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(&%) Mixed Approach_18B

VESRS for Non-EU Groups NESRS 1 General Requirements(202582H26HhR) ” 1.3A Perimeter of disclosures”&h—&BkA%

EARER

1.3A Perimeter of disclosures

18B

Regardless of the provisions of paragraph 18A, the undertaking has the
option to prepare the N-ESRS sustainability report by limiting the scope
to information about the impacts connected with the undertaking’s
own operations and its upstream and downstream value chain in

relation to products and services that are intended or may 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).
N-ESRS standard refers to these impacts as being in the “EU scope”.

This option only relates to reporting pursuant to the disclosure
requirements in the topical standards other than N-ESRS E1 Climate

change.

If the undertaking makes such a decision, it shall state this clearly as
required in N-ESRS 2. BP 2 — Disclosures in relation to specific
circumstances.

1.3A RROEH

18B

18AIADMEICEADS Y, B3 (F. EUTIBTARSTEELIFIBRHENSFE
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february-2025 , 202552826 HRF 15,



https://www.efrag.org/en/news-and-calendar/meetings-calendar/efrag-srb-meeting-26-february-2025
https://www.efrag.org/en/news-and-calendar/meetings-calendar/efrag-srb-meeting-26-february-2025

(&%) Mixed Approach_18C
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EARER

1.3A Perimeter of disclosures

18C

If the undertaking decides to limit its reporting in line with paragraph
18B, it shall establish processes to collect reliable data or develop
relevant estimates in relation to the impacts that are captured by the EU
scope. As per N-ESRS 1 paragraph 67, the reporting shall be based on
the impacts that are connected with the undertaking’s products and
services through its business relationships.

When such process does not allow for a clear distinction of the EU
Market related and not-related impacts for example because the
impacts are all connected to the same operations, value chains or
resources and there are no clear and justifiable parameters separating
them, the undertaking shall report the overall impacts at global level.

In both cases, the basis of preparation of the estimate shall be explained.

1.3A RROEH

18C
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N-ESRS1 ARS5 (a)

A Canadian headquartered group, named C, with such activity in the EU market
that an EU subsidiary undertaking has to report under article 40a for the group.
Also assume that the Canadian parent has two intermediate holding
companies: One for production and distribution of sales of products to the EU
market, called E and one for the rest of the world, called R.

If C follows paragraph 18A, the perimeter of all disclosures, including the value
chains, will correlate to the area in grey.

If C follows paragraph 18B, the perimeter for the disclosures in N-ESRS 2 and
NESRS E1 will correlate to the area in grey. For the other topical standards, the
information would cover the activities in the blue. The related value chains
remain those outside the area in grey, as long as such value chains are clearly
separable from the value chains of the activities of R (for the rest of the world).
This can be the case for example when the undertaking is active in different
sectors and/or has different products/services for the EU and non-EU markets,
or where the production and sourcing of products of the EU and non-EU

100%

branches are clearly separate.

100%

All manufacturing, distribution
and other activities needed to
sell in EU Market

Activities for the rest of
the world

N-ESRS1 ARS5 (a)
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N-ESRS1 AR5 (b)

A South African headquartered group with such activity in the EU market
that an EU subsidiary undertaking has to report under article 40a for the
group. This parent, called S, has manufacturing plant and distribution
units in Europe for its sales to EU customers under a European subsidiary
named U, but there are also some isolated transactions with some EU
clients directly from South Africa via an intermediate holding company
called W, or specific products of W may enter the EU market indirectly In
this case, the sustainability report under article 40a would also capture
the impacts related to the concerned products of W(on the assumption
that the related sustainability matters are material).

If S follows paragraph 18A, the perimeter of all disclosures, including the
value chain, will correlate to the area in grey. If S follows paragraph 18B,
the perimeter for the disclosures in N-ESRS 2 and N-ESRS E1 will
correlate to the area in grey. For the other topical standards, the
information would cover the activities in the grey unless W is able to
meaningfully separate the impacts of activities related to the specific
products/services of W which may enter the EU market, which would
then be included with the blue area.

100%

100%

Activities for the rest of the
world. but isolated sales to EU

All manufacturing, distribution and other
activities needed to sell in EU Market

fmﬂ-

N-ESRS1 AR5 (b)
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N-ESRS1 AR5 (c)

A third example is that of an integrated manufacturing and distribution
system which does not differentiate in their value chain and operations
between the location of customers during the manufacturing phase.

In this case, preparers using option 18B would have to perform a
materiality assessment (for topics beyond climate) designed to capture
and distinguish those impacts (also arising outside Europe) which are
This
distinction may need to be reflected also in quantification of the metrics

connected with products that may enter the EU market

for impacts.

Climate metrics, such as scope 1 to 3 of GHG emissions would be
measured/estimated for the whole group.

Other environmental metrics could be apportioned on a relevant basis,
but such estimations and the basis thereof would need to be explained.

For example, metrics concerning consumption of water in the absence
of local heightened risks of impacts may be apportioned.

However, local environmental impacts such as on availability of water in
areas of water stress or impacts on biodiversity sensitive areas may
need to be reported in full. Apportionment of metrics for the Social and

Governance topical standards may not appropriate in this scenario in

most cases.

N-ESRS1 AR5 (c)
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N-ESRS1 AR5 (e)

A company based outside the EU manufactures products
and sells them to a third-party distributor located
outside the EU.

The distributor then sells these products within the EU.
The company based outside the EU, in case it falls under
the CSRD scope because some of its subsidiaries are
located in the EU and meet relevant thresholds, would
consider the impacts as connected with products that may

enter the Eu market, as explained in the previous example.

N-ESRS1 AR5 (e)
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1. A Member State shall require that a subsidiary undertaking established in its

FLZNRERICEDWETE

1. A Member State shall require that a subsidiary undertaking established in its

territory whose ultimate parent undertaking is governed by the law of a third
country publish and make accessible a sustainability report covering the
information specified in points (a)(iii) to (a)(v), points (b) to (f) and, where
appropriate, point (h) of Article 29a(2) at the group level of that ultimate third-
country parent undertaking.

The first subparagraph shall only apply to large subsidiary undertakings and to
small and medium-sized subsidiary undertakings, except micro undertakings,
which are public-interest entities as defined in point (a) of point (1) of Article 2.

A Member State shall require that a branch located in its territory, and which is
a branch of an undertaking governed by the law of a third country, which is
either not part of a group or is ultimately held by an undertaking that is formed
in accordance with the law of a third country publish and make accessible a
sustainability report covering the information specified in points (a)(iii) to
(a)(v), points (b) to (f) and, where appropriate, point (h) of Article 29a(2), at the
group level, or, if not applicable, the individual level, of the third-country
undertaking.

The rule referred to in the third subparagraph shall only apply to a branch
where the third-country undertaking does not have a subsidiary undertaking as
referred to in the first subparagraph, and where the branch generated a net
turnover of more than EUR 40 million in the preceding financial year.

The first and third subparagraphs shall only apply to the subsidiary
undertakings or branches referred to in those subparagraphs where the third-
country undertaking, at its group level, or, if not applicable, the individual
level, generated a net turnover of more than EUR 150 million in the Union for
each of the last two consecutive financial years.

Member States may require subsidiary undertakings or branches referred to in
the first and third subparagraphs to send them information about the net
turnover generated in their territory and in the Union by the third-country
undertakings.

Consolidated TEXT: 3201310034 — EN — 28.05.2024

territory whose ultimate parent undertaking is governed by the law of a third
country publish and make accessible a sustainability report covering the
information specified in points (a)(iii) to (a)(v), points (b) to (f) and, where
appropriate, point (h) of Article 29a(2) at the group level of that ultimate third-
country parent undertaking.

The first subparagraph shall only apply to large subsidiary undertakings as
defined in Article 3(4) of this Directive.

A Member State shall require that a branch located in its territory, and which is
a branch of an undertaking governed by the law of a third country, which is
either not part of a group or is ultimately held by an undertaking that is formed
in accordance with the law of a third country publish and make accessible a
sustainability report covering the information specified in points (a)(iii) to (a)(v),
points (b) to (f) and, where appropriate, point (h) of Article 29a(2), at the group
level, or, if not applicable, the individual level, of the third-country undertaking.

The rule referred to in the third subparagraph shall only apply to a branch where
the third-country undertaking does not have a subsidiary undertaking as referred
to in the first subparagraph, and where the branch generated a net turnover
exceeding the threshold referred to in Article 3(4) point (b) of this Directive in
the preceding financial year.

The first and third subparagraphs shall only apply to the subsidiary undertakings
or branches referred to in those subparagraphs where the third-country
undertaking, at its group level, or, if not applicable, the individual level,
generated a net turnover in the Union exceeding EUR 450 000 000 for each of
the last two consecutive financial years.

Member States may require subsidiary undertakings or branches referred to in
the first and third subparagraphs to send them information about the net turnover
generated in their territory and in the Union by the third-country undertakings.
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(%) *stES (2013/34/EU) 40a%k

DIRECTIVE 2013/34/EU OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 26 June
2013 on the annual financial statements, consolidated financial statements and related reports
of certain types of undertakings, amending Directive 2006/43/EC of the European Parliament
and of the Council and repealing Council Directives 78/660/EEC and 83/349/EEC

REPORTING CONCERNING THIRD-COUNTRY UNDERTAKINGS

Article 40a
Sustainability reports concerning third-country undertakings

2. Member States shall require that the sustainability report communicated by the subsidiary undertaking or branch as
referred to in paragraph 1 is drawn up in accordance with the standards adopted pursuant to Article 40b.

By way of derogation from the first subparagraph of this paragraph, the sustainability report referred to in paragraph
1 of this Article may be drawn up in accordance with the sustainability reporting standards adopted pursuant to Article
29b or in a manner equivalent to those sustainability reporting standards, as determined in accordance with an
implementing act on the equivalence of sustainability reporting standards adopted pursuant to the third subparagraph
of Article 23(4) of Directive 2004/109/EC.

(H8) 2013/34(EU) LD—EBIR#R, https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX%3A020131L0034-20240109
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