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Position of the Observatorio de Responsabilidad Social
Corporativa on the European Commission’s Draft Revised
ESRS Delegated Act (May 2026)

The Observatorio de Responsabilidad Social Corporativa (Observatorio RSC) is
concerned that several amendments introduced by the European Commission in
the draft revised ESRS go beyond the technical advice provided by EFRAG and may
weaken some of the core objectives of the CSRD framework.

While the Commission has presented these changes as part of a simplification
exercise, many of them affect elements that are essential to the transparency,
comparability and reliability of sustainability information. In our view, simplification
cannot become a justification for reducing the coherence, comparability and
decision-usefulness of sustainability disclosures, which are among the fundamental
objectives of both the CSRD and the ESRS framework.

The ESRS have already undergone a substantial revision process through EFRAG's
technical work. The Commission should therefore carefully justify any additional
departures from EFRAG's recommendations, particularly where such changes
reduce disclosure requirements, introduce new exemptions or increase reporting
flexibility. This is particularly important because the ESRS are not merely a
compliance instrument for preparers. They are also a public-interest transparency
tool used by investors, workers, trade unions, consumers, affected communities,
civil society organisations, researchers, journalists, supervisors and public
authorities.

We are particularly concerned about the cumulative impact of the additional
modifications introduced by the Commission, including the expanded use of "undue
cost or effort" reliefs, the exemption for managed investments, the increased
flexibility in greenhouse gas accounting methodologies, the expansion of phase-in
regimes and the reduction of certain social, governance and value-chain disclosures.

Taken together, these changes risk reducing the comparability, verifiability and
accountability value of sustainability reporting. They may also make it more difficult
for stakeholders (including investors) to distinguish between substantive
improvements in sustainability performance and purely formal compliance with
reporting requirements. This may also reduce legal certainty by creating ambiguity
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for companies, assurance providers and users about which disclosures are

effectively required, comparable and verifiable.

Recommendations

The Observatorio RSC recommends that the European Commission revise the draft

delegated act in line with the following principles:

Use EFRAG’s technical advice as the primary reference point and justify any
additional departures from it.

Preserve double materiality not only formally, but also through
transparent and traceable materiality assessment disclosures.

Limit “undue cost or effort” reliefs through strict criteria, mandatory
justification, time limits and improvement plans.

Avoid cumulative phase-ins and exemptions that create long-term data
gaps.
Maintain comparability in greenhouse gas reporting through a clear

methodological hierarchy and mandatory justification for deviations.

Narrow exemptions for commercially sensitive information and prevent
their use to omit strategic sustainability information.

Remove or substantially narrow the exemption for investments
managed on behalf of clients.

Preserve meaningful value-chain transparency and ensure consistency
with due diligence obligations.

Maintain alignment with international human rights and due diligence
frameworks.

Preserve a minimum set of core social and workforce indicators.

Strengthen, rather than weaken, disclosures on governance, business
conduct and accountability.

Ensure that simplification does not reduce the ability of users to
distinguish between substantive sustainability performance and symbolic
compliance.

Observatorio RSC June 2026



OBSERVATORIO
DE RESPONSABILIDAD
SOCAL CORPORATIVA

1. General position

The Observatorio de Responsabilidad Social Corporativa (Observatorio RSC)
welcomes the opportunity to provide comments on the European Commission’s
draft delegated act revising the European Sustainability Reporting Standards (ESRS).

The Observatorio RSC considers that the ESRS have represented a significant step
forward in the quality, structure and comparability of sustainability information
disclosed by large companies. Based on double materiality, the ESRS provide a
common framework that enables users to understand both how sustainability
matters affect undertakings and how undertakings affect people, society and the
environment.

Although there is room for improvement in certain areas, the first stages of
implementation of the ESRS have already contributed to a more structured and
comparable disclosure of sustainability information. The current revision should
therefore not be based on the assumption that the ESRS are inherently excessive or
ineffective. Any amendment should be supported by clear evidence and should aim
to improve the effectiveness of the framework rather than substantially reduce its
transparency function.

Against this background, the Observatorio RSC is concerned that several

amendments introduced by the European Commission in the draft revised ESRS go

beyond the technical advice provided by EFRAG and may weaken some of the core

objectives of the CSRD framework.

The issue should not be framed as a choice between simplification and complexity,

but as a question of whether the additional amendments introduced by the

Commission risk undermining the transparency, comparability and accountability
objectives of the ESRS framework.

EFRAG's technical advice already reflected a substantial simplification exercise,
following public consultation, outreach, field testing and technical deliberation. The

Commission should therefore carefully justify any departure from EFRAG's

recommendations, particularly where such departures reduce disclosure

requirements, introduce new exemptions, expand reliefs, delay reporting

obligations or increase methodological flexibility in ways that may affect

comparability.
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The Observatorio RSC is particularly concerned about the cumulative impact of the
additional modifications introduced by the Commission, including:

e the expanded use of “undue cost or effort” reliefs;

e additional phase-ins and transitional provisions;

e the exemption for investments managed on behalf of clients;

e increased flexibility in greenhouse gas accounting methodologies;
e reduced transparency regarding value-chain impacts;

e changes affecting social and human rights disclosures;

e broader possibilities to omit information on the basis of commercial
sensitivity;

e the weakening of certain governance and accountability-related disclosures.

Taken together, these changes may reduce the comparability, verifiability and
accountability value of sustainability reporting. They may also make it more difficult
for stakeholders, including investors, to distinguish between substantive
improvements in corporate sustainability performance and purely formal
compliance with reporting requirements.

2. EFRAG's technical advice should remain the reference point

The Observatorio RSC considers that the Commission should use EFRAG's technical
advice as the main reference point for the final delegated act.

EFRAG is the technical standard-setting body entrusted with developing
sustainability reporting standards in a multi-stakeholder setting. Its proposal

already incorporated significant simplification while attempting to preserve the
architecture and policy objectives of the ESRS. Where the Commission departs from
EFRAG's technical advice, it should do so only where there is a clear and well-

evidenced justification.

This is particularly important because the ESRS are not merely a compliance

instrument for preparers. They are also a public-interest transparency tool used by

investors, workers, trade unions, consumers, affected communities, civil society

organisations, researchers, journalists, supervisors and public authorities.
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The purpose of the CSRD is not only to reduce information asymmetries in financial
markets, but also to strengthen corporate accountability regarding social,
environmental and governance impacts. Any reduction in disclosure obligations
should therefore be assessed not only from the perspective of reporting burden,
but also from the perspective of users’ rights and needs.

The Commission’s draft appears to introduce a second layer of simplification after
EFRAG's already significant simplification exercise. This raises the risk that the final
standards may no longer strike an adequate balance between proportionality and
transparency.

3. Cumulative effect of exemptions, reliefs and phase-ins

The Observatorio RSC is especially concerned about the cumulative effect of
exemptions, reliefs and phase-ins.

Individually, some transitional provisions may appear reasonable. However, when

combined with the reduction of datapoints, the narrowing of reporting scope,

methodological flexibility and additional omissions, they may significantly reduce

the quality and usefulness of sustainability information.

The “undue cost or effort” relief is particularly problematic if it is not subject to strict

safeguards. Proportionality is a legitimate regulatory principle, but “undue cost or
effort” introduces a filter that is distinct from materiality. Materiality concerns the
relevance of information for users. By contrast, “undue cost or effort” concerns the
reporting burden for the undertaking.

If this relief is broad, permanent or insufficiently justified, material information may
remain undisclosed because the undertaking considers it too costly or difficult to
obtain. This may create long-term data gaps, weaken incentives to improve internal
data systems and undermine the credibility of sustainability reporting.

The Observatorio RSC therefore recommends that the Commission:
e limit the use of “undue cost or effort” reliefs to exceptional cases;

e require undertakings to provide specific justification whenever such reliefs
are used;

e introduce time limits for the use of reliefs;

e require undertakings to disclose improvement plans to close data gaps;
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e clarify that reliefs cannot be used to avoid reporting material information
indefinitely;

e ensure that reliefs do not apply in a way that undermines the fair
presentation of the sustainability statement.

Similar safeguards should apply to phase-ins and omissions related to anticipated
financial effects, value-chain information, environmental metrics and social
disclosures.

4. Cross-cutting standards.

The Observatorio RSC considers that the changes to ESRS 1 and ESRS 2 deserve
specific attention because they affect the overall architecture of sustainability
reporting. The impact of the Commission’s draft cannot be assessed only by looking
at the reduction of datapoints in the topical standards. It is equally important to
analyse how the cross-cutting standards redefine the rules that determine what
information is considered material, when information may be omitted, how reliefs
are applied and how fair presentation is assessed.

The Observatorio RSC welcomes the fact that double materiality remains formally
preserved. This is essential to maintain the distinctive nature of the European
sustainability reporting framework and to ensure that reporting covers both
financial effects and impacts on people, society and the environment. However,
preserving double materiality in formal terms is not sufficient. The materiality
assessment must remain transparent, traceable and capable of scrutiny by users of
sustainability information.

In this respect, the Commission’s draft further reinforces the top-down approach to

the materiality assessment. A more proportionate approach may be useful to avoid

unnecessary complexity. However, it should not allow companies to carry out

superficial materiality assessments or to omit relevant impacts, risks and

opportunities without sufficient explanation. Where companies decide that issues

normally expected to be material in their sector, geography, value chain or business

model are not material, they should be required to explain the criteria, evidence and

stakeholder input supporting that conclusion.

The Observatorio RSC is also concerned by the shift in the treatment of non-material
information. EFRAG's technical advice stated that undertakings were not required to
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disclose information prescribed by an ESRS if that information was not material. The
Commission’s draft goes further by stating that undertakings shall not disclose such
information, except in certain cases of clearly identified supplementary information.
While this may reduce the risk of over-reporting, it may also encourage an
excessively restrictive interpretation of sustainability reporting. The final ESRS
should avoid discouraging companies from providing relevant contextual or entity-
specific information that helps users understand material impacts, risks and
opportunities.

The clarification of the fair presentation principle also requires careful
consideration. The Commission'’s draft clarifies that fair presentation is assessed in
relation to the sustainability statement as a whole and not at the level of each
individual datapoint. This may be useful to avoid a purely checklist-based approach.
However, it should not become a general justification for the accumulation of
omissions, reliefs and phase-ins. A sustainability statement cannot provide a fair
presentation if material information is systematically omitted or delayed across
several areas of reporting.

The Commission’s draft also introduces or expands several cross-cutting
mechanisms that may reduce transparency. These include the operationalisation of
the value-chain cap through the voluntary standard, broader omission provisions
for commercially sensitive or protected information, more differentiated
transitional provisions, and a specific carve-out for investments managed on behalf
of clients. These mechanisms may be relevant for proportionality, but they also
create a risk of significant information gaps, particularly in relation to value-chain
impacts, financial institutions and forward-looking sustainability information.

ESRS 2 is also affected by these changes. The revised provisions on BP-2 and SBM-3
increase the importance of explaining omissions, phase-ins and anticipated financial
effects. The Observatorio RSC recognises that disclosures on anticipated financial

effects involve estimates and uncertainty. However, reliefs and omission provisions

should not undermine the forward-looking dimension of sustainability reporting.

Users need sufficient information to understand how material sustainability-related

impacts, risks and opportunities may affect the company's strategy, business model,

financial position and resilience over time.

The final ESRS should therefore ensure that the cross-cutting standards do not
weaken the accountability function of sustainability reporting. ESRS 1 and ESRS 2
should provide a clear framework for materiality, transparency, comparability and
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fair presentation, not a broad set of mechanisms that allow undertakings to narrow
the scope of reporting. The Commission should restore stronger safeguards around
materiality judgements, omission provisions, phase-ins, value-chain information
and anticipated financial effects.

These cross-cutting changes are particularly relevant because they amplify the
impact of reductions introduced in the topical standards. A narrower materiality
filter, broader reliefs and more flexible omission rules may make reductions in
social, environmental and governance disclosures more significant in practice than
they appear when assessed datapoint by datapoint.

5. Transparency of the double materiality assessment

The Observatorio RSC strongly supports the preservation of double materiality as
the cornerstone of the ESRS framework. Double materiality is one of the main
features that differentiates the European framework from purely financial
sustainability reporting models.

However, preserving double materiality formally is not sufficient. The standards
must also ensure that the materiality assessment is transparent, traceable and
sufficiently comparable.

We are concerned that the revised ESRS may increase corporate discretion in

determining what is material and what is disclosed. The possibility of relying on a

more general top-down materiality approach may reduce unnecessary complexity

in some cases, but it should not lead to superficial or poorly evidenced materiality

assessments.

The Observatorio RSC recommends that the final ESRS require undertakings to
disclose sufficient information on:

e the criteria used in the double materiality assessment;
e the methodologies applied;
e therole of affected stakeholders and users of sustainability information;

e the reasons for excluding topics that would normally be expected to be
material in the undertaking’s sector, geography or business model;

e the relationship between due diligence processes and materiality
conclusions.
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Materiality should not become a mechanism for narrowing the sustainability
statement to the point that relevant information for stakeholders is omitted. The
Commission should avoid provisions that create ambiguity as to whether companies
are allowed, encouraged or prevented from disclosing additional information that
may be relevant for users.

6. Comparability and greenhouse gas accounting methodologies

Comparability is one of the fundamental objectives of the ESRS. Users must be able

to compare information across companies, sectors and reporting periods. This is

particularly important for climate-related disclosures, where greenhouse gas

emissions are among the most widely used indicators.

The Commission's draft introduces broader flexibility in the choice of greenhouse

gas accounting boundaries. Allowing companies to choose between different

consolidation methods without a clear hierarchy or justification may result in

substantially different reported emissions for undertakings with similar underlying

activities.

This creates several risks:
e reduced comparability between companies;
e strategic selection of methodologies to minimise reported emissions;
e reduced reliability of climate-related claims;

o difficulties for investors, supervisors and civil society in assessing transition
plans;

e weaker longitudinal analysis of corporate climate performance.

The Observatorio RSC recommends that the final delegated act revert to a clearer
methodological hierarchy, broadly aligned with EFRAG's technical approach.
Financial control should remain the baseline methodology, with operational control
or other methods used only where necessary to provide a more complete and
faithful picture of material emissions.

Where an undertaking uses a methodology other than the baseline approach, it
should be required to justify the choice, explain its effect on reported emissions and
ensure consistency over time. Methodological flexibility should not be allowed to
undermine the comparability of one of the most important climate indicators.
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7. Anticipated financial effects

The Observatorio RSC is concerned about the extended reliefs and omissions
affecting anticipated financial effects.

Information on anticipated financial effects is essential for understanding how
sustainability-related impacts, risks and opportunities may affect the undertaking's
financial position, performance, cash flows, access to finance and cost of capital. It
is also important for assessing the credibility of transition plans and the long-term
resilience of business models.

The Commission’s draft may allow companies to delay or omit quantitative

information for extended periods, including on the basis of lack of skills, capabilities
or resources, or commercial sensitivity. While some initial flexibility may be justified,
broad and long-lasting omissions risk significantly reducing the usefulness of ESRS

reporting.

The Observatorio RSC recommends that:
e reliefs related to anticipated financial effects be strictly time-bound;
e undertakings be required to explain why information cannot be disclosed;
e companies disclose plans to develop the necessary capabilities;
e commercial sensitivity exemptions be narrowly interpreted;
e omissions should not apply to broad categories of strategic information;

e the final standards should preserve the forward-looking dimension of
sustainability reporting.

The objective should be to support progressive improvement in the quality of
anticipated financial effects disclosures, not to create a permanent route for
avoiding them.
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8. Value-chain transparency

The Observatorio RSC is concerned that the draft delegated act may significantly
reduce transparency regarding value-chain impacts.

Many of the most severe environmental and social impacts associated with
corporate activity occur outside companies’ own operations. They may arise through
suppliers, subcontractors, customers, distribution channels, users, affected
communities and other business relationships.

The ESRS should therefore ensure that material value-chain impacts remain visible.
Excessive limitations on value-chain reporting may weaken the practical link
between sustainability reporting and corporate sustainability due diligence.

Value-chain transparency is essential for:
e identifying actual and potential adverse impacts;
e assessing the credibility of materiality assessments;

e enabling affected stakeholders to bring impacts to the attention of
undertakings;

e supporting due diligence processes;
e preventing the displacement of impacts outside the reporting boundary;

e avoiding superficial sustainability statements focused only on own
operations.

The value-chain cap and related simplifications should not prevent undertakings

from disclosing material information on significant impacts occurring in their value

chain. Nor should they prevent stakeholders from accessing information needed to
assess corporate conduct.

The Observatorio RSC recommends that the Commission preserve sufficient value-
chain disclosures and avoid excluding key environmental and social datapoints from

the scope of reporting where they are necessary to understand material impacts.

11
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9. Financial institutions and managed investments

The proposed exemption for investments managed on behalf of clients is one of the
most concerning departures from EFRAG's technical advice.

Financial institutions and asset managers play a central role in capital allocation and
increasingly make sustainability-related claims about products, strategies,
stewardship and engagement practices. Excluding managed investments from
sustainability reporting may create a significant transparency gap precisely in a
sector where sustainability information is essential for investors, clients,
beneficiaries and the public.

This exemption may also create inconsistencies with the broader EU sustainable
finance framework. If financial institutions are expected to make sustainability-
related representations, manage sustainability preferences, engage with investee
companies and assess sustainability risks, they should disclose sufficient
information about the sustainability impacts, risks and opportunities associated
with managed assets.

The Observatorio RSC recommends that the Commission remove or substantially

narrow this exemption and revert to the scope proposed by EFRAG. At minimum,

financial institutions should be required to provide core disclosures on managed
assets, including information necessary to assess sustainability impacts, risks,
engagement policies and due diligence processes.

The absence of sector-specific ESRS makes this issue even more important. If sector-
specific standards are not developed, the generic ESRS must remain capable of
capturing the specific sustainability risks and impacts of financial institutions.

10. Social standards: core workforce disclosures.

The Observatorio RSC is particularly concerned about the treatment of the social
standards in the Commission’s draft revised ESRS. While EFRAG's technical advice
already involved a very significant reduction and restructuring of the original ESRS
S1-S4, the Commission’s draft goes further in several material respects. The
cumulative effect is not merely a lighter reporting framework, but a framework that
may substantially reduce the capacity of users to understand corporate impacts on
workers, value chain workers, affected communities, consumers and end-users.

12
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Under the original ESRS, the social standards provided a relatively detailed
architecture for reporting on affected stakeholder groups. ESRS S1 on own
workforce included specific disclosure requirements on workforce characteristics,
non-employees, collective bargaining, diversity, adequate wages, social protection,
persons with disabilities, training and skills development, health and safety, work-
life balance, remuneration, discrimination and human rights incidents. ESRS S2, S3
and S4 followed a due diligence logic structured around policies, engagement,
channels to raise concerns, remediation, actions and targets. This architecture was
not perfect and could be simplified, but it had a clear function: it enabled users to
assess whether companies were merely making generic commitments or actually
identifying, managing, remediating and tracking impacts on people.

EFRAG's technical advice already substantially simplified this architecture. In S2, S3
and S4, the revised standards reduce the structure to four broad disclosure
requirements: policies; engagement, channels and remedy; actions and resources;
and targets. This removes a significant degree of granularity compared with the
original standards. In S1, EFRAG retained a more developed set of workforce
metrics, but simplified the structure and reduced the number of datapoints. The
Observatorio RSC can accept that some consolidation of duplicative or overly
prescriptive datapoints may be justified. However, simplification should preserve a
minimum set of mandatory social information without which sustainability
reporting loses much of its usefulness for stakeholders, workers’ representatives,
investors, regulators and civil society.

The Commission’s draft weakens this minimum floor. One of the most problematic
changes concerns ESRS S1-5 and S1-6. EFRAG's technical advice maintained that

basic information on employees should be disclosed whenever own workforce is a

material topic, and that information on non-employees should be disclosed when

non-employees are connected to material impacts, risks or opportunities. The

Commission removes this specific safeguard and subjects these disclosures to the

general information materiality filter. This is a substantive change. Basic workforce

information — number of employees, type of contracts, turnover, gender

distribution, geographical distribution and number of non-employees — is not

peripheral information. It is the baseline that allows users to understand the scale,

composition and risk profile of the workforce. Without it, disclosures on
employment, equality, wages, social dialogue or health and safety cannot be
properly interpreted.

13
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This _change also creates avoidable uncertainty for preparers and assurance

providers. If companies are left to decide whether even basic workforce composition
data are material, reporting practices are likely to diverge significantly. Companies
with similar workforces could disclose different levels of information, not because
their impacts differ, but because they apply the materiality filter differently. This
undermines comparability and may increase assurance complexity. In this sense,
the Commission’s draft does not necessarily simplify implementation; it transfers
discretion to companies and interpretive burden to auditors, while reducing the
usefulness of the final report.

The Commission also introduces a further limitation in the reporting of employee
numbers by country. EFRAG's technical advice required disclosure for the ten largest
countries in terms of employee numbers. The Commission adds a threshold
whereby country-level information would only be required for countries
representing more than 10% of the total workforce. This is problematic for large
multinational groups. A company may have significant workforces in several
countries, including countries with elevated labour rights, wage, health and safety
or collective bargaining risks, without any single country exceeding 10% of total
employees. The threshold therefore risks hiding relevant geographical exposure
and weakens the capacity of users to understand where the company’s social
impacts are concentrated.

A related concern is the narrowing of employee turnover information. The
Commission’s draft appears to limit turnover reporting to permanent employees
rather than all employees. This weakens transparency precisely where it is most
needed. Temporary, fixed-term, seasonal and precarious employment relations are
often central to understanding workforce instability, vulnerability and labour rights
risks. Excluding or downplaying these categories risks presenting an artificially
stable picture of employment practices.

The Observatorio RSC is also concerned by the loss of disaggregation in several
workforce metrics. Gender-disaggregated information on issues such as training,
precarious employment and family-related leave is essential to identify structural
inequalities. The same applies to other forms of disaggregation where relevant to
understand impacts on vulnerable or marginalised groups. If the revised ESRS
reduce social information to aggregated figures and broad narratives, they will make
it harder to detect whether corporate policies produce different effects across
groups of workers.

14
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11. Human rights, due diligence and affected stakeholders

The Observatorio RSC welcomes the continued link between sustainability reporting
and due diligence. However, we are concerned about changes that may create
confusion or reduce alignment with internationally recognised frameworks such as
the UN Guiding Principles on Business and Human Rights and the OECD Guidelines
for Multinational Enterprises.

The final ESRS should preserve established due diligence concepts, including the
distinction between impacts that the undertaking causes, contributes to, or is
directly linked to through its business relationships. Replacing well-established
terminology with vague or undefined concepts risks reducing comparability and
creating legal and practical uncertainty. These concerns are particularly relevant for
ESRS S2, S3 and S4, where the revised standards rely heavily on broad disclosures
on policies, engagement, actions, remedy and targets.

The Observatorio RSC also recommends maintaining a clear distinction between
actions taken to prevent or mitigate potential impacts and actions taken to
remediate actual impacts. Prevention, mitigation and remediation are not
interchangeable. A sustainability statement that does not clearly disclose
remediation measures may fail to provide meaningful information on how the
undertaking addresses harms that have already occurred.

The final standards should also avoid unduly narrowing the scope of reportable
human rights incidents. Limiting disclosures to only “ongoing” proceedings or
“substantiated” instances may obscure relevant information about past or resolved
incidents that remains material for users.

For ESRS S2, S3 and S4, the most significant concern is that the revised standards
become largely narrative and process-based. The standards still refer to policies,
engagement, channels, actions, remedy and targets, but much of the specificity of
the original standards is removed. In principle, a more flexible structure could work
if it were supported by robust minimum disclosures on severity, affected groups,
value chain locations, grievance mechanisms, remedial action and outcomes.
However, the Commission’s draft does not sufficiently guarantee this. The result
may be reports that describe the existence of processes without providing enough
information to assess whether those processes are effective.

15
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This is particularly important for remediation. Under the original standards, the logic
of due diligence was clearer: companies had to explain not only how they prevent
and mitigate impacts, but also how they provide for or cooperate in remediation
where actual impacts occur. The Commission’s draft merges or integrates remedial
action into broader disclosures on actions to manage impacts. This may appear
efficient, but it risks obscuring one of the core elements of the UN Guiding Principles
on Business and Human Rights and the OECD Guidelines: remedy is not the same
as prevention or mitigation. Acompany can have policies and preventive actions and
still fail to remedy harm. The final standards should therefore preserve a standalone
requirement to disclose concrete remedial actions taken or supported in relation to
actual material impacts.

A further problematic change concerns the terminology used to describe the
company’'s connection to impacts. EFRAG's technical advice preserved the
established business and human rights framework of “causing”, “contributing to” or
being “directly linked” to an adverse impact. The Commission replaces “direct
linkage” with “other connection”. This should be reversed. “Cause”, “contribute” and
“directly linked” are not merely technical expressions; they are core concepts in the
UNGPs, the OECD Guidelines and the CSDDD. Replacing “direct linkage” with an
undefined expression introduces ambiguity, reduces alignment with international
standards and may make disclosures less useful for assessing the company’s

responsibility and appropriate response.

The treatment of human rights incidents also raises concerns. The draft requires
disclosure of substantiated incidents and allows aggregation. The intention to avoid
unverified or misleading reporting is understandable. However, the definition of
“substantiated” must not create a perverse incentive for companies to exclude
credible allegations, complaints or proceedings simply because they have not yet
been finally verified by the company itself. In the field of human rights, many serious
impacts are contested, ongoing or subject to complex judicial and non-judicial
processes. If only incidents that are already evidenced to the company’s satisfaction
are disclosed, reporting may understate salient risks and actual harms. The final
standards should therefore require transparent reporting on significant allegations,
proceedings and complaints, with appropriate safeguards and explanations of
status, rather than allowing companies to report only a narrow subset of incidents.

Overall, the Commission should restore a core set of mandatory social disclosures.

At minimum, this should include basic workforce composition data; non-employee

data where relevant; country-level employee information without the 10%
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threshold; turnover covering all employees; gender-disaggregated metrics for key

equality-related indicators; clear disclosures on collective bargaining, adequate

wages, health and safety and social protection; separate disclosure of remedial

actions; and retention of the “cause / contribute / directly linked" framework. For S2,

S3 and 5S4, the final standards should also strengthen requirements on affected
stakeholder groups, value chain transparency, grievance mechanisms, remedy and

human rights incidents.

The Observatorio RSC therefore recommends that the Commission revise the draft
social standards so that simplification does not reduce social reporting to generic
process descriptions. Social disclosures must remain capable of showing where
impacts occur, who is affected, how severe those impacts are, what the company
has done to prevent, mitigate and remedy them, and whether those actions are
producing measurable results.

12. Governance and business conduct

The Observatorio RSC is also concerned about the reduction of detail in ESRS G1 on
business conduct. Governance and business conduct disclosures are essential to
assess whether sustainability commitments are supported by internal
accountability, integrity systems, responsible political engagement and fair
relationships with suppliers. In the Spanish and European context, this is not a
secondary matter. Many sustainability risks are linked not only to environmental or
social impacts as such, but to governance failures: weak oversight, insufficient anti-
corruption systems, opaque lobbying, poor protection of whistleblowers,
irresponsible purchasing practices and late payment to suppliers.

The original ESRS G1 covered a broader and more granular set of issues, including
corporate culture, business conduct policies, prevention and detection of corruption
and bribery, anti-corruption training, incidents of corruption and bribery, political
influence and lobbying activities, and payment practices. It also included relevant
information on supplier relationships. This structure reflected a basic premise:
sustainability reporting should allow users to assess whether corporate governance
systems are actually capable of preventing misconduct and supporting responsible
business conduct.

The revised structure is more compressed. In the Commission’s draft G1 is
organised around six disclosure requirements: policies related to business conduct;
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actions related to business conduct; targets related to business conduct; metrics
related to corruption or bribery; metrics related to political influence, including
lobbying activities; and metrics related to payment practices. This structure is
simpler, but it also risks reducing the depth of disclosure on issues that are central
to corporate accountability.

There are some elements in the Commission’s draft that should be preserved. The
draft still requires companies to disclose whether they have anti-corruption and
anti-bribery policies consistent with the United Nations Convention against
Corruption, whether they have policies on whistleblower protection, and which
functions or roles are most exposed to corruption or bribery risk. It also preserves
disclosure on convictions and fines for violations of anti-corruption and anti-bribery
laws, political contributions, lobbying issues and payment practices. These
datapoints are relevant and should remain mandatory where the topic is material.

However, the standard remains too limited in several respects. First, the treatment
of corporate culture is weak. Corporate culture is listed as a sub-topic, but the
disclosure requirements do not provide enough detail to understand how ethical
culture is embedded, monitored and enforced. A company may state that it has
policies and codes of conduct without explaining whether employees, managers,
suppliers or business partners are trained, whether incentives are aligned with
integrity objectives, whether internal controls are effective, or whether misconduct
leads to consequences. For the Observatorio RSC, this matters because formal
compliance structures often coexist with weak implementation. Reporting should
therefore include sufficient information on governance arrangements,
responsibilities, training, internal controls, monitoring, investigation procedures and
consequences for breaches.

Second, anti-corruption and bribery disclosures should not be reduced to the
existence of policies and the number of convictions or fines. Convictions and fines
are lagging indicators. They are useful, but they do not capture whether the
company has robust prevention and detection systems. The final ESRS G1 should
require information on the design and implementation of anti-corruption
programmes, including risk assessment, due diligence on third parties, training for
exposed functions, reporting channels, investigation procedures and corrective
actions. Where companies operate in high-risk jurisdictions or sectors, or rely on
intermediaries, agents, public procurement or complex supply chains, this
information is particularly relevant.
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Third, whistleblower protection requires more than a statement that a policy exists
or that the company is subject to national law transposing the Whistleblower
Directive. The effectiveness of reporting channels depends on accessibility,
confidentiality, independence, protection against retaliation, follow-up and trust.
The final standard should require companies to describe how reporting channels
are communicated, who can access them, whether they are available to value chain
workers and external stakeholders, how reports are handled, how retaliation is
prevented and how effectiveness is assessed. Without this, disclosures risk
becoming purely formal.

Fourth, the treatment of political influence and lobbying remains insufficient. The
Commission’s draft requires disclosure of political contributions and the main issues
and positions covered by lobbying activities, including how lobbying interacts with
material impacts, risks and opportunities. This is positive, but not enough. Lobbying
is a core sustainability governance issue because companies may publicly commit
to climate, human rights or sustainability objectives while privately supporting policy
positions or trade associations that undermine those same objectives. The final

standard should therefore require companies to disclose not only the main topics
and positions of lobbying activities, but also how these activities align with their

sustainability strategy, climate transition plan, human rights commitments and

material impacts.

This is especially relevant for climate transition planning. Companies in high-impact
sectors may present transition plans while lobbying against climate regulation,
supporting delay strategies or financing associations that oppose ambitious policy
measures. ESRS G1 should explicitly require disclosure of the alignment between
lobbying activities and transition plans, including lobbying conducted indirectly
through industry associations, business federations, think tanks, consultants or

other intermediaries. Where misalignment exists, companies should explain the

nature of the inconsistency, the actions taken to address it and whether they have
reviewed their membership or funding of the relevant organisations.

Fifth, the standard should strengthen disclosure on revolving doors. The
Commission’s draft requires information about members of administrative,
management and supervisory bodies appointed during the current reporting period
who held comparable positions in public administration, including regulators, in the
two preceding years. This is useful, but narrow. The two-year window may be
insufficient in sectors with intense regulatory exposure. The final standard should
require more contextual information on the role previously held, the public

19
Observatorio RSC June 2026



OBSERVATORIO
DE RESPONSABILIDAD
SOCIAL CDRPORATIVA

authority concerned, the relevance to the company's regulated activities and the
safeguards adopted to manage conflicts of interest. It should also consider senior
executives and key lobbying or regulatory affairs positions, not only board
members.

Sixth, payment practices should remain a strong and specific requirement. Late
payment to suppliers, particularly SMEs, is a material business conduct issue
because it transfers financial pressure to weaker actors in the value chain. The
Commission'’s draft requires disclosure of standard payment terms, the percentage
of payments aligned with those terms and outstanding legal proceedings for late
payment. This is useful, but insufficient. Companies should also disclose average
actual payment periods, the proportion of payments made late, payment practices
by main supplier category and, where relevant, specific information on SMEs. If late
payment to SMEs is material, entity-specific metrics should not be optional in
practice. The final standard should avoid allowing companies to hide behind generic
terms while actual payment behaviour remains opaque.

Finally, ESRS G1 should better connect business conduct with sustainability due
diligence. Corruption, lobbying, supplier management, payment practices and
whistleblower protection are not isolated governance topics. They affect the
company'’s ability to identify and manage environmental and social impacts. Weak
supplier practices can increase labour rights risks. Opaque lobbying can undermine
climate commitments. Poor whistleblower protection can prevent the detection of
human rights abuses or corruption. The final standard should therefore require
companies to explain how business conduct systems support the identification,
prevention, mitigation and remediation of material sustainability impacts.

The Observatorio RSC recommends that the Commission revise ESRS G1 to preserve
a minimum level of mandatory, auditable and comparable information on corporate
culture, anti-corruption systems, whistleblower protection, lobbying, political
influence, conflicts of interest, supplier relationships and payment practices. In

particular,_the final standard should strengthen disclosure on the effectiveness of
policies, not merely their existence; require clearer information on anti-corruption

training and controls; require meaningful reporting on whistleblower channels;
explicitly link lobbying disclosures to transition plans and sustainability
commitments; improve transparency on indirect lobbying through associations and
intermediaries; and reinforce payment practice metrics, especially in relation to
SMEs.
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Without these safeguards, ESRS G1 risks becoming a largely formalistic governance
standard. This would be inconsistent with the objectives of the CSRD and with the
information needs of stakeholders. Business conduct disclosures should allow users
to assess whether companies have credible governance systems to support
responsible conduct, or whether sustainability commitments remain disconnected
from the actual exercise of corporate power.

13. Narrative information should not be removed indiscriminately

The Observatorio RSC agrees that duplication and excessive complexity should be
avoided. However, reducing datapoints should not lead to a generalised elimination

of narrative disclosures.

Certain types of information are inherently qualitative. Policies, due diligence
procedures, stakeholder engagement, governance dynamics, remediation
processes, internal controls and business conduct practices cannot be meaningfully
understood through quantitative metrics alone.

The final ESRS should preserve an adequate balance between quantitative and
qualitative information. Prioritising quantitative data should not mean eliminating
narrative disclosures that are necessary to interpret data, assess credibility and
understand corporate processes.

A sustainability statement composed mainly of isolated metrics may be less useful
if users cannot understand the underlying policies, assumptions, responsibilities,
limitations and actions.

14. Recommendations

The Observatorio RSC recommends that the European Commission revise the draft
delegated act in line with the following principles:

1. Use EFRAG's technical advice as the primary reference point and justify any
additional departures from it.

2. Preserve double materiality not only formally, but also through transparent
and traceable materiality assessment disclosures.
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3. Limit “undue cost or effort” reliefs through strict criteria, mandatory
justification, time limits and improvement plans.

4. Avoid cumulative phase-ins and exemptions that create long-term data gaps.

5. Maintain comparability in greenhouse gas reporting through a clear
methodological hierarchy and mandatory justification for deviations.

6. Narrow exemptions for commercially sensitive information and prevent their
use to omit strategic sustainability information.

7. Remove or substantially narrow the exemption for investments managed on
behalf of clients.

8. Preserve meaningful value-chain transparency and ensure consistency with
due diligence obligations.

9. Maintain alignment with international human rights and due diligence
frameworks.

10. Preserve a minimum set of core social and workforce indicators.

11. Strengthen, rather than weaken, disclosures on governance, business
conduct and accountability.

12. Ensure that simplification does not reduce the ability of users to distinguish
between substantive sustainability performance and symbolic compliance.

15. Conclusion

The Observatorio RSC supports the objective of improving the clarity, coherence and
applicability of the ESRS. However, this objective should not be pursued at the cost
of weakening the transparency, comparability, verifiability and accountability
functions of the framework. The current draft delegated act raises concerns because

several amendments introduced by the Commission go beyond technical

simplification and may weaken the transparency, comparability and accountability

functions of sustainability reporting.

EFRAG's technical advice already represented a significant simplification of the ESRS.

Further reductions, exemptions and flexibilities should be carefully assessed against

the objectives of the CSRD and the public value of sustainability information.
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The final ESRS should remain a robust tool for corporate accountability. They should
provide reliable, comparable and decision-useful information not only for investors,
but also for workers, consumers, affected communities, civil society organisations,
researchers, supervisors and public authorities.

The credibility of the European sustainability reporting framework will depend not

only on reducing reporting burdens, but on preserving the capacity of the ESRS to

support transparency, informed decision-making and the transition towards a more

sustainable economy.

About us

The Observatorio de Responsabilidad Social Corporativa (Observatorio RSC) is an
independent non-profit organisation and a reference in the third sector for its work on
advocacy, development and implementation of corporate social responsibility policies at
national and international level.

Our mission is to promote the adoption of Corporate Social Responsibility (CSR) and
contribute to its development within public policy. The Observatorio RSC works to
promote regulations that ensure the proper management of social and environmental
risks and encourage the integration of CSR into the business sector.

The Observatorio RSC was created in 2004 by civil society organisations with the purpose
of promoting the proper implementation of CSR. Since its creation, it has acted as a
platform for cooperation and research among organisations, playing a key role in
awareness-raising and in monitoring public policies and their practical implementation.

The Observatorio RSC is a member of the State Council for Corporate Social Responsibility
(CERSE) and of the Advisory Council of the National Contact Point. It also actively
participates in national and international platforms and networks such as the European
Coalition for Corporate Justice (ECCJ) and OECD Watch and leads the Platform for
Responsible Business in Spain.
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