disclosure objective.
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ESRS 1 — Summary of main changes (1/2) ) EFRAG

* New section presenting “practical considerations” in the execution of the DMA

* The role of information materiality has been clarified and made more prominent, to have an
overarching filter for the inclusion of any information in the sustainability statement.

* Emphasis has been put on the objective of fair presentation, a key concept retained by the ISSB
and many other reporting frameworks, based upon the key quality characteristics of relevance
and faithful representation.

* The relationship between identification of material impacts, risks and opportunities (‘IROs’) and
the material topics and sub-topics to be reported has been clarified.

* A specific focus has been put on intended granularity of the report (IROs versus topics),
across all the disclosures and at a general requirement level.

* Flexibility is provided to the undertaking to decide at which level to report, based on the
nature of the IROs and reflecting the managerial approach to them.
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ESRS 1 — Summary of main changes (2/2) ) EFRAG

* The illustrative nature of the list of topics in ESRS 1, AR 16 (now Appendix A) has been clarified
and streamlined to only two levels (eliminating the sub-sub-topic) while respecting the
content of the CSRD.

* New guidance has been introduced on how to consider the implemented remediation,
mitigation and prevention policies and actions when assessing the materiality of an impact (so
called “gross versus net” issue).

* Introduction of burden-reduction reliefs including on, among others:

* Broad use of the ‘undue cost and effort’ for materiality assessment
The extent of coverage in the value chain and for all metrics (own operations and vc)
Acquisitions and disposals, based on pragmatism and the availability of data

* Boundaries of reporting and value chain
* Etc.

Others

» Streamlined language while not disrupting the implementation investment done by the
companies in wave 1 with the introduction of new language for the most critical general
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EFRAG is co-funded by the European Union through
the Single Market Programme in which the EEA-EFTA
countries (Norway, Iceland and Liechtenstein), as well
as Kosovo participate. Any views and opinions
expressed are however those of the presenter only
and do not necessarily reflect those of the European
Union, the European Commission or of countries that
participate in the Single Market Programme. Neither
the European Union, the European Commission nor
countries participating in the Single market
Programme can be held responsible for them.
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