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Objective  

1. The objective of this [draft] Standard is to specify Disclosure Requirements which will enable 
users of the sustainability statementsstatement to understand: 

(a) how the undertaking affects resource use, including resource efficiency, avoiding the 
depletion of non-renewable resources and the regenerative productionsustainable 
sourcing and use of renewable resources (referred to in this [draft] Standard as 
“resource use and circular economy”) in terms of material positive and negative actual 
or potential impacts; 

(b) any actions taken, and the result of such actions, to prevent or mitigate actual or potential 
material negative impacts arising from resource use and circular economy, including its 
measures to help decoupling its economic growth from the use of materials, and to 
address risks and opportunities; 

(c) the plans and capacity of the undertaking to adapt its strategy and business model(s) in 
line with circular economy principles including but not limited to minimising waste, 
maintaining the value of products, materials and other resources at their highest value 
and enhancing their efficient use in production and consumption; 

(d) the nature, type and extent of the undertaking’s material risks and opportunities related 
to the undertaking’s impacts and dependencies, arising from resource use and circular 
economy, and how the undertaking manages them; and 

(e) the financial effects on the undertaking over the short-, medium- and long-term time 
horizons of material risks and opportunities arising from the undertaking’s impacts and 
dependencies on resource use and circular economy. 

2. This [draft] Standard sets out Disclosure Requirements related to “resource use” and “circular 
economy” and in particular on: 

(a) resource inflows including the circularity of material resource inflows, considering 
renewable and non-renewable resources; and 

(b) resource outflows including information on products and materials; and 

(c) waste. 

3. Circular economy means an economic system wherebyin which the value of products, 
materials and other resources in the economy is maintained for as long as possible, enhancing 
their efficient use in production and consumption, thereby reducing the environmental impact of 
their use, minimising waste and the release of hazardous substances at all stages of their life 
cycle, including through the application of the waste hierarchy. The goal is to maximise and 
maintain the value of the technical and biological resources, products and materials by creating 
a system that allows for renewability, long lifedurability, optimal use or re-use, refurbishment, 
remanufacturing, recycling and biodegradationnutrient cycling. 

4. This [draft] Standard also builds on existingrelevant EU legislative frameworks and policies 
which are referred to in this [draft] Standard:including the EU Green Deal, Regulation (EU) 
2019/2088 (SFDR), Regulation (EU) 2020/852 (the EU Taxonomy), EU Circular Economy Action 
Plan1Plan, the Waste Framework directive and the EU industrial strategy. 

5. To evaluate the transition from a “business as usual”, meaning an economy in which finite 
resources are extracted to make products that are used and then thrown away (“take-make- 
waste”), to a circular economic system, this [draft] Standard relies on the identification of the 
physical flows of resources, materials and products physical flows used and generated by the 
undertaking through Disclosure Requirement E5-4 Resource inflows and Disclosure 
Requirement E5-5 Resource outflows. 

Interactions with other ESRS 
 

6. Resource use and circular economy is closely connected toa major driver of other environmental 
mattersimpacts such as climate change, pollution, water and marine resources and 
biodiversity. A circular economy is a system that tends towards a sustainable use of resources 
in extraction, processing, production and, consumption. and management of waste. Such 
system brings multiple environmental benefits, in particular, the reduction of material and energy 
consumption and emissions into the air (greenhouse gas emissions or other pollution), the 
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limitation of water withdrawals and discharges and the regeneration of nature limiting the 
impact on biodiversity. 

7. Thus, toTo provide a comprehensive overview of which aspects of other environmental matters 
could be material to resource use and circular economy, relevant disclosure requirements are 
covered in other [draft] environmental ESRS as follows: 

(a) [draft] ESRS E1 Climate change, which addresses, in particular, GHG emissions 
and energy resources (energy consumption); 

(b) [draft] ESRS E2 Pollution, which addresses, in particular, emissions to water, air and 
soil as well as substances of concern; 

(c) [draft] ESRS E3 Water and marine resources, which addresses, in particular, 
water resource (water consumption) and marine resources; and 

(d) [draft] ESRS E4 Biodiversity and ecosystems, which addresses, in particular, 
ecosystems and species and raw materials. 

8. This [draft] Standard covers an environmental topic, however as people benefit from nature, the 
undertaking’s impacts on nature affectThe undertaking’s impacts related to resource use and 
circular economy, in particular impacts related to waste, can affect people and communities. 
Material negative impacts on affected communities from resource use and circular economy 
related impacts attributable to the undertaking are covered in [draft] ESRS S3 Affected 
communities. The efficient and circular use of resources also benefits competitiveness and 
economic wellbeing 

 
1. This [draft] Standard should be read in conjunction with [draft] ESRS 1 General requirements 
9.  and [draft] ESRS 2 General disclosures. 

 

Disclosure Requirements 
 

 

ESRS 2 General disclosures 

10. The requirements of this section should be read in conjunction with and reported alongside the 
disclosures required by [draft] ESRS 2 chapter 4 Impact, risk and opportunity management. 

 
Impact, risk and opportunity management 

 
Disclosure Requirement related to [draft] ESRS 2 IRO-1 – Description of 
the processes to identify and assess material resource use and 
circular economy-related impacts, risks and opportunities 

 

11. The undertaking shall describe the process to identify material impacts, risks and 
opportunities related to resource use and circular economy, in particular regarding resource 
inflows, resource outflows and waste, and shall provide information on: 

(a) the methodologies, assumptions and tools used to screen its assets and activities in 
order to identify its actual and potential impacts, risks and opportunities in its own 
operations and value chain; 

(b) the interconnection between risks and opportunities arising from impacts and  
dependencies; 

(c) the process for conducting consultations and, in particular, with affected communities. 

 
Impact, risk and opportunity management 
Disclosure Requirement E5-1 – Policies related to resource use and 
circular economy 

 

12. The undertaking shall disclosedescribe its policies implemented to manageaddress 
the management of its material impacts,  risks and opportunities related to resource 
use and circular economy. 
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13. The objective of this Disclosure Requirement is to enable an understanding of the extent to which 
the undertaking has policies that address the identification, assessment, management and/or 
remediation of its material impacts, risks and opportunities related to resource use and 
circular economy. 

14. The summarised description of the policydisclosure required by paragraph 12 shall contain the 
information required on the policies the undertaking has in [draft]place to manage its material 
impacts, risks and opportunities related to resource use and circular economy in accordance 
with ESRS 2 DCMDR-P Policies adopted to manage material sustainability matters. 

15. In the summary, the undertaking shall indicate whether and how its policies address the following 
matters where material: 

(a) transitioning away from extractionuse of virgin non-resources, including relative 
increases in use of secondary (recycled) resources; 

(a)(b) sustainable sourcing and use of renewable resources;. 

(a) securing and contributing to the regenerative production of renewable resources and the 
regeneration of ecosystems they are part of. 

16. Policies shall address material impacts, risks and opportunities in its own operations and along 
the upstream and downstream value chain. 

 
Disclosure Requirement E5-2 – Actions and resources related to 
resource use and circular economy 

 

17. The undertaking shall disclose its resource use and circular economy actions and the 
resources allocated to their implementation. 

18. The objective of this Disclosure Requirement is to enable an understanding of the key actions 
taken and planned to achieve the resource use and circular economy-related policy objectives 
and targets. 

19. The description of the resource use and circular economy-related actionactions and resources 
allocated shall follow the principles defined in [draft] ESRS 2 DCMDR-A Actions and resources 
in relation to material sustainability matters. 

20. In addition to [draft] ESRS 2 DCMDR-A, the undertaking shallmay specify whether and how an 
action and resources cover: 

(b) any of the layers of the waste hierarchy as defined in Appendix A of this [draft] Standard; 

(a) more detailed higher levels of resource efficiency in use of technical and biological 
materials and water, particularly in relation to critical raw materials and rare earths as 
listed in the Raw Materials Information System; 

(b) higher rates of use of secondary raw materials (recyclates); 

(a)(c) application of circular economy strategy throughout the value chain of thedesign, 
leading to increased product: Refuse, Rethink, Reduce, durability and optimization 
of use, and higher rates of: Reuse, Repair, RefurbishRefurbishing, Remanufacture 
and Repurpose), Recycle.3Repurposing and Recycling. 

(d) The disclosure shall also include a description of the actions, including circularity 
measures,application of circular business practices such as (i) value retention 
actions (maintenance, repair, refurbishing, remanufacturing, component harvesting, 
upgrading and reverse logistics, closed loop systems, second-hand retailing), (ii) 
value maximisation actions (product-service systems, collaborative and sharing 
economy business models), (iii) end-of-life actions (recycling, upcycling, extended 
producer responsibility), and (iv) systems efficiency actions (industrial symbiosis); 

(e) actions taken to prevent waste generation in the undertaking’s upstream and 
downstream value chain and to manage material impacts arising from waste 
generated 

(b)(f) Optimistation of waste management in line with the waste hierarchy. 
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Metrics and targets 
Disclosure Requirement E5-3 – Targets related to resource use and 
circular economy 

 

21. The undertaking shall disclose the resource use and circular economy-related targets it  has 

adoptedset. 

22. The objective of this Disclosure Requirement is to enable an understanding of the targets the 
undertaking has adopted to support its resource use and circular economy policy and to 
address itsaddress its material impacts, risks and opportunities. 

23. The description of the targets shall contain the information requirements defined in [draft] ESRS 2 
DCMDR-T Tracking effectiveness of policies and actions through targets. 

24. The disclosure required by paragraph 22 21 shall indicate whether and how itsthe undertaking’s 
targets relate to resource inflows and resource outflows, including waste and products and 
materials, (including in production, use phase and at end of functional life) andand, more 
specifically to: 

(a) the increase of circular product design (including for instance product designdesign 
for durability, dismantling, reparability, recyclability etc); 

(b) the increase of circular material use rate; 

(c) the minimisation of virgin non-renewable raw material; 

(c) sustainable sourcing and use (in line with possibly targets for virgin non- renewable raw 
material and targets for virgin renewable raw material; 

(c)(d) the reversal of the depletion of the stockcascading principle) of renewable 
resources; 

(d)(e) the waste management, including preparation for proper treatment; and 

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

25. The undertaking shall specify to which layer of the waste hierarchy the target relates. 

26. In addition to [draft] ESRS 2 DCMDR-T, the undertaking shallmay specify whether (local) 
ecological thresholds and entity-specific allocations were taken into consideration when setting 
targets. If so, the undertaking shouldmay specify: 

(a) the ecological thresholds identified, and the methodology used to identify such 
thresholds; 

(b) whether or not the thresholds are entity-specific and if so, how they were determined; 
and 

(c) how responsibility for respecting identified ecological thresholds is allocated in the 
undertaking. 

27. The undertaking shall specify as part of the contextual information, whether the targets it has 
adoptedset and presented are mandatory (based on legislation) or voluntary and if and how such 
legal requirements were taken into account when considering ecological thresholds. 

 
Disclosure Requirement E5-4 – Resource inflows 

 

28. The undertaking shall disclose information on its material resource inflows related to its 

material impacts, risks and opportunities. 

29. The objective of this Disclosure Requirement is to enable an understanding of the resource use 
in the course of the undertaking’s own operations and value chain. 

30. The disclosure required by paragraph 2928 shall include a description of its resource inflows 
where material inflows: products (including packaging) and materials, (specifying critical raw 
materials and rare earths), water and property, plant and equipment used in the undertaking’s 
own operations and along the value chain. 

 

 A new Circular Economy Action Plan (europa.eu) 
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31. For undertakings for whichWhen an undertaking assesses that resource inflows areis a material 
and those active in one of “key products value chain”, as defined insustainability matter, it shall 
disclose the EU Circular Economy action plan4,following information about the undertaking shall 
includematerials used to manufacture the undertaking’s products and services during the 
reporting period, in tonnes or kilo, at the reporting periodkilogrammes: 

(a) the overall total weight of products and technical and biological materials used during the 
reporting period; 

(b) the weight in both absolute value and the percentage of renewable inputbiological 
materials from regenerative sources(and biofuels used for non-energy purposes) 
used to manufacture the undertaking’s products and services (including 
packaging);) that is sustainably sourced, with the information on the certification 
scheme used and on the application of the cascading principle; and 

(c) the weight in both absolute value and percentage, of non-virgin reused or recycled 

components, intermediary products and materials (non-virgin) used to 
manufacture the undertaking’s products and services (including packaging). 

32. The undertaking shall provide information on the methodologies used to calculate the data. It 
shall specify whether the data is sourced from direct measurement or estimations, and disclose 
the key assumptions used. 

 

Disclosure Requirement E5-5 – Resource outflows 
 

 

2. The undertaking shall disclose information on its material resource outflows, including waste. 
33. The objective of this Disclosure Requirements is, related to provide an understanding of:its 

material impacts, risks and opportunities. 

34. The objective of this Disclosure Requirement is to provide an understanding of: 

(a) how the undertaking contributes to the circular economy by i) designing products and 
materials in line with circular economy principles and ii) increasing or maximising 
the extent to which products, materials and waste processing are recirculated in 
practice after first use; and 

(b) the undertaking’s waste reduction and waste management strategy and, the extent to 
which the undertaking knows how its pre-consumer waste is managed in its own 
activities. 

Products and materials 

35. The undertaking shall provide a description of the key products and materials that come out of 
the undertaking’s production process and that are designed along circular principles, including 
durability, reusability, repairability, disassembly, remanufacturing, refurbishment, recycling, 
recirculation by the biological cycle, or other optimisation of the use of the resourceproduct or 
material through other circular business models. 

36. The undertakingUndertakings for which outflows are material and those active in one of “key 
products value chain” as defined in the EU Circular Economy action plan5, shall provide information 
at the reporting period ondisclose: 

(a) the total weight (tonnes) and percentage of materials that come out of the undertaking’s 
products and services production process (including packaging) that have been designed 
along circular principles: 

i. The expected durability; 

ii. reusability; 

iii. repairability; 

iv. disassembly; 

v. remanufacturing or refurbishment; 

vi. recycling; 

vii. recirculation of the products placed on the market by the biological cycle; 
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(a) other potential optimisation ofundertaking, in relation to the industry average for each 
product and material use; andgroup; 

(b) the weight and percentage of products and materials that come out of the undertaking 
including packaging that, even if they do not meet the requirement required by paragraph 
35(a), are designed to enhance/enable circular economy for customers further down the 
value chain. 

(b) The reparability products, using an established rating system, where possible; 

(c) The rates of recycled content in products and their packaging. 

Waste 

37. The undertaking shall disclose the following information on its total amount of waste onfrom its 
own operations at the reporting periodownoperations, in tonnes or kilogrammes: 

(a) the total amount of waste generated ; 

(b) for each type of hazardous and non-hazardous waste, the amount by weight diverted 
from disposal by recovery operation type and the total amount summing all three 
types. , with a breakdown between hazardous waste and non-hazardous waste.The 
recovery operation types to be reported on are: 

i. preparation for reuse; 

ii. recycling; and 

iii. other recovery operations; 

(c) for each type of hazardous and non-hazardous waste, the amount by weight directed to 
disposal by waste treatment type and the total amount summing all three types., with 
a breakdown between hazardous waste and non- hazardous waste. The waste 
treatment types to be disclosed are: 

i. incineration; 

ii. landfill; and 

iii. other disposal operations; 

(d) the total amount and percentage of non-recycled waste67. 

38. When disclosing the composition of the waste, the undertaking shall specify: 

(a) the waste streams, relevant to its sector or activities (e.g.,. tailings for the 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); 
and; 

(b) the materials that are present in the waste (e.g.,. biomass, metals, non-metallic minerals, 
plastics, textiles, critical raw materials and rare earths). 

39. The undertaking shall also disclose the total amount of hazardous waste and radioactive waste 
generated by the undertaking, where radioactive waste is defined in Article 3(7) of Council 
Directive 2011/70/Euratom68. 

40. The undertaking shall provide contextual information on the methodologies used to calculate the 
data and in particular the criteria and assumptions used to determine and classify products 
designed along circular principles under paragraph 37(a). 35.It shall specify whether the data is 
sourced from direct measurement or estimations; and disclose the key assumptions used. 

 
Disclosure Requirement E5-6 – PotentialAnticipated financial 
effects from material resource use and circular economy-related 
impacts, risks and opportunities 
41. The undertaking shall disclose its potentialthe anticipated financial effects of 

material risks and opportunities arising from resource use and circular economy-
related impacts. 

42. potentialThe information required by paragraph 41 is in addition the information on current 
financial effects on the entity’s financial position, financial performance and cash flows for the 
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reporting period required under ESRS 2 SBM-3 para 48 (d). The objective of this Disclosure 
Requirement is to provide an understanding of: period required under ESRS 2 SBM-3 para 48 (d). 
The objective of this Disclosure Requirement is to provide an understanding of: 

(c) anticipated financial effects due to material risks arising from material resource use and 
circular economy-related impacts and dependencies and how these risks may havehave 
or could reasonably be expected to have) a material influence (or are likely to have a 
material influence) on on the undertaking’s cash flows,financial position, financial 
performance, position, development, cost of capital or access to finance performance, and 
cash flows over the short- 

(a) ,-, medium- and long-term time horizons; and 

(b) potentialanticipated financial effects due to material opportunities arising from resource 
use and circular economy-related material impacts and how the undertaking may 
financially benefit from materialto resource use and circular economy-related 
opportunities. 

42.43. The disclosure shall include: 

(a) a quantification of the potentialanticipated financial effects in monetary terms before 
considering resource use and circular economy-related actions, or where 
impracticablenot possible with undue cost or effort, qualitative information. For 
financial effects arising from material opportunities, a quantification is not required 
if it would result in disclosure that does not meet the qualitative characteristics of 
information (see [draft] ESRS 1 Appendix C Qualitative characteristics of information); 

(b) a description of the effects considered, the impacts and dependencies to which 
they relate and the time horizons in which they are likely to materialise; 

(c) the critical assumptions used to quantify the anticipated financial effects, as well 
as the sources and level of uncertainty of those assumptions 

3. In the context of this Disclosure Requirement, potential financial effects include financial effects that 
do not meet the recognition criteria for inclusion in the financial statement line items and notes to 
the financial statements. 

 
67 This information supports the information needs of financial market participants subject to Regulation (EU) 2019/2088 as 

reflecting an additional indicator related to principal adverse impacts as set out by indicator #13 in Table 2 of Annex 1 of the 
related Delegated Regulation with regard to disclosure rules on sustainable investments (respectively “(“Non-recycled waste 
ratio”). 

7 This datapoint reflects information proposed under GRI 306. 
868 This information supports the information needs of financial market participants subject to Regulation (EU) 2019/2088 as 

reflecting a mandatory indicator related to principal adverse impacts as set out by indicator #9 in Table 1 of Annex 1 of the 
related Delegated Regulation with regard to disclosure rules on sustainable investments (respectively “Hazardous waste and 
radioactive waste ratio”). 
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Appendix A: Defined termsApplication Requirements  

This appendix is an integral part of the [draft] ESRS E5. It supports the application of the disclosure 

requirements set out in this standard and has the same authority as the other parts of the [draft]  

standard. 
 

Associated process 
materials 

Materials that are needed for the manufacturing process but are not part 

of the final product, such as lubricants for manufacturing machinery. 

Business as usual In the context of this [draft] Standard, business as usual is to be understood 

as a scenario where the undertaking does not take significant actions to shift 

away its business model from a linear economy, i.e., an economy in which 

finite resources are extracted to make products that are used - generally 

not to their full potential - and then thrown away (“take-make-waste”), 

leading to waste, pollution, and the degradation of 

natural systems. 

By-product A substance or object resulting from a production process the primary aim of 

which is not the production of that substance or object is considered not to 

be waste, but to be a by-product if the following conditions are met: 

(a) further use of the substance or object is certain; 

(b) the substance or object can be used directly without any further 

processing other than normal industrial practice; 

(c) the substance or object is produced as an integral part of a production 

process; and 

(d) further use is lawful, i.e., the substance or object fulfils all relevant 

product, environmental and health protection requirements for the 

specific use and will not lead to overall adverse environmental or human 

health impacts. 

Circular economy An economic system whereby the value of products, materials and other 

resources in the economy is maintained for as long as possible, enhancing 

their efficient use in production and consumption, thereby reducing the 

environmental impact of their use, minimising waste and the release of 

hazardous substances at all stages of their life cycle, including 

through the application of the waste hierarchy. 

Circular economy 
principles 

The circular economy is based on three principles, driven by design: 

(i) eliminate waste and pollution; 

(ii) circulate products and materials at their highest value; and 

(iii) regenerate nature. 

Circular material use 
rate 

Recirculation of materials, components and products in practice after 

first use employing the following strategies (in order of preference): 

(i) maintenance/prolonged use; 

(ii) reuse/redistribution; 

(iii) refurbishment/remanufacturing; 

(iv) recycling, composting, or anaerobic digestion. 

The use rate is defined as the ratio of circular use of materials to overall 

use of materials. 

Durability The ability of a product, component or material to remain functional and 

relevant when used as intended. 

Hazardous/ non- 
hazardous waste 

Hazardous (non-hazardous) waste means waste which displays one or 

more of the hazardous properties listed in Annex III of the Waste 

framework directive. 

Incineration  with 
(without) energy 

Incineration is the controlled burning of waste at high temperature. It is 

with energy recovery when the energy created in the combustion process 
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recovery is harnessed for re-use, for example for power generation. It is without 

energy recovery when the heat generated by combustion is dissipated in 

the environment. 

Landfill A waste disposal site for the deposit of the waste onto or into land9. 

Longevity Designed for maintenance and durability in such a way that encourages 

longer use than the industry standard in practice and at scale and in such a 

way that does not compromise circular treatment at the end of functional 

life. 

Non-renewable material Resources that are not able to be renewed or replenished on timescales 

relevant to the economy, i.e., not geological timescales, such as minerals, 

metals, oil, gas or coal. 

Packaging Products made of any materials of any nature to be used for the 

containment, protection, handling, delivery, [storage, transport] and 

presentation of goods, from raw materials to processed goods, from the 

producer to the user or consumer10. 

Recovery Any operation the principal result of which is waste serving a useful 

purpose by replacing other materials which would otherwise have been 

used to fulfil a particular function, or waste being prepared to fulfil that 

function, in the plant or in the wider economy.11 

Recycling Any recovery operation by which waste materials are reprocessed into 

products, materials or substances whether for the original or other 

purposes. It includes the reprocessing of organic material but does not 

include energy recovery and the reprocessing into materials that are to 

be used as fuels or for backfilling operations. 

Regeneration Promotion of self-renewal capacity of natural systems with the aim of 

reactivating ecological processes damaged or over-exploited by human 

action 

Regenerative 
production 

Regenerative production is an approach to managing agroecosystems 

that provides food and material — be it through agriculture, aquaculture or 

forestry — in ways that create positive outcomes for nature. These 

outcomes include, but are not limited to, healthy soils, improved air and 

water quality, and higher levels of carbon sequestration. They can be 

achieved through a variety of context-dependent practices and can 

together help regenerate degraded ecosystems and build resilience on 

farms and in surrounding landscapes. 

Renewable materials Material that is derived from resources that are quickly replenished by 

ecological cycles or agricultural processes, so that the services provided 

by these and other linked resources are not endangered and remain 

available for the next generation. 

Resource use 
optimisation 

The design, production and distribution of materials and products with the 

objective to keep them in use at their highest value. Eco-design and design 

for longevity, repair, reuse, repurposing, disassembly, remanufacturing are 

examples of tools to prevent from a quick and limited 

use of materials and products. 

Resource inflows Resource that enters the organisation's infrastructure. 

Resource outflows Resource that leaves the organisation's infrastructure. 

Reuse Any operation by which products and components that are not waste are 

used again for the same purpose for which they were conceived12. This 
 

9 See art. 2 (g) of the Directive 1999/31/EC of the European Parliament and of the Council of 26 April 1999. 
10 See art. 3 (1) of Directive 94/62/EC of the European Parliament and of the Council of 20 December 1994 
11 See art. 3 (15) of directive 2008/98/EC of the European Parliament and of the Council of 19 November 2008 
12 See art. 3 (13) of the Directive 2008/98/EC of the European Parliament and of the Council of 19 November 2008. 
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 may involve cleaning or small adjustments so it is ready for the next use 

without significant definition. 

Waste Any substance or object which the holder discards or intends or is 

required to discard13. 

Waste hierarchy The waste hierarchy is the following priority order in waste prevention and 

management: (a) prevention; (b) preparing for re-use; (c) recycling; (d) 

other recovery, e.g., energy recovery; and (e) disposal14. 

Waste management The collection, transport, recovery and disposal of waste, including the 

supervision of such operations and the after-care of disposal sites, and 

including actions taken as a dealer or broker15. 

 

13 See article 3(1) of the Directive 2008/98/EC of the European Parliament and of the Council of 19 November 2008 
14 See art. 4 (1) of the Directive 2008/98/EC of the European Parliament and of the Council of 19 November 2008. 
15 See art. 3 (9) of the Directive 2008/98/EC of the European Parliament and of the Council of 19 November 2008. 
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ESRS 2 General disclosures 

 
Impact, risk and opportunity management 

 
Disclosure requirement related to [draft] ESRS 2 IRO-1 – Description 
of the processes to identify and assess material resource use and 
circular economy-related impacts, risks and opportunities 

 
 

AR 1. When conducting a materiality assessment on environmental subtopics, the undertaking shall 
assess the materiality of resource use and circular economy in its own operations and its 
value chain, and may consider the four phases below, also known as the LEAP approach, 
proposed by the Taskforce on Nature-Related Financial Disclosures: 

(a) Phase 1: locate where in the undertaking’s own operations and along the value 
chain happen the interface with nature are the priority locationstakes place; 

(b) Phase 2: evaluate the resource use and circular economy-related dependencies and 
impacts; 

(c) Phase 3: assess the material risks and opportunities; 

(d) Phase 4: prepare and report the results of the materiality assessment. 

AR 2. The materiality assessment for [draft] With regard to ESRS E5 corresponds to , phases 1 and 2 
rely mainly on the materiality assessments conducted under ESRS E1 (including energy 
consumption), ESRS E2 (pollution), ESRS E3 (marine resources, water consumption) and 
ESRS E4 (biodiversity, ecosystems, raw materials). Indeed, circular economy eventually 
aims at reducing the first threeenvironmental impact of the use of products, materials and 
other resources, minimizing waste and the release of hazardous substances and hence at 
reducing impacts on nature. This application requirement focuses mainly on the third phases 
of this LEAP approach, while the fourth phase addresses the outcome of the process. Further 
guidance and materials about this approach can be found in TNFD Nature-Related Risk & 
Opportunity Management and Disclosure Framework. 

 

AR 3. The process to assess the materiality of impacts, dependencies, risks and opportunities 
shall consider the provisions in [draft] ESRS 2 IRO-1 Description of the processes to identify 
and assess material impacts, risks and opportunities and IRO-2 Disclosure Requirements in 
ESRS covered by the undertaking’s sustainability statement. 

 

AR 4.     The sub-topics related to resource use and circular economy covered by the materiality 

assessment under this [draft] Standard include: 

(a) resource inflows including the contribution to direct impact drivers 
(Resourcecircularity of material resource inflows, considering resource use 
other than water use or rawoptimisation, intensity of materials (considered 
respectively under [draft] ESRS E3 and [draft] ESRS E4);products and 
renewable and non- renewable resources; 

(b) dependencies on ecosystem resource outflows related to products and services.; 
and 

(c) waste, including hazardous waste and non-hazardous waste management. 
 

AR 5.      Under paragraph AR 1(a), the undertaking shall consider first locating where there are areas 
at risks for inflows, but also for outflows and in particular circular economy strategies and waste 
treatment in its own operations and along the value chain. 

AR 6. Under paragraph AR 1(b)In Phase 2, the undertaking shall then consider evaluating impacts and 
dependencies. When disclosing information under paragraph AR 1, the undertaking may rely 
of inflows, outflows and waste based on primary, secondary or modelled data collection or the 
outcome of Phases 1 and 2 in other relevant approaches to assess material impacts, 
dependencies, risksenvironmental standards and evaluating on their own the outflows and 
opportunities. 

AR 7. Based on the results of Phase 1waste and their pressure on nature. 

AR 
6. 

2In 
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Phase 3, the undertaking shall finally consider assessing under paragraph AR 1(b)i. the material risks and 
opportunities by: 

(a) identifying transition risks and opportunities in its own operations and its 
upstream and downstream value chain by the category, including the risk of 
staying in a business-as-usual scenario: 

i. policy and legal, e.g., bans on the extraction and use of non-
renewable resources:, regulations on waste treatment; 

i. technology: 

ii. , e.g., introduction on the market: 

ii. reputation ( of new technologies to replace existing use of rawproducts and 
materials);; 

iii. market, e.g., shifting supply, demand and financing; 

iv. reputation, e.g. changing societal, customer behaviors and perceptions. 

(b) identifying physical risks including depletion of stock and use of virgin and non- 
virgin renewable resources, decrease of virgin and non-virgin renewable 
resources; 

(c) identifying opportunities categorised by: 

i. resource efficiency: e.g., transition to more efficient services and processes 
requiring less resources, eco-design for longevity, repair, reuse, recycle, 
by- products, take-back systems, decoupling activity from extraction of 
materials, intensifying circular material use, creation of a system that allows 
for dematerialization (e.g., digitisation, improving utilization rates, weight 
reduction); practices to ensure products and materials are collected, sorted, 
and reused, repaired, refurbished, remanufactured; 

ii. markets: e.g., development ofdemand for less resource-intense products 
and services, diversification of business activities,and new 
businessconsumption models such as product-as- a-service, pay-per-use, 
sharing, leasing);; 

iii. financing: e.g., access to green funds, bonds or loans; 

iv. resilience: e.g., diversification of resources and business activities (e.g., start 
a new business unit on ecosystem regenerationto recycle new materials), 
investing in green infrastructures, adopting recycling and circularity 
mechanisms that reduce the dependencies, capability of the undertaking to 
safeguard future stocks and flows of resources; and 

v. reputation. 

AR 8. When assessing material impacts, risks and opportunities, the undertaking shall consider the sub-
subtopics of resource use and circular economy: 

(a) resource inflows as regards to the circularity of material resource inflows, considering 
separately renewable and non-renewable resources; 

(b) resource outflows including products and materials and waste taking into account the 
waste hierarchy; 

(c) resource use optimisation as regards the intensity of materials and products use; 

(d) the creation of circular systems including cross value chain initiatives; and 

(e) waste management (hazardous and non-hazardous wastes) while specifying the 
potential negative or beneficial other environmental impacts (climate change, water, 
pollution, biodiversity). 

AR 97. The undertaking may consider the following methodologies to assess its impacts, risks and 
opportunities on its own operations and along its value chain: product including information 
provided by the EU Recommendation 2021/2279 on the use of the Environmental Footprint 
methods to measure and/or communicate the life cycle environmental performance of 
products and organizations (Annex I – Product Environmental Footprint; Annex III – 
Organisation Environmental Footprint (PEF, OEF),) and Material Flow Analysis (MFA), Life 
Cycle Assessment) from the European Environment Agency. 
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AR 108. When providing information on the outcome of the materiality assessment, the undertaking 
shall consider: 

(a) a list of business units associated to resource use and circular economy 
material impacts, risks and opportunities in the context of the products and 
services of the undertaking and the waste it generates; 

(b) a list and prioritisation of the material resources used by the undertaking; 

(c) the material impacts and risks of staying in business as usual; 

(d) the material opportunities related to a circular economy; 

(e) the material impacts and risks of a transition to a circular economy; and 

(f) the stages of the value chain where resource use, risks and negative impacts 
are concentrated. 

 

Impact, risk and opportunity management 

 
Disclosure Requirement E5-1 – Policies related to resource use and 
circular economy 

 

AR 9. The policies described under this Disclosure Requirement may be integrated in broader 
environmental or sustainability policies covering different subtopics. 

AR 1210. When providing information on its policies, the undertaking shall consider whether and how 
its policies address: 

(a) the waste hierarchy: (a) prevention; (b) preparing for re-use; (c) recycling; (d) 
other recovery, e.g., energy recovery; and (e) disposal. In this context, the waste 
treatment cannot be considered as a recovery; 

(b)  the prioritisation of strategies to avoidthe avoidance or minimiseminimisation 

waste (Refuse, Rethink, Reduce, Re-use, Repair, Refurbish, Remanufacture and 
Repurpose) over waste treatment strategies (Recycling). The concepts of 
eco- design69, waste as a resource or post- consumer waste (at the end of a 
consumer-product lifecycle), should also be taken ininto consideration. 

AR 1311. When defining its policies, the undertaking may consider the Paper on “Categorisation 
system for the circular economy”1970, which describes circular design and production models, 
circular use models, circular value recovery models and circular support along the principles 
of the nine circular economy “R” strategies or principles: refuse, rethink, reduce, re-use, 
repair, refurbish, remanufacture, repurpose and recycle. 

 

 

 

 

 

 

 

 

16 Source: TNFD, 2022, p.37 
17 Source: CDSB Biodiversity Application Guidance 2021 
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Disclosure Requirement E5-2 – Actions and resources in relation to 
resource use and circular economy 

 
 

AR 14.  12. When providing information under paragraph 17 17 and considering that resources are 
shared and that circular economy strategies may require collective actions, the undertaking 
may specify the actions taken to engage with its upstream and downstream value chain 
and/or its local ecosystemnetwork on the development of collaborations or initiatives 
increasing the circularity of products and materials. 

AR 1513. In particular, the undertaking may specify the following: 

(a) how it contributes to circular economy, including for instance smart waste 
collection systems; 

(b) the other stakeholders involved in the collective actions: competitors, 
suppliers, retailers, customers, other business partners, local communities 
and authorities, government agencies; 

(c) a description of the organisation of the projectcollaboration or initiative, 
including the specific contribution of theofthe undertaking and the roles of the 
different stakeholders in the project: sponsors and other participants. 

AR 1614. The actions may cover the undertaking’s own operations and/or the value chain. 

 
Metrics and targets 

 
Disclosure Requirement E5-3 - Targets related to resource use and 
circular economy 

 
 

AR 17. When determining (local) 15. If the undertaking refers to ecological thresholds to set targets, 
the undertaking it may refer to the guidance provided by the Science-Based Targets Initiative 
for Nature (SBTN) in its interim guidance (Initial Guidance for Business, September 2020), or 
any other guidance with a scientifically acknowledged methodology that allows to set science-
based targets by identifying ecological thresholds and, if applicable, organisation-specific 
allocations. Ecological thresholds can be local, national and/or global. 

AR 16. AR 18. When providing information on targets, the undertaking shall prioritise targets in 
absolute value. 

AR 19. The increased circular material use rate17. When providing information targets according to 
be provided under paragraph 25(b) is to be understood as additional, i.e., based on the 
development of secondary material sources or 24, the undertaking shall consider the 
production of circular phase, the use phase, and the end of functional life of products for 
exampleand materials. 

AR 20.AR 18. When providing information on targets related to virgin renewable raw material under 
paragraph 25(c), 24(c), the undertaking shall consider how those targets may impact biodiversity 
loss, also in light of [draft] ESRS E4. 

AR 2119. The undertaking may disclose other targets under paragraph 25(f)24(f) including in relation 
to sustainable sourcing. If so, the undertaking shall explain the definition of sustainable sourcing 
it has adopted and how it relates to the objective set out in paragraph 23.23. 

AR 2220. The targets may cover the undertaking’s own operations and/or the value chain. 

 
 

18 As established by the Directive 2009/125/EC 
19 Categorisation system for the circular economy - Publications Office of the EU (europa.eu) 
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Disclosure Requirement E5-4 - Resource inflows 

 

AR 21. Resource inflows may cover the following categories: IT equipment, textiles, furniture, 
buildings, heavy machinery, mid-weight machinery, light machinery, heavy transport, mid-
weight transport, light transport and warehousing equipment. With regard to materials, 
resource inflow indicators 

AR 24. The list of “key products value chain” as defined in the EU Circular Economy20 mentioned in 
paragraph 32 is the following: 

(a) electronics and ICT; 

(b) batteries and vehicles; 

(c) packaging; 

(d) plastics; 

(e) textiles; 

(f) construction and buildings; and 

(g)(a) food, water and nutrients. 

include raw materials, associated process materials, and semi-manufactured goods or parts. 

AR 22. When the undertaking is subject to paragraph 32, 31, it may also provide transparency on the 
materials that are sourced from by-products/waste stream (e.g., offcuts of a material that 
has not previously been in a product). 

AR 2623. The denominator of the percentage indicator required under paragraphs 32(b) 31(b) and 
32(c)31(c) is the overall total weight of materials used during the reporting period. 

AR 27.24.   The reported usage data are to reflect the material in its original state, and not to be presented 
with further data manipulation, such as reporting it as “dry weight”. 

AR 2825. In cases where there is an overlap between categories of reused, recycled, renewable 
categories overlap, the undertaking shall specify how double counting was avoided and the 
choices that were made. 

Disclosure Requirement E5-5 - Resource outflows 
 

AR 26. Products and materials information to be provided under paragraph 35 refers to all materials 
and products that come out of the undertaking’s production process and that a company puts 
on the market (including packaging). 

AR 3027. When compiling the percentage indicatorrate, the undertaking shall use as denominator the 
overall total weight of materials used during the reporting period. 

AR 31. Products and services referred to in paragraph 37(b) may cover for instance: 

(a) prevention of waste and pollution by customers (e.g., smart waste collection 
system); 

(b) increase of the longevity of other products further down in the value chain; 

(c) increase recycling yield (quantity and quality) of products further down in the value 
chain (e.g., materials that separate adhesives from cardboard); 

(d) decrease the level of post-consumer waste. 

AR 3228. The undertaking may also provide information ondisclose its products and materials that are 
actually recirculated in practice though strategies described under paragraphs 37(a)i to 
37(a)viii.engagement in product end-of-life waste management, for example through 
extended producer responsibility schemes or take-back schemes. 

AR 25 

69 As established by the Directive 2009/125/EC. 
70 Categorisation system for the circular economy - Publications Office of the EU (europa.eu)  

20 A new Circular Economy Action Plan (europa.eu) 

https://op.europa.eu/en/publication-detail/-/publication/ca9846a8-6289-11ea-b735-01aa75ed71a1
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AR 3329. Type of waste is to be understood as hazardous waste or non-hazardous waste for 
instance.. Some specific waste, such as radioactive waste, may also be presented as 
a separate type. 

AR 3430. When considering the waste streams relevant to its sectors or activities, the 
undertaking may consider the list of waste descriptions from the European Waste 
Catalogue. 

AR 31.  Examples of other types of recovery operations under paragraph 38(b)iii 37(b)iii may be 
found in Annex II of the Waste framework directive. 

AR 32. Examples of other types of disposal operations under paragraph 38(c)iii 37(c)iii may 
be found in Annex I of the Waste framework directive (dumping, open burning, or 
deep well injection for example). 

AR 3733. When providing contextual information under paragraph 41 40 the undertaking may: 

(a) explain the reasons for high weights of waste directed to 
disposal (e.g., local regulations that prohibit landfill of specific 
types of waste); 

(b) describe sector practices, sector standards, or external 
regulations that mandate a specific disposal operation; and 

(c) specify whether the data has been modelled or sourced from direct 
measurements,  such as waste transfer notes from contracted waste 
collectors. 

 
Disclosure Requirement E5-6 – PotentialAnticipated financial 
effects from material resource use and circular economy-related 
impacts, risks and opportunities 

 
 

AR 38.   34. When providing information under paragraph 43(b), 42(b), the 
undertaking may illustrate and describe the business modelhow it intends to 
strengthen value retention. 

AR 3935. The undertaking may include an assessment of its related products and services at 
risk over the short-, medium- and long-term time horizons, explaining how these are 
defined, how financial amounts are estimated, and which critical assumptions are 
made. 

AR 4036. The quantification of the potential materialanticipated financial effects in 

monetary terms under paragraph 44(a) 43(a) may be a range. 
 


