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Part 2—SURVEY QUESTIONS - HIGH LEVEL FEEDBACK

TOPIC 1: Revised ESRS as basis for ESRS-40a ED; approach to deleting
datapoints or reformulating paragraphs as required by CSRD

Do you agree with the way EFRAG has implemented the provisions of the
Accounting Directive (Articles 40a-40d), particularly in deleting RORD-related
disclosures and financial effects, as well as maintaining financial information that
provides useful contextual information to understand the impacts and how they are
managed?

YES.

We agree with the overall approach of seeking to increase the transparency of

third-country undertakings’ sustainability-related impacts and to ensure a level
playing field with EU undertakings, while also taking into account the reporting
burden on those third-country undertakings.

We believe this approach will help reduce the practical burden on third-country
undertakings by avoiding duplication with disclosures based on the ISSB
Standards. This is particularly significant for general trading companies, which
operate a wide range of businesses around the world, as it limits the effort

required to collect, analyze, and disclose information.
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TOPIC 2 - Mixed approach: option to limit the ESRS-40a sustainability report
transparency to EU-related impacts only (paragraphs 28-30 of the ESRS-40a 1
ED)

Do you support the inclusion of a ‘mixed approach’ option in the ESRS-40a ED,
which allows limiting disclosures to EU-related impacts only for some topics?
YES.
Reasons:

It captures impacts that have a link with the EU.
It provides a proportionate approach to third-country groups without imposing
excessive costs connected to global reporting for all topics.

Reasons and Suggested Improvements:

We support the inclusion of a ‘mixed approach’ narrowing the reporting scope
to material activities in the EU as a means of balancing the need to ensure a
level playing field with EU undertakings with the need to avoid excessive
extraterritorial application to third-country undertakings. Particularly for
general trading companies and other third-country undertakings that operate a
wide range of businesses around the world, a uniform global reporting
requirement even for businesses with a limited connection to the EU market
could impose a burden disproportionate to the scale of their business in the EU.
We therefore consider the mixed approach to be a reasonable option.

Our member companies have differing views as to how EU-related impacts
should be identified.

Some members feel that the complex interlinkages among general trading
companies’ global transactions, investments, and value chains make it difficult
to isolate EU-related impacts only, and that more specific guidance is needed on
interpretation of the language “can be reasonably assumed” and on
determination of a link with the EU through the value chain.

Others feel that a link with the EU is easy to grasp on a location basis, while on
a customer basis too, commercial flows to the EU can be identified in practice
through the management of sales records and shipment destinations.
Furthermore, they take the view that, rather than prescribing the same method
for all companies to meaningfully identify EU-related impacts, management
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should determine which method to use in line with actual business and
management practices, taking into account dialogue with assurance providers,
and detailed guidance is therefore not appropriate.

Given these differing views, we would like to see a framework that clearly
defines the basic principles for determination but allows flexibility in the actual
decision according to the business characteristics and management practices of
each company.

Definition of EU-related impacts.

Paragraph 28(a) of the ESRS-40a 1 ED refers to EU-related impacts (customer
component) as: ‘impacts that arise from products and services that were or can be
reasonably assumed to be sold or provided in the EU market, including by third
parties (downstream value chain actors such as distributors and traders)’.

Do you agree with this formulation, which remains at the principles-based level?
YES.

For preparers, do you intend to apply the mixed approach?
YES.
i.To which topic/sub-topic or group of impacts do you intend to apply the mixed

approach?

Some companies are still considering or planning to consider this question, while
others plan to apply it to all topics.

ii. How would you apply it?

Some companies are still considering or planning to consider this question, while
others envisage disclosing on those topics deemed to be material based on their
impact materiality assessment results, limited to the extent of their connection

to businesses that give rise to impacts on the EU market.

PART 3 - SURVEY QUESTIONS - DETAILED FEEDBACK

TOPIC 1 - Revised ESRS as the basis for the ESRS-40a ED and approach to
deleting datapoints or reformulating paragraphs as required by the CSRD
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Despite the focus on impacts and the deletion of RORD, do you agree with the

reference to fair presentation in the reporting objective of the ESRS-40a ED in

paragraph 5 of the ESRS-40a 1 ED?
YES.

TOPIC 2 - Mixed approach: option to limit the ESRS-40a ED sustainability report
transparency to EU-related impacts only (paragraphs 28-30 of the ESRS-40a 1
ED

Do you think human rights impacts should be excluded from the mixed approach
and reported globally, regardless of where they occur or whether they are
connected to products and services sold to the EU?

No, reporting can be limited to EU-related impacts.

Under the ED, companies can limit the disclosure to EU-related impacts without

considering whether the impacts can be geographically contained (both in terms

of where the impacts occur and where their effects are experienced). Do you agree

with this approach? (see the Basis for Conclusions, sub-chapter detailed

discussions of key topics, BC46-BC61)
YES.

Do you think that fair presentation can be achieved under the mixed approach?
YES.

Do you agree with the flexible formulation of the option, which allows companies
to choose the scope of reporting (global or EU-related impacts) at topic, sub-topic
or group-of-impacts level, irrespective of how other topics, sub-topics or groups
of impacts within the same topic are treated?

YES.

For preparers and assurance providers, do you anticipate implementation
challenges when applying the mixed approach?
YES.
Implementation challenges:
How to report in accordance with ESRS-40a 2 ED
How to report in accordance with ESRS-40a E2 ED
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How to report in accordance with ESRS-40a E3 ED
How to report in accordance with ESRS-40a E4 ED
How to report in accordance with ESRS-40a E5 ED
How to report in accordance with ESRS-40a S1 ED
How to report in accordance with ESRS-40a S2 ED
How to report in accordance with ESRS-40a S3 ED
How to report in accordance with ESRS-40a S4 ED
How to report in accordance with ESRS-40a G1 ED

Reasons and Suggested Improvements:

Where a third-country undertaking’s connection with the EU market arises
mainly through investment in and management involvement with operating
companies within the EU rather than through commercial flows such as imports
and exports, its material impacts within the EU are expected to center on matters
relating to the EU operating companies in which it has invested.

In that case, even though the disclosure obligation applies to the third-country
undertaking, the resulting disclosures would focus mainly on details of EU
operating companies that are not themselves subject to ESRS-40a, along with
information about their value chains. Please clarify whether such disclosure
aligns with the intent of ESRS-40a and whether the data subject to disclosure is

limited to information about those EU operating companies.

ESRS-40a 2 ED BP-1, paragraph 4(a), requires the undertaking to disclose whether
the sustainability report has been prepared using the mixed approach and, if so, to
explain — per topic, sub-topic, or group of impacts — how EU-related impacts were
determined and how the conditions set out in the ESRS-40a 1 ED, paragraphs 29
and 30, and AR 6 have been met.

Do you consider these requirements to be clear, feasible and sufficient to ensure
proper understanding of when and how the mixed approach is applied?

YES.

Do you agree with the specifications in the ESRS-40a 2 ED that provide guidance
on how to apply this Standard when reporting on EU-related impacts?
YES.

Do you agree with the specifications in the ESRS-40a ED topical standards that
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provide guidance on how to apply this Standard when reporting on EU-related
impacts?
YES.

Breakdown for own workforce. Do you think it would be useful for users of
sustainability reports if companies that opt for the mixed approach were required
to disaggregate the quantitative metrics in Disclosure Requirements S1-6 to S1-16
- e.g. health and safety metrics such as number and rate of work accidents — by
workforce inside and outside the EU? (A company’ s workforce includes employees
and non-employees.)

YES.

1. should all quantitative metrics in S1-6 to S1-16 have to be disaggregated in that
way or only some?
All.

TOPIC 3: Interoperability, presentation and incorporation by reference

Do you agree with the presentation requirements in ESRS-40a ED?
YES.

Do you agree with the provisions in Chapter 9.3 on incorporation by reference,

including as a possible way to achieve efficient reporting and to deal with double

reporting when the group prepares a sustainability report in accordance with

jurisdictional requirements based on IFRS S1 and IFRS S2, or in accordance with

IFRS S1 and IFRS S2?
YES.

For preparers, if you are in scope of the ESRS-40a ED and, at the same time, (will)
prepare (from YE2028) a sustainability report in accordance with jurisdictional
standards based on IFRS S1 and IFRS S2, do you anticipate:

Not to be able to avoid double reporting, which means having to produce the

same information in two standalone reports.

Reasons and Anticipated Challenges:
Paragraph 125 of the ESRS-40a 2 ED states that existing disclosures under
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third-country laws and regulations may be referenced, but it is not necessarily
clear whether the disclosures of each jurisdiction satisfy the requirements of
that paragraph. Particularly in the case of GHG emissions disclosures under the
SSBJ Standards, we are concerned that incorporation by reference may not be
permitted because of differences in detailed requirements.

Suggested Amendments:
Please provide an explicit list of those statutory disclosure schemes in each
jurisdiction based on IFRS S1 and S2 that meet the requirements for

incorporation by reference under ESRS-40a.

Do you find the requirements for incorporation by reference sufficient to lead to
an understandable and auditable report?
YES.

TOPIC 4: References to EU laws and regulations and their feasibility

For preparers, Do you think that referring to terms and concepts from EU
legislation as the default framework is feasible?
NO.

ESRS-40a 2 ED BP-1, paragraph 7, requires undertakings to disclose, where EU-
derived concepts are applied to third-country operations using approximations or
estimations, which disclosures are affected, how the information was prepared,
what limitations arise, and which parts of the reporting boundary are concerned.
Do you consider these requirements to be clear, feasible and sufficient to ensure
proper understanding of how the undertaking treats differences between EU-
derived concepts and other third-country concepts?

NO.

Reasoning:

Although there is value in referencing EU laws and regulations, sufficient
consideration needs to be given to the practical burden and to predictability for
application to third-country undertakings.

Third-country undertakings normally conduct their business and build internal
management systems based on laws and practices of their home countries.

Information structured according to EU legal classifications and definitions is
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therefore not necessarily managed with the same granularity or format across
the group. Third-country undertakings have limited opportunities to participate
directly in the EU legislative process.

Accordingly, if concepts and definitions from EU laws and regulations are
applied across the global business of a third-country undertaking, preparers
would need to confirm consistency with local laws and management practices at
each step, which could complicate information gathering, data restructuring, and
assurance. This could cause greater burden on both preparers and assurance
providers and result in complicated disclosures, which would hinder users’
understanding.

In addition, where the referenced EU laws and regulations are amended,
disclosures under ESRS-40a may be affected. Standard predictability and
operational stability are important in enabling third-country undertakings to
maintain uninterrupted reporting arrangements, and sufficient consideration
must be given to the impact of amendments to EU laws and regulations on the
reporting practices of those undertakings. This is an issue of a different nature
from the case where an EU undertaking is the reporting entity and reports on its
non-EU operations with reference to EU laws and regulations. We believe that
requiring the same kind of referencing by third-country undertakings needs
careful consideration.

Given the above, we request that the referencing of EU laws and regulations be
limited to the extent necessary and useful and with due regard to the practical
burden on third-country undertakings, assurability, and reporting predictability,

while securing information that is important to users.

TOPIC 5: Any other comment

Please provide any other comments or suggested improvements on ESRS-40a ED
not covered in the questions above.

We support the intent of ESRS-40a. However, third-country undertakings need
adequate preparation time to establish reliable reporting arrangements,
including identifying the reporting scope, building data collection systems, and

handling assurance. In Japan in particular, compliance will overlap with the
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introduction of mandatory disclosure and assurance under the SSBJ Standards,
requiring multiple regimes to be addressed in parallel. We understand the
application date is not a direct subject of this consultation, but hope the
European Commission will consider at least one additional year of preparation to
ensure high-quality reporting by third-country undertakings.

We request clarification or review of these points to facilitate ESRS-40a
application.

First, please clarify whether an undertaking stating under paragraph 13 of the
ESRS-40a 2 ED that no assurance opinion has been provided may, in some cases,
be treated as having satisfied the obligation to obtain an assurance opinion under
paragraph 11 of the ESRS-40a 1 ED. Please indicate whether this treatment is
permitted both where an assurance opinion ultimately could not be obtained and
where certain disclosures were excluded from the scope of assurance from the
outset.

Second, regarding impact materiality assessment, please clarify whether, if
multiple topics could be considered material, disclosure may be limited to a
subset of particularly material topics. For example, please clarify whether
disclosing only top-ranked topics is permitted if the undertaking can explain
difference in materiality between selected and unselected topics. Since impact
materiality assessment involves aspects of qualitative judgment not necessarily
suited to assurance, we request that the assessment process be excluded from
the scope of assurance.

Third, regarding S1, where an undertaking has multiple operating companies in
the EU and impacts on its own workforce are deemed material, please clarify
whether disclosure limited to significant operating companies is sufficient or
whether information including other operating companies is also required.

(BAF., #130)
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