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Executive Summary

IOGP Europe welcomes the progress made by the European Commission in the revised draft Sector-Agnostic
European Sustainability Reporting Standards (ESRS) published as part of the Omnibus | simplification package.

Compared to the November 2025 technical advice on draft simplified ESRS developed by EFRAG to the European
Commission, the revised draft ESRS introduces several meaningful improvements that move the framework in a more
proportionate, operable and decision-useful direction. The revised draft ESRS:

e strengthens the application of materiality and proportionality;

e recognizes more clearly top-down materiality assessment approaches;

e improves the operability of aggregation and disaggregation requirements;
e introduces more robust value chain feasibility safeguards;

e enhances flexibility in the application of GHG accounting boundaries;

e narrows pollutant scoping expectations

e removes secondary microplastics disclosure requirements; and

e introduces additional reliefs and phase-ins intended to reduce implementation burden.
These are important and constructive developments that must be preserved during the finalization of the Delegated Act.
At the same time, several core challenges remain only partially addressed.

While the revised draft reduces certain procedural complexities, it does not yet significantly reduce reporting burden,
assurance exposure or legal uncertainty for companies operating within high capital-intensive sectors with complex,
interdependent value chains, such as oil and gas. In particular:
e Fair presentation remains a binding overarching concept that risks reopening materiality and scoping decisions
during assurance.
e Mandatory anticipated financial effects and CapEx and OpEx disclosures continue to require finance-grade analysis
that cannot be consistently assured.
e Thereis no Tier 1 default for value chain scoping which leaves scope for expansive multi-tier expectations to
develop over time.
e (Certain climate-related reporting requirements, including climate scenario assumptions and GHG accounting
methodologies, together with Substances of Concern and human rights reporting provisions, continue to create
operational uncertainty and inconsistencies with other frameworks.

Simplification should therefore be assessed not only by reductions in datapoints, but by whether the revised standards
produce meaningful and durable reductions in implementation burden, assurance complexity and legal uncertainty.

IOGP Europe encourages the Commission to preserve the improvements already made while introducing further targeted

refinements before adoption of the Delegated Act.
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Recommendations

IOGP Europe calls on the Commission to:

2)

3)

4)

5)

6)

7)
8)

9)
10)

11)

12)
13)

Preserve the positive developments made in the revised draft ESRS, particularly on materiality, proportionality, value
chain feasibility, reliefs with no time limits, GHG accounting flexibility, pollutant scoping and removal of secondary
microplastics.

Confirm that proportionality mechanisms and reliefs are intended to operate as ongoing feasibility safeguards and
cannot be progressively narrowed through assurance or supervisory interpretation.

Make the application of fair presentation voluntary. If retained, clarify that fair presentation does not constitute a
separate assurance test beyond compliance with ESRS requirements and cannot be used to reopen materiality or
scoping decisions.

Confirm that disaggregation is required only where it demonstrably enhances user understanding and does not
override materiality conclusions reached through a proportionate top-down approach.

Clarify that value chain scoping defaults to direct (Tier 1) business relationships, with higher-tier assessment
required only where impacts are demonstrably material, in line with the risk-based approach in CSDDD.

Remove mandatory anticipated financial effects disclosures or, at a minimum, reduce them to voluntary qualitative
information.

Limit Capex and Opex disclosures to high level narrative, avoiding quantified financial allocation unless already
produced for financial reporting purposes.

Ensure greater consistency and precision in terminology.

Align ESRS human rights frameworks references more closely with internationally recognized business-focused
frameworks, including the UN Guiding Principles on Business and Human Rights.

Remove references to 1.5°C scenarios with “no or limited overshoot” in ESRS E1.

Confirm that ESRS E1 defers to the GHG Protocol in cases of methodological conflict that operational control and
equity share approaches remain fully aligned with the GHG Protocol without additional ESRS-specific modifications,
thereby avoiding the need for parallel emissions inventories for EU reporting purposes.

Introduce explicit pollutant-scoping safe harbors allowing reliance on permitting and compliance data, clarify that
pollutant scoping may be conducted centrally and on an activity basis, and confirm that transfers of pollutants to
authorized external treatment facilities do not create additional value chain reporting obligations.

Remove Substances of Concern and limit mandatory substance disclosures to SVHCs under REACH.

Further clarify the application of the “substantiated” threshold and severity assessment for human rights incidents
and align more closely with the EU Taxonomy approach focusing on established liability, and ensure closer alignment
with internationally recognized human rights due diligence frameworks, including the UN Guiding Principles on
Business and Human Rights.

For more detailed information, see Detailed Rationale from page 3. The detailed rationale follows the structure and ordering
of the revised draft ESRS provisions for ease of review and should not be interpreted as reflecting a ranking of priorities.



Detailed Rationale

The Commission’s revised draft represents a genuine and meaningful improvement over the November 2025 EFRAG
technical advice. The improvements on materiality, proportionality, GHG accounting flexibility and secondary microplastics
are particularly significant. The confirmation of the reliefs without time limits is welcomed and the introduction of the
possibility to omit information in specified cases provides meaningful protection, ensuring that companies are not required
to disclose particularly sensitive information where one of the explicitly identified reasons applies. Several of the changes
go beyond what EFRAG recommended and reflect a welcome willingness from the Commission to improve the workability
of the ESRS.

However, despite the positive developments introduced by the Commission, the revised ESRS does not yet fully deliver
on the Omnibus | Simplification mandate. Several aspects of the revised draft continue to create operational uncertainty,
assurance risk and implementation burden beyond what is necessary for decision-useful sustainability reporting.

Simplification remains uneven across the framework. While some requirements have become more principles-based,
other areas increasingly connect sustainability reporting with strategic forecasting, anticipated financial effects,
implementation planning and financial resource allocation. The cumulative effect risks extending sustainability reporting
beyond its intended purpose and into areas that remain highly judgement-based, commercially sensitive and difficult to
assure consistently.

For large asset-intensive undertakings, such as oil and gas, uncertainty around reporting boundaries, value chain
scope, joint ventures, scoping of pollutants and dependencies may continue to create disproportionate operational and
assurance challenges.

Further refinements are therefore needed prior to the adoption of the Delegated Act to ensure that the revised ESRS
deliver durable and workable simplification.

1. Reliefs and proportionality mechanisms should be protected as ongoing safeguards

The revised draft strengthens the proportionality framework compared to the November 2025 EFRAG draft.

The concepts of reasonable and supportable information and undue cost or effort is more clearly embedded across the
framework, value chain caps are strengthened, estimates and proxies are explicitly recognized and additional reliefs and
phase-ins are introduced. These are welcome improvements that improve the operability of the standards for globally
operating undertakings.

However, the effectiveness of these reliefs depends critically on how they are framed and applied in practice. The revised
draft requires disclosure of relief use in some areas, and, in certain provisions, implies that data coverage is expected to
improve over time. Without explicit protection, reliefs risk being treated as transitional concessions rather than durable
feasibility safeguards.

Undertakings are often required to demonstrate extensive data-gathering efforts to justify reliance on relief, shifting the
focus from the legitimacy of structural constraints to the intensity of effort expended. This dynamic incentivizes defensive
over-reporting and expanded documentation, undermining the purpose of proportionality mechanisms.

- We call on the Commission to confirm that proportionality mechanisms and reliefs are intended to operate on an
ongoing basis where structural constraints persist, and that their use cannot be progressively restricted through
assurance or supervisory interpretation. Disclosure of relief use should not create implicit expectations of
continuous improvement in data coverage where the underlying constraints remain structural in nature.



2. Fair presentation requirement

The revised draft retains fair presentation as a binding overarching concept within ESRS 1. While the Commission clarifies
in Application Requirement [AR] 6 that fair presentation applies to the sustainability statement as a whole rather than

to individual datapoints, the revised drafting continues to create uncertainty regarding the extent to which undertakings
may be expected to provide additional disclosures beyond compliance with specific ESRS requirements and materiality
decisions. Unlike financial reporting under IFRS, sustainability reporting methodologies are still evolving and inherently
involve substantial judgment, particularly in the assessment of impact materiality. Even when applied only at the level

of the sustainability statement as a whole, the fair presentation principle remains fundamentally open-ended and risks
creating uncertainty regarding which entity-specific disclosures may be expected beyond the ESRS requirements.

This may encourage the reopening of materiality and scoping decisions during assurance or supervisory review, even
where a robust double materiality assessment has been performed and all applicable datapoints have been disclosed. This
risk is particularly acute for globally operating undertakings with complex structures, where documenting and defending
the scope of the sustainability statement across multiple jurisdictions and assurance providers creates disproportionate
burden. The interaction between fair presentation, the completeness expectation and entity-specific disclosures also

risks extending reporting boundaries in ways that are difficult to constrain in practice. This uncertainty may increase
liability for directors and assurance providers and incentivize over-disclosure as a risk mitigation response, contrary to the
simplification objectives of Omnibus I.

- We call on the Commission to make the application of the fair presentation principle voluntary, until at least
sustainability reporting methodologies and double materiality practices have sufficiently matured. If retained,
the Commission should clarify that fair presentation does not constitute a separate assurance test beyond
compliance with ESRS requirements and that materiality and scoping decisions cannot be reopened where
undertakings have appropriately applied the standards. Fair presentation should also remain proportionate,
should not function as an open-ended completeness assessment beyond the ESRS requirements, and should
not create additional entity-specific disclosure obligations beyond those required by the standards and the
undertaking’s materiality assessment.

3. Aggregation and disaggregation

The Commission introduces meaningful clarification in ESRS 1 AR 16, confirming that the level of aggregation and
disaggregation applied for reporting purposes is determined separately from the level at which the materiality
assessment is conducted. This directly reduces the risk that site or geography disaggregation expectations override a
top-down DMA conclusion.

Geographic disaggregation language is also softened, with specific geographic context now described as something the
undertaking ‘'may need to consider’ rather than a hard requirement.

However, ESRS 1 paragraphs 52 to 55 retain broad disaggregation expectations by topic, sector, subsidiary, geography or
asset, which will continue to create some pressure for granular reporting in practice. The risk remains that assurance
providers and supervisors default to highly disaggregated expectations that go beyond what is necessary for users to
understand material impacts, risks and opportunities.

-> We call on the Commission to confirm that disaggregation is required only where it demonstrably enhances user
understanding and is proportionate to the volume of information reported. Site-specific disclosure should be required
only where it is essential to understanding the nature or severity of a material impact, risk or opportunity, and
disaggregation expectations should not override materiality conclusions reached through a top-down approach.



4. Value chain scoping

The Commission strengthens the value chain feasibility framework. ESRS 1 paragraph 64 continues to state that
undertakings are not required to collect information from every actor in the value chain and paragraph 65 explicitly allows
the use of estimates and proxies. Paragraph 66 introduces a detailed value chain cap linked to the voluntary standard and
extends it to non-EU value chain undertakings. Paragraph 93 applies the reasonable and supportable information without
undue cost or effort standard to determining the breadth and composition of the value chain scope. These improvements
are significant and should provide meaningful protection against open-ended multi-tier mapping exercises.

However, the revised draft does not introduce a Tier 1 default. Without an explicit starting point anchored to direct business
relationships, there remains a risk that assurance and supervisory practice develop more expansive expectations over
time, particularly given the broad definition of value chain and the lack of clear limits on indirect relationships. This
challenge is especially relevant for undertakings with complex contractor structures, non-operated assets, joint ventures
and downstream product-use exposure, where access to data across multiple tiers is structurally constrained and often
not verifiable.

Aligning value chain scoping to direct business relationships would align ESRS with the risk-based due diligence model under
the CSDDD and prevent expansive value chain expectations from developing through assurance and supervisory practice.

- We call on the Commission to clarify that value chain scoping defaults to direct (Tier 1) business relationships,
with higher-tier assessment required only where impacts are demonstrably material. Further clarification
regarding reporting expectations for non-operated assets and joint ventures would also be beneficial to ensure
that disclosure obligations remain proportionate to operational control, governance influence and reasonable
access to information.

D. Anticipated financial effects

The Commission retains mandatory anticipated financial effects disclosures. ESRS 2 paragraph 27 continues to require
both qualitative and quantitative information on expected changes to financial position, performance and cash flows. ESRS
E1-11 remains highly prescriptive, including requirements related to carrying amounts, revenue exposure and stranded
asset ranges. The Commission does retain and adds important reliefs, including the ability to omit quantitative disclosure
where effects are not separately identifiable, uncertainty is too high, or the undertaking lacks the skills, capabilities or
resources to produce reliable estimates, and applies the reasonable and supportable information without undue cost or
effort standard through ESRS 1 paragraph 93(e). We also welcome the clarification that disclosures of anticipated financial
effects may rely on estimates and may be updated over time without being treated as reporting errors. This is an important
step towards reducing legal and liability concerns and better reflecting the inherent uncertainty of forward-looking
sustainability information.

These reliefs are welcome but do not resolve the structural problem. Mandatory disclosure of anticipated financial effects
requires finance-grade modelling, forward-looking assumptions and quasi-reconciliation with financial statements for
information that is neither recognized under established financial reporting frameworks nor governed by established
financial reporting controls and often extends well beyond strategic planning horizons. As projections move into the
medium and long term, they become increasingly speculative and commercially sensitive. Furthermore, there are no
established global methodologies to producing such estimates in a sufficiently consistent and comparable way, allowing
proper assurance to be done.

For listed undertakings, these concerns are further exacerbated by existing securities law obligations, including the

EU Market Abuse Regulation [MAR) and related market disclosure frameworks governing forward-looking financial
information and insider information. The mandatory disclosure of quantified anticipated financial effects, asset exposures
and financial statement impacts may create tension with these regimes, particularly where assumptions remain uncertain,
evolving, or have not been validated through established financial reporting and investor communication processes. In
particular, the requirement to disclose forward-looking financial estimates in statutory sustainability reporting may risk
either premature disclosure of potentially price-sensitive information, or the creation of inconsistencies with existing
market disclosures, thereby exposing issuers to heightened legal and compliance risks under MAR.



The commercial, strategic, and operational implications of disclosing such information, combined with the absence of
sufficiently robust, harmonized methodologies, further reinforce the challenges of including it within statutory reporting.
Taken together, these considerations weigh strongly against maintaining such disclosures as a mandatory requirement.

The proliferation of conditional reliefs demonstrates that the disclosure requirement itself remains immature and difficult
to apply consistently, rather than resolving the underlying challenge. Additionally, qualitative disclosures cannot realistically
be provided without some form of prior quantification, which may force undertakings to produce rushed estimates, often
requiring costly external support. Requiring qualitative disclosures where underlying data remain unreliable may also
result in arbitrary and inconsistent reporting outcomes.

- We call on the Commission to remove mandatory anticipated financial effects disclosures from the ESRS.
If retained, they should be voluntary and limited to qualitative narrative information only, for which further
clarification is, in any case, necessary.

6. Capex and Opex disclosures

Paragraph 46 of ESRS 2 (GDR-A] continues to require disclosure of financial resources allocated to sustainability-related
actions in the reporting period, together with indicative future ranges, with AR 39 allowing a tabular split between Capex
and Opex.

Attributing capital and operational expenditure to sustainability-related actions requires detailed allocation methodologies
and ongoing reconciliation to financial statements and EU Taxonomy reporting. For asset-intensive sectors, the distinction
between expenditure and broader strategic investment is inherently difficult to define consistently and cannot be assured
reliably across global business structures. These disclosures increasingly require forward-looking financial and investment
assumptions yet are prepared outside established financial reporting governance and control frameworks. This creates

a risk of inconsistency between sustainability disclosures and financial statements and, in effect, a parallel financial
reporting regime for sustainability purposes. This is contrary to the Omnibus | simplification mandate.

- We call on the Commission to limit mandatory CapEx and OpEx disclosures to a high-level narrative description of
significant sustainability-related financial commitments and avoid requiring quantified financial allocation unless
such information is already produced for financial reporting purposes.

7. Unclear terminology

Several provisions of the revised draft continue to rely on inconsistent or insufficiently defined terminology that creates
interpretive uncertainty for preparers and assurance providers:

e the term 'users’ is used interchangeably with 'stakeholders’ across ESRS 1 and ESRS 2 in ways that blur the
distinction between stakeholders who advise on materiality and the primary users for whom the sustainability
statement is prepared.

e Terminology relating to ‘affected stakeholders’, 'key stakeholders' and ‘key affected stakeholders' is used inconsistently
across ESRS 2, including between paragraph 22(ab), AR 22 and AR 25, without a clear basis for the distinction.

e Similarly, references to ‘significant’ impacts or actions (including in ESRS 2 paragraph 49(d) and AR 35) and ‘particular
attention to stakeholders in particularly vulnerable situations' (AR 23) rely on subjective thresholds that are not
operationally defined and may be interpreted inconsistently across preparers, assurance providers and jurisdictions.

- We call on the Commission to ensure greater consistency and precision in terminology. This would materially
improve the operability of the standards and reduce the risk of divergent application.



8. Human rights framework references

In ESRS 2 AR 34, the draft ESRS references the International Covenant on Civil and Political Rights and the International
Covenant on Economic, Social and Cultural Rights. These instruments are international treaties directed primarily at
states rather than business actors and may create uncertainty regarding the scope of corporate responsibilities under
ESRS in practice.

-> We call on the Commission to remove references to covenants directed towards Nation States and align more
closely with internationally recognized business-focused frameworks, including the UN Guiding Principles on
Business and Human Rights.

9. Climate scenario analysis and overshoot pathways

The Commission makes a welcome improvement to DR E1-1 - Transition plan for climate change mitigation by retaining
EFRAG's proposed removal of references to “no or limited overshoot” in the context of limiting global warming to 1.5°C in
line with the Paris Agreement.

However, DR E1-2 - Identification of climate-related risks and scenario analysis continues to refer to 1.5°C scenarios with “no
or limited overshoot” in the context of climate-related transition risks. This creates inconsistency within the climate standard
and risks requiring undertakings to rely on scenario assumptions that increasingly no longer represent plausible pathways.

The remaining carbon budget to limit warming to 1.5°C with a 50% probability is expected to be exhausted before 2030,
leaving high overshoot pathways as the only theoretically feasible option at this stage.

In line with this development, several widely used reference scenarios with no or limited overshoot, including scenarios
previously included in IPCC scenario suites and the IEA's Net Zero Emissions by 2050 (NZE) scenario, are increasingly
regarded as outdated, no longer feasible or have themselves shifted towards higher overshoot assumptions.

This assessment is also reflected in work undertaken by the Scenario Compass Initiative (SCI), a collaboration involving
institutions including IIASA, the Potsdam Institute for Climate Impact Research, the World Resources Institute, Climate
Action Tracker and the Science Based Targets initiative. The SCI reviewed scenarios from the latest IPCC assessment
alongside several model comparison projects and recent studies, assessing them against historical performance and
sustainability and feasibility criteria. According to the SCl assessment, no scenario with no or limited overshoot passed the

applied quality-control criteria.

- We call on the Commission to remove references to 1.5°C scenarios with “no or limited overshoot” from DR E1-2, This
is necessary to support meaningful and credible scenario analysis based on plausible scenario assumptions and to
ensure consistency between the scenarios used for transition planning and those used to assess transition risks.

10.  GHG accounting methodology

The Commission makes a significant and welcome improvement to ESRS E1 by revising AR 19 to explicitly allow
undertakings to use equity share or operational control approaches alongside financial, consistent with the GHG Protocol
when defining the reporting boundary for GHG emissions. The revised approach substantially improves interoperability
with IFRS S2 and removes a major source of misalignment with established industry practice, particularly for upstream oil
and gas undertakings operating through joint ventures and other complex contractual structures. The additional flexibility
better reflects the operational realities of globally operating undertakings with complex ownership structures and should
be applied consistently across environmental standards.

However, AR 20 continues to state that ESRS requirements take precedence over GHG accounting standards in case of
conflict. This residual precedence clause could reintroduce methodological inconsistencies in specific circumstances and
risks exposing globally operating undertakings to conflicting obligations across the ESRS and other reporting frameworks.
Additionally, AR 19 continues to apply additional ESRS-specific provisions relating to leased assets, benefit schemes and
joint operations alongside the GHG Protocol definitions of financial control, operational control and equity share boundaries.
This risks creating an ESRS-specific interpretation of operational control that could increase reporting complexity, reduce
comparability and undermine interoperability with IFRS S2 and other internationally recognized frameworks.

7


https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fscenariocompass.org%2Fabout&data=05%7C02%7Clco%40iogp.org%7C7c346cf28b5b409313da08debcc7172c%7C59d477fbbf2b4c5bb6c273f15f5c75cb%7C0%7C0%7C639155760962507319%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=X49%2FqwyV%2BdjOt9FtxzKk6%2Bg2PjuRISyENalzNyBQMIE%3D&reserved=0

Additional uncertainty also arises from the introduction of references to “other emissions” in paragraph 30. While this
wording appears intended to align more with ISSB, the ESRS does not clearly define which categories of emissions are
included. This may create confusion regarding reporting expectations, especially where undertakings apply operational
control or equity share approaches.

A further example arises in AR 21 for paragraph 30(a), which requires EU ETS activities to report scope 1 emissions
using the EU ETS methodology. This risks maintaining methodological differences in operational boundaries relative
to the GHG Protocol and may require globally operating undertakings to maintain parallel emissions inventories for
different reporting purposes.

—> We call on the Commission to confirm that ESRS E1 defers to the GHG Protocol in cases of methodological conflict.
The Commission should further clarify that undertakings applying a GHG Protocol-based reporting boundary are
not required to maintain separate “own operations” boundaries for ESRS reporting purposes and should ensure
that operational control and equity share approaches remain fully aligned with the GHG Protocol without additional
ESRS-specific reinterpretations. The Commission should also avoid introducing separate methodological
requirements for EU ETS activities or undefined categories of “other emissions” that could create inconsistencies
with GHG Protocol reporting boundaries. This is essential to preserve full interoperability with IFRS S2, ensure
global comparability and avoid undertakings being required to maintain parallel emissions inventories solely for
EU reporting purposes.

11. Pollutant scoping

The Commission materially improves pollutant scoping under ESRS E2. E2-4 paragraph 15 now requires disclosure only of
material emissions of pollutants. AR 2 provides that material pollutants are identified through a managerial assessment
considering the undertaking's activities and sector of operation, with the E-PRTR and IEPR pollutant lists described

as a 'valuable input’ to that assessment rather than a default screening obligation. [EPR thresholds may also be taken

into account. This represents a significant shift from the 'measure everything' dynamic of the November 2025 EFRAG
draft, which risked requiring undertakings to assess and document an excess of substances across all sites simply to
justify exclusion. The previous approach risked requiring companies to review and record hundreds of pollutants at each
site without adding meaningful value for users of sustainability reporting. We also welcome the clarification that the
identification of material pollutants should reflect sector-specific context and managerial assessment, as well as the
limitation of microplastics disclosures to primary microplastics, which substantially improves feasibility.

While this improvement is welcome, the revised approach does not yet provide a full permitting safe harbor. Undertakings
should be able to rely on existing permitting and regulatory compliance data as the primary basis for pollutant materiality
assessment without conducting additional measurement or monitoring activities solely to demonstrate non-materiality.
Pollutant scoping should also be capable of being conducted centrally and on an activity basis, building on existing
permitting and compliance.

Requirements to disclose the names of substances above certain thresholds may prove difficult to operationalize across
complex supply chains, where data availability, confidentiality constraints and differing regulatory frameworks may limit the
feasibility of complete and reliable reporting.

Additional clarification is also needed regarding transfers of pollutants to external treatment facilities. Classifying such
transfers as downstream value chain pollution risks extending reporting boundaries beyond operational control and
established regulatory practice, potentially creating new value chain reporting obligations that are not aligned with existing
permitting regimes.

- We call on the Commission to consider introducing explicit safe harbors that allow reliance on permitting and
compliance data and confirm that undertakings are not required to assess the full E-PRTR list in the absence
of activity-specific risk indicators. The Commission should also clarify that pollutant scoping may be conducted
centrally and on an activity basis and confirm that transfers of pollutants to authorized external treatment facilities
do not create additional value chain reporting obligations.



12.  Substances of Concern disclosures

The Commission does not substantively amend the Substances of Concern (SoCs) disclosure requirements under ESRS
E2-5. The text of paragraphs 17 to 20 and the associated application requirements remain materially unchanged from the
November 2025 EFRAG draft. The only concrete relief introduced is a one-year phase-in for undertakings that are users of
articles containing Substances of Very High Concern (SVHC]), provided through ESRS 1's phase-in provisions.

The SoCs concept continues to create significant feasibility, comparability and consolidation challenges that run counter

to the simplification objectives of Omnibus I. The SoCs inventory is inherently dynamic, with frequent additions and
reclassifications under EU chemicals legislation, resulting in unstable reporting boundaries and unreliable trend analysis over
time. The concept of SoCs therefore lacks a clear and stable legal definition, creating additional interpretive uncertainty and
operational complexity for preparers. For undertakings with complex product portfolios and global supply chains, this creates
disproportionate data collection burden, with a high risk of double counting, inconsistent interpretations across companies
and limited decision-useful value. For globally operating undertakings with complex, multi-tier supply chains, systemic
identification, tracking and reporting may in many cases become operationally impractical.

By contrast, SVHC under REACH represent a stable, well-defined hazard category supported by mature compliance
systems and established data flows. Limiting mandatory substance-based disclosures to SVHCs across all undertaking
types, not only users of articles, would deliver legal certainty, regulatory alignment and proportionality, while retaining a
strong and scientifically recognized focus on substances that pose genuine risks to human health and the environment.
Restricting

—> We call on the Commission to remove all mention of SoCs from the ESRS requirements and limit mandatory
substance disclosures to SVHCs under REACH, limiting SVHC disclosure to qualitative information, and removing
the obligation to list substances.

13.  Human rights incident reporting

The Commission makes meaningful improvements to human rights incident reporting across ESRS S1 to S4. The November
2025 EFRAG draft referred to judicial and non-judicial proceedings ‘that have been initiated” and included incidents
registered internally. The revised draft changes this to ‘ongoing’ proceedings and retains a ‘substantiated’ threshold, defining
substantiated instances as those evidenced by objective, factual and verifiable information. The text further clarifies that not
all proceedings or internal registrations will constitute substantiated instances. These are welcome changes that reduce the
risk of early-stage or unresolved cases being indiscriminately captured in mandatory reporting.

However, some uncertainty remains regarding how the “substantiated” threshold will operate in practice. Ongoing
proceedings and internally registered incidents may still become reportable before any formal finding or confirmed breach
has been established. For globally operating and contractor-intensive undertakings operating across multiple jurisdictions,
this may continue to require tracking and aggregation of a significant volume of unresolved cases, some of which may
ultimately be dismissed or resolved without a finding of wrongdoing.

The inclusion of “ongoing” cases remains problematic, as it could require preparers to report each year on all open cases,
thereby creating confusion for users. Further, the term “ongoing” creates inconsistencies with the EU Taxonomy, as the
Platform on Sustainable Finance clarified in its Final Report on Minimum Safeguards that the assessment of compliance
should focus on the “final liability” of companies in respect of breaches of relevant laws and standards.. Requiring
consideration of ongoing cases under ESRS, while limiting the Taxonomy to final cases, would create inconsistency within
the same report.

ESRS disclosures on human rights should also remain closely aligned with established international standards, in
particular the UN Guiding Principles on Business and Human Rights. While the revised draft continues to refer to severity
of impacts, some uncertainty remains regarding how the reporting of “substantiated” incidents interacts with broader
severity-based human rights due diligence processes and disclosures. In particular, companies may become more
cautious about voluntarily disclosing broader information on significant or systemic human rights risks where there is
concern that such disclosures could subsequently be interpreted as evidence of substantiated human rights incidents.
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Additionally, the updated application requirements referring to “causation”, “contribution”, and “other connection”

create additional interpretive uncertainty. The term “other connection” is not aligned with commonly used terminology in
international business and human rights frameworks. We instead support the use of the established “cause”, “contribute”
and “directly linked to” framework reflected in the UN Guiding Principles on Business and Human Rights.

- We call on the Commission to further clarify the application of the “substantiated” threshold and severity
assessment to ensure that unresolved allegations, ongoing proceedings and internally registered incidents do
not automatically trigger disproportionate reporting obligations prior to any formal finding or confirmed breach.
We also recommend greater alignment with the EU Taxonomy approach by restricting disclosure to cases where
liability has been definitively established. Further, ESRS human rights disclosures should remain closely aligned
with internationally recognized human rights due diligence standards, including the UN Guiding Principles on

Business and Human Rights, including through the use of established terminology such as “cause”, “contribute”
and “directly linked to”.
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