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The European Supervisory Authorities (ESAs) welcome comments on this consultation paper setting out the proposed Regulatory Technical Standards on content, methodologies and presentation of disclosures pursuant to Articles XXXX of Regulation (EU) No XXXX/2019 (hereinafter “SFDR”).

The consultation package includes: 
•	The Consultation Paper 
· Template for comments

The ESAs invite comments on any aspect of this paper. Comments are most helpful if they:
· indicate the specific point to which a comment relates;  
· contain a clear rationale;  
· provide evidence to support the views expressed/rationale proposed; and 
· describe any alternative regulatory choices that the ESAs should consider.

The ESAs also invite specific comments on the questions set out in section 4 on the draft RTS,  and any input on the preliminary impact assessment in section 5.
Submission of responses
Please send your comments in the provided Template for Comments, by email to JointCommitteeConsultation@eiopa.europa.eu, by XX May 2020. 
Contributions not provided in the template for comments, or sent to a different email address, or after the deadline will not be processed.  
Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise in the respective field in the template for comments. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with ESAs rules on public access to documents. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by ESAs Board of Appeal and the European Ombudsman.
Data protection
The protection of individuals with regard to the processing of personal data by the ESAs is based on Regulation (EC) N° 45/2001 of the European Parliament and of the Council of 18 December 2000 as implemented by the ESAs in the implementing rules adopted by their Management Board. Further information on data protection can be found under the Legal notice section of the EBA website and under the Legal notice section of the EIOPA website and under the Legal notice section of the ESMA website.
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Reasons for publications
On XX October 2019, the SFDR was published in the Official Journal of the European Union. 
EBA, EIOPA and ESMA have been empowered by the SFDR to deliver through the Joint Committee (JC) a significant number of Technical Standards (TS):  six mandatory Regulatory Technical Standards (RTS) and one optional Implementing Technical Standard (ITS). 
In accordance with Articles 10 to 14 of Regulation (EU) No 1093/2010,  Regulation (EU) No 1094/2010 and Regulation (EU) No 1095/2010, five of the six RTS must be delivered within 12 months of entry into force and one within 24 months of entry into force. 
During the preparation of this Consultation Paper, the JC closely liaised with the Joint Research Centre of the European Commission and the European Environment Agency to gather their input under the empowerment of Article 8(6). 
General background
Sustainability has long been at the heart of the European project. Following the adoption of the 2016 Paris agreement on climate change and the United Nations 2030 Agenda for Sustainable Development, the Commission has expressed in the Action Plan: Financing Sustainable Growth its intention to clarify so-called fiduciary duties and increase transparency in the field of sustainability risks and sustainable investment opportunities with the aim to: 
· reorient capital flows towards sustainable investment in order to achieve sustainable and inclusive growth;
· assess and manage relevant financial risks stemming from climate change, resource depletion, environmental degradation and social issues; and
· foster transparency and long-termism in financial and economic activity
Given the environmental emergency situation, urgent action is needed to mobilise capital not only through public policies but also by means of the financial services sector. In order to adapt to this new reality, financial market participants and financial advisers should be required to disclose specific information on their approaches to the integration of sustainability risks and the consideration of adverse sustainability impacts. 
In the absence of harmonised Union rules on sustainability-related disclosures to end-investors, it is likely that diverging measures will continue to be adopted at national level and different approaches in different financial services sectors might persist. Such divergent measures and approaches would continue to cause significant distortions of competition resulting from significant differences in disclosure standards. In addition, a parallel development of market-based practices, based on commercially-driven priorities that produce divergent results currently causes further market fragmentation and might even further exacerbate inefficiencies in the functioning of the internal market in the future. Divergent disclosure standards and market-based practices make it very difficult to compare between different financial products and create an uneven playing field between these products and between distribution channels, and erect additional barriers to the internal market. Such divergences can also be confusing for end-investors and can distort their investment decisions. In ensuring compliance with the Paris Climate Agreement, there is a risk that Member States will adopt divergent national measures which could create obstacles to the smooth functioning of the internal market and be detrimental to financial market participants and financial advisors. In addition, the lack of harmonised rules relating to transparency makes it difficult for end-investors to effectively compare different financial products in different Member States as to their environmental, social and governance risks and sustainable investment objectives. It is therefore necessary to address existing to the functioning of the internal market and to enhance comparability of financial products in order to avoid likely future obstacles.
The SFDR aims to reduce information asymmetries in principal-agent relationships with regard to the integration of sustainability risks, the consideration of adverse sustainability impacts and the promotion of environmental or social characteristics as well as sustainable investment by means of pre-contractual and ongoing disclosures to end-investors, acting as principals, by financial market participants or financial advisors, acting as agents on behalf of principals.
Additionally, it is undeniable that consideration of sustainability factors in the investment decision making and advisory processes, can realise benefits beyond the financial markets. It can increase the resilience of the real economy and the stability of the financial system and in so doing ultimately impact on the risk-return profile of financial products.  It is therefore key that financial market participants and financial advisers provide the necessary information to enable end-investors to take informed investment decisions. 
Purpose of Consultation Paper and process followed
This Consultation Paper provides stakeholders with an opportunity to comment on the draft Regulatory Technical Standards (RTS) developed by the Joint Committee of the European Supervisory Authorities pursuant to the Regulation on sustainability-related disclosures in the financial services sector). 
The draft RTS relate to five Articles under SFDR:
the information to be disclosed on an entity’s website of a statement on the due diligence policy in respect of the adverse impact of investment decisions on sustainability indicators in relation to climate and other environment-related impacts (Article 4(6)) and adverse impacts in the field of social and employee matters, respect for human rights, anti-corruption and anti-bribery matters (Article 4(7)).
Information to be disclosed in sectoral pre-contractual information to show how a product with environmental or social characteristics meet those characteristics or if an index has been designated as a reference benchmark, whether and how that index is consistent with those characteristics (Article 8).
Information to be disclosed in sectoral pre-contractual information to show, where a product has sustainable investment objectives and has a designated index as a reference benchmark, how that index is aligned with the sustainable investment objective and an explanation as to why and how that designated index aligned with the objective differs from a broad market index (Article 9).
Information to be disclosed on an entity’s website to describe the environmental or social characteristics or the sustainable investment objectives of such products, in a clear, succinct and understandable way for investors and in an accurate, fair, clear and not misleading, simple and concise way and in a prominent easily accessible area of the website (Article 10).
Information to be disclosed in periodic reports through sectoral legislation specifying (a) how products with environmental or social characteristics meet those characteristics, and (b) for products with sustainable investment objectives (i) the overall sustainability-related impact of the product and (ii) where an index has been designated as a reference benchmark, a comparison between the overall impact of the financial product with the designated index and a broad market index through sustainability factors (Article 11)
The draft RTS text and accompanying Annexes form the core of this Consultation Paper in section 4.
Preliminary analyses of the expected impacts of the proposed RTS are also included in section 5 in order to gather stakeholder feedback on possible costs and benefits of the proposals and benefits of the proposals and the relative scale of these costs and benefits for different stakeholders. 
Background to RTS
While ESG products are becoming more popular in Europe, justifying common harmonised product disclosure rules, the area of principal adverse impact reporting is relatively new. In addition, in preparing this paper, the Joint Committee become aware that data constraint is one of the biggest challenges when it comes to sustainability-related information to end-investors, especially in the case of principal adverse impacts. There are already market participants providing ESG-related data even when those approaches have limitations, for example ESG ratings[footnoteRef:2] in relation to comparability.  [2:  “ESG ratings have a number of limitations by design. First, ratings want to be too many things to too many people. They have little focus on material issues, although it is crucial from investment purposes to focus on material issues (Khan, Serafeim, and A. Yoon, 2016 “Corporate Sustainability: first evidence on materiality”, Accounting Review, 91(6): 1697-724). Secondly, the ratings are based on reported data and policies, which are only a fraction of what is needed for a good assessment and are sometimes even conflicting (Tirole, J. 2017, Economics for the Common Good).] 

Nevertheless, the Joint Committee shares the view that it is necessary to start demanding data from financial market participants  to achieve the objectives of the SFRD in order to make sustainability-related information available.
The Joint Committee also identified as a challenge that the draft taxonomy regulation defines activities contributing substantially to environmental objectives. The definition of the SFDR for sustainable investment is also related to activities (Article 2(17)). At the same time, companies issuing equity or debt instruments, into which a financial product within the meaning of Article 2(12) SFDR may invest, regularly exert more than one or even a variety of activities. Some of these activities might be taxonomy-eligible while others are not. The acquisition of such equity or debt instruments would therefore not only finance Taxonomy-eligible activities.
The Joint Committee concluded that the proportion of investments in the financial product funding EU Taxonomy-eligible activities should be disclosed while being aware that it is necessary to receive this information from the investee companies. It is notable that the on-going negotiations on the taxonomy regulation indicates that FMPs shall specify how and to what extent (in a form of a percentage) the investment meets the criteria for environmentally sustainable economic activities.
The product disclosure requirements must be integrated into existing sectoral disclosure formats (Article 6(3)). At the same time ESAs are asked to take into account that the product disclosures should be “accurate, fair, clear, not misleading, simple and concise” in Article  8(3) and 9(5). Joint Committee is of the view that it is more advantageous to provide the sustainability-related information in a dedicated section and that [non-]binding] templates [could/should] be [offered/mandated] to [give an example/harmonise] how the information requirements [can/should] be met.
The Joint Committee identified as a challenge that the product-related pre-contractual information according to Article 8 and 9 SFDR has to be included into the PEPP KID according to Article 6(3l) while for all other products it should be included in prospectuses. KIDs are expected to be very short documents providing an overview while the information on the pre-contractual information for sustainable financial products might at least consist of two pages.  
One of the SFRD´s objectives is to tackle the issue of greenwashing. The scope of the category of products with environmental and social characteristics (Article 8) was intentionally drafted as a “catch-all category” to cover all financial products with whatever environmental or social ambitions which are not qualified as sustainable investments according to Article 9. The Joint Committee is aware of the recent discussions around greenwashing and that ESG products create mis-selling risks. 
Greenwashing  is defined in the draft Taxonomy Regulation as “the practice of gaining an unfair competitive advantage by marketing a financial product as environmentally friendly, when in fact it does not meet basic environmental standards”.
The Joint Committee is aware that the accusation of greenwashing might be connected with the ESG strategy “best-in-class” (which is typically defined as “focusing on investing in companies that perform better on ESG issues than their peers do”). This approach makes it possible for financial market participants to include companies in a financial product according to Article 8 which might be regarded as unsustainable or “brown” by end-investors. 
It is neither the intention nor the mandate of the Joint Committee to reduce the choice of ESG strategies for companies. However, the Joint Committee concluded that it should be clearly communicated to end-investors which companies might be eligible for the respective ESG product and, where relevant, that the pursued investment strategy may – in addition to its environmental or social characteristics – also entail investments in activities with significant negative impacts on ESG factors. That means that the disclosure to end-investors has to be proportionate to the risk that the characteristics of the products are regarded as greenwashing.
One of the biggest challenges of the sustainable finance regulation is the fact that the taxonomy regulation, as the foundation of the regulatory initiative, is still negotiated between co-legislators. Currently, the SFDR is clearly linked to the taxonomy, even when this regulation is not explicitly mentioned. For example, the definition of “sustainable investments” according to Article 2(17) SFDR takes the same approach as the draft taxonomy regulation. 
The Joint Committee notes that the Council proposal of 25 September 2019 for the taxonomy regulation includes a link to the disclosure regulation. The Joint Committee will continue to closely monitor the further negotiations.
The Joint Committee also discussed how to deal with the requirement that investee companies shall follow “good governance practices”. Article 2(17) shows that the level 1 legislators had a wide understanding of this term by giving examples encompassing “sound management structures, employee relations, remuneration of staff and tax compliance”. While the wording qualifies “good governance practices” as a precondition for products according to Article 8 and 9 the Joint Committee decided to include governance elements in the disclsoure requirements under the draft RTS.
The Joint Committee discussed the necessity and possibility to define terms crucial for the application of the level 1 text. While the Joint Committee sees merit in specifying terms that are currently not defined in level 1 legislation (“promotion of environmental or social characteristics” / “follow good governance practices”), the Joint Committee concluded that possibilities for defining terms at level 2 are limited.
The Joint Committee is aware that disclosure obligations have an effect on the compliance costs for companies, as outline in Section 5, and that due to economies of scale these costs are especially onerous for smaller companies. While the Joint Committee does not have the intention that small companies are crowded out of the market, the Joint Committee concluded that possibilities to address the proportionality principle in these RTS are limited.  However, the Joint Committee duly considered which information items are necessary to meet the objective to inform end-investors sufficiently and excluded information items deemed too granular to be included  in the draft RTS.
At the same time, the Joint Committee considered how to avoid disincentivising legitimate innovation in this area. Not only are more and more investors willing to buy sustainable products, there is  evidence that taking into account sustainability considerations has a positive effect on the long-term value of a company.[footnoteRef:3] [3:  For example Eccles “The Impact of Corporate Sustainability on Organizational Processes and Performance“, Morgan Stanley Institute for sustainable investing “Sustainable Reality - Analyzing Risk and Returns of Sustainable Funds” 2019] 

Summary of RTS and questions to stakeholders
Principal adverse impact disclosure - Article 4(6) and 4(7) SFDR

Product pre-contractual disclosure - Article 8 and 9 SFDR

Product website disclosure - Article 10 SFDR

Product periodic disclosure - Article 11 SFDR

Next steps
The ESAs will be reviewing these draft technical standards based on the responses received. They will then be submitted to the Commission for endorsement before being published in the Official Journal of the European Union.  
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COMMISSION DELEGATED REGULATION (EU) No …/..
of XXX
supplementing Regulation (EU) No XXX/2014 of the European Parliament and of the Council on sustainability-related disclosures in the financial services sector with regard to content, methodologies and presentation of information in relation to sustainability indicators with regard to climate and other environment-related adverse impacts, to social and employee matters, to respect for human rights, and to anti-corruption and anti-bribery matters, the presentation and content of the information with regard to the promotion of environmental or social characteristics and sustainable investment objectives to be disclosed in pre-contractual documents, annual reports and on websites
(Text with EEA relevance)

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the Functioning of the European Union, 

Having regard to Regulation (EU) No XXX/2019 of the European Parliament and of the Council on sustainability-related disclosures in the financial services sector,[footnoteRef:4] and in particular Article 4(6) and (7), Article 8(3), Article 9(5), Article 10(2) and Article 11(4) thereof, [4:  OJ L XXX, AA.BB.2019, p. WW.] 


Whereas:


(1) Financial market participants may identify adverse impacts on sustainability factors through various means. For example, they may employ external market research providers, internal financial analysts and specialists in the area of responsible sustainable investments, undertake specifically commissioned studies, use publicly reported information or shared information from peer networks or collaborative initiatives. Financial market participants may also engage directly with the management of companies to better understand the risk of adverse impacts on sustainability factors. 
(2) In order to prioritise adverse impacts, financial market participants and financial advisers should be able to understand the scope, severity, probability of occurrence and potentially irremediable character of an adverse impact on sustainability factors. For the purposes of this prioritisation, severity is context specific. Scope concerns the reach of the impact, for example the number of individuals that could be affected or the extent of environmental damage such as the volume of water polluted or melting glaciers that could lead to floods, loss of water power capacity, decrease of revenues from tourism and agriculture and thus higher unemployment and non-performing loans. Probability of occurrence could meanrefers to the likelihood of adverse impacts to materialise. Irremediable character could be limits on the ability to restore the individuals or the environment affected to a situation equivalent to their situation before the adverse impact. As financial market participants vary widely in their size, their structure and the nature of their business, a disclosure regime should be adapted to that diversity while imposing certain fundamental regulatory requirements which are appropriate for all firms.  

(3) As financial market participants vary widely in their size, their structure and the nature of their business, a disclosure regime should be adapted to that diversity while imposing certain fundamental regulatory requirements which are appropriate for all firms. Information according to Article 8 and 9 of Regulation XXXX/2019 has to be given in an accurate, fair, clear, not misleading, simple and concise way. 

(4) With respect to the content and format of the reporting obligations under Article 10 of Regulation (EU) No XXXX/2019, the disclosure shall not result in the publication of confidential business information relating to tailor-made investment products (discretionary mandates and dedicated funds especially) which would be to the detriment of the financial market participant's investors and lead the financial market participant to be in a position of conflict of interest in this regard. Therefore, where the publication of particular information regarding such tailor-made products would have such effect, the financial market participant may disclose relevant confidential documents under a password protected section of its website disclosure obligation pursuant to Article 10 of Regulation (EU) No XXXX/2019.

(5) With respect to the content of the periodic disclosure obligations under Article 11 of Regulation (EU) No XXXX/2019, financial market participants should disclose a minimum set of standardised and comparable relevant quantitative and qualitative indicators to show how their product meets its characteristics or objectives. These indicators should be relevant to the design and investment strategy of the financial product as described in the financial product’s pre-contractual information. 

(6) To ensure that investors have access to reliable data that can be used and analysed in a timely and efficient matter, certain disclosed information, such as the international securities identification numbers (ISINs) identifying the securities where applicable, and the legal entity identifiers (LEIs) identifying the entities, should be machine readable. Disclosed information should remain publicly available for at least 10 years after its publication, to ensure that their period of public availability is aligned with those of annual and half-yearly financial reports under Directive 2004/109/EC and of prospectuses under Regulation 2017/1129. Disclosed information should always be available to investors on a durable medium, free of charge, upon request. Where a potential investor makes a specific demand for a paper copy, that investor should be able to receive a printed version of the disclosed information. However, that does not require the entity to keep in reserve printed copies of the disclosed information to satisfy such potential requests. 

(7) Bearing in mind the challenges and limitations of current carbon footprinting metrics, where financial market participants make reference to the degree of their alignment with the objectives of the Paris Agreement under Article 4(2)(d) of Regulation (EU) No XXXX/2019, this disclosure should be done on the basis of forward looking climate scenarios, for example as outlined in the FSB Task Force on Climate-related Financial Disclosure’s Technical Supplement on The Use of Scenario Analysis in Disclosure of Climate-related Risks and Opportunities[footnoteRef:5].  [5:  https://www.fsb-tcfd.org/publications/final-technical-supplement/] 



(8) This Regulation is based on the draft regulatory technical standards submitted to the Commission by the European Banking Authority, the European Insurance and Occupational Pensions Authority and the European Securities and Markets Authority (European Supervisory Authorities). 

(9) The European Supervisory Authorities have conducted open public consultations on the draft regulatory technical standards on which this Regulation is based, analysed the potential related costs and benefits and requested the opinion of the Banking Stakeholder Group established in accordance with Article 37 of Regulation (EU) No 1093/2010 of the European Parliament and of the Council ([footnoteRef:6][1]), the Insurance and Reinsurance Stakeholder Group established in accordance with Article 37 of Regulation (EU) No 1094/2010 of the European Parliament and of the Council ([footnoteRef:7][2]), and the Securities and Markets Stakeholder Group established in accordance with Article 37 of Regulation (EU) No 1095/2010 of the European Parliament and of the Council ([footnoteRef:8][3]).  [6: [1] Regulation (EU) No 1093/2010 of the European Parliament and of the Council of 24 November 2010 establishing a European Supervisory Authority (European Banking Authority), amending Decision No 716/2009/EC and repealing Commission Decision 2009/78/EC (OJ L 331, 15.12.2010, p. 12).]  [7: [2] Regulation (EU) No 1094/2010 of the European Parliament and of the Council of 24 November 2010 establishing a European Supervisory Authority (European Insurance and Occupational Pensions Authority), amending Decision No 716/2009/EC and repealing Commission Decision 2009/79/EC (OJ L 331, 15.12.2010, p. 48).]  [8: [3] Regulation (EU) No 1095/2010 of the European Parliament and of the Council of 24 November 2010 establishing a European Supervisory Authority (European Securities and Markets Authority), amending Decision No 716/2009/EC and repealing Commission Decision 2009/77/EC (OJ L 331, 15.12.2010, p. 84).] 





HAS ADOPTED THIS REGULATION:

Chapter I: Subject matter and definitions 

Article 1 Subject matter

1.  This Regulation lays down rules regarding: 

a) the content, methodologies and presentation of disclosures related to adverse sustainability impacts in accordance with Article 4 of  Regulation (EU) No XXXX/2019;

b) the content and presentation of disclosures of a financial product subject to Articles 8 to 11 Regulation (EU) No XXXX/2019.

Article 2 Definitions

1. For the purpose of this regulation, an index can be considered a “broad market index” if: the index is designed to reflect the movement of the entire market (e.g. country, region or worldwide) regardless of whether the index takes into account sustainability considerations.

2. Indicator means an observed value of a variable. Indicators allow comparisons over time between, for instance, countries and regions, and in this way assist in gathering ‘evidence’ for decision-making.

3. For the purpose of this Regulation, a financial product shall be deemed to present, among other characteristics, the promotion of environmental or social characteristics, or a combination thereof according to Art. 8(1) of Regulation XXXX/2019, whenever information provided to clients, in marketing communications or in mandatory investor disclosures (including denomination), mentions that sustainability factors or sustainability risks are taken in consideration when allocating the capital invested. 

4. “Where a financial product promotes among other characteristics environmental or social characteristics” according with Article 8 of Regulation (EU) No XXXX/2019 does not require that the financial products are actively distributed to clients but may also occur if the end-investors are automatically enrolled (e.g. in case of members of an IORPs).

5. ‘investable universe’ means the set of all investable securities in a given asset class or group of asset classes.


Chapter II: Disclosure of adverse sustainability impacts under Article 4(1)(a) and Article 4(5)(a) of Regulation (EU) No XXXX/2019

Article 3 General principles for adverse impact disclosure

1. Access to tThe information disclosed in the financial market participant’s or financial adviser’s websites required under Article 4(1)(a) and Article 4(5)(a) of Regulation (EU) No XXXX/2019 shall be easily accessible, non-discriminatory and free of charge.

2. The information disclosed on the website shall:

a) be located under the heading named “Adverse Sustainability Impacts Statement”,

b) include explanations of how and why previously disclosed information has been changed;;

c) clearly state the date of disclosure and of any updates; and

d) be ordered by date, starting with the latest update;.and

e) Specify the scope of application of the “Adverse Sustainability Impacts Statement”, detailing the entity and/or group of entities to which the statement applies.

f) be kept on the website for at least 5 years.

The information or a link to it should also be available in the webpage location where sectoral disclosure information is located and in the webpage location where other available customer information, is available.

3. The information disclosed on the website under Article 4(1)(a) and Article 4(5)(a) of Regulation (EU) No XXXX/2019 shall be presented in an easily analysable, machine readable, concise and comprehensible form. Financial market participants and financial advisers shall maintain records of the information for at least ten years.

4. All entities which are obliged to disclose adverse impacts shall include their legal entity identifier (LEI). Where other entities are mentioned in information disclosed on the website under Article 4(1)(a) and Article 4(5)(a) of Regulation (EU) No XXXX/2019 these entities shall make best efforts to obtain an LEI which shall be included. Where securities carrying international securities identification numbers (ISINs) are mentioned, the ISINs shall be included. 


Article 4 Methodology to identifying adverse impacts

1. For the purposes of the adverse impact disclosures in accordance with Article 4(1)(a) and Article 4(5)(a) of Regulation (EU) No XXXX/2019, financial market participants and financial advisers shall identify existing and potential future adverse impacts associated with their investment portfolio decisions by using relevant adverse impact indicators. The adverse impact indicators used shall at least include the indicators set out in Annex I. 

2. Financial market participants and financial advisers may also identify existing and potential future impacts associated with their investment portfolio decisions by using the list of indicators in Annex II, where relevant. 

3. Where information relating to the indicators set out in Annex I is not readily available, the financial market participant or financial adviser shall make best efforts to obtain the relevant information. Where despite best efforts no information relating to the indicators can be obtained, the market participant or financial adviser shall make best efforts to estimate the adverse impact based on reasonable assumptions that shall be presented in narrative form.  

Article 5 Methodology to identifying principal adverse impacts

In order to identify and disclose the principal adverse impacts from the list of adverse impacts identified under Article 4, financial market participants and financial advisers shall adopt a risk-based approach to assessing which adverse impacts identified under Article 3 qualify as principal. This assessment and prioritisation shall be based on the scope, severity, probability of occurrence and severity. The severity is based on the scope (extend of impacy) and the and potentially irremediable character of adverse impacts.

Article 6 Methodology to disclose actions taken to reduce principal adverse impacts

1. For the purposes of the disclosures required under Article 4(2)(b) of Regulation (EU) No XXXX/2019, financial market participants shall disclose the actions they take and plan to take to reduce the impact of the principal adverse impacts identified under Article 4.

2. Actions disclosed under paragraph 1 should at least include voting at annual general meetings, letters to management, meetings with management, engagement in initiatives with specific sustainability objectives, reductions of investment positions, temporary divestment or exclusion.

Article 7 Summary document

1. The information disclosed on the website in accordance with Article 4(1)(a) and Article 4(5)(a) of Regulation (EU) No XXXX/2019 shall be accompanied by a summary in, as a minimum, a language customary in the sphere of international finance.

1. The summary referred to in paragraph 1 shall be drawn up as a short document written in a concise manner and of a maximum length of two sides of A4-sized paper when printed. The summary shall:

a) be presented and laid out in a way that is easy to read, using characters of readable size;

b) be written in a language and a style that facilitate the understanding of the information in a manner that is clear, non-technical, concise and comprehensible;.and

c) be placed ahead of the information disclosed on the website in accordance with Article 4(1)(a) and Article 4(5)(a) and serve as an introduction for the reader. 

Article 8 Disclosure of organisational implementation of policies on the identification and prioritisation of principal adverse sustainability impacts and indicators

1. The information referred to in Article 4(2)(a) of Regulation (EU) No XXXX/2019 website publication on the policies of the financial market participants shall indicate:

a) the date of approval of the policy by the financial market participant’s governing body;

b) how the policies are communicated to staff and relevant third parties.

2. The fFinancial market participant shall also report disclose the means by which the policies referred to in Article 4(2)(a) are embedded throughout its organisation, including:

a) how responsibility for implementing the policies is allocated across different levels within the firm;

b) how the policies are integrated into organisational strategies and operational policies and procedures;

c) the organisational units involved and number of staff employed on a full-time equivalent (FTE) basis to identify and address principal adverse impacts.

d) how the financial market participant works with third parties to implement the policy commitment on a continuous basis; and.

e) any training provided to its staff on implementing the policies.

Article 9 Information on policies on the identification and prioritisation of principal adverse sustainability impacts and indicators

The information referred to in Article 4(2)(a) of Regulation (EU) No XXXX/2019 shall include details on the process used to identify the principal adverse impacts including:

a) how the financial market participant identifies existing and potential future adverse impacts associated with investment portfoliodecisions;

b) how the financial market participant has assessed and prioritised the principal adverse impacts om in accordance with Article 5;

c) explanations indication of data sources used and how the information data is processed, including an indication of what proportions of the data used consist of actually reported data and estimated data, respectively;
.


Article 10 Description of principal adverse sustainability impacts and of the actions taken and planned

1. For the purposes of the disclosures required under Article 4(2)(b) of Regulation (EU) No XXXX/2019, financial market participants shall disclose the actions they take and plan to take within the next 12 months in order to avoid or reduce the the principal adverse impacts identified under Article 4.

2. Actions disclosed under paragraph 1 should at least include voting at annual general meetings of investee companies, letters to or  meetings with the management of investee companies, engagement in initiatives with specific sustainability objectives, reductions of investment positions, temporary or permanent divestment or exclusion.

3. The information  disclosed in accordance with Article 4(2)(b) of Regulation (EU) No XXXX/2019 shall explain the correlation and, where known, the causality betweenhow the specific action taken and the principal adverse impact identified.

4. Disclosure of actions in paragraph 1 shall The information disclosed shall include an indicate indication of when these actions were taken and the rationale for taking them.

5. Disclosure of actions in paragraph 1 shall indicate how the effectiveness of the actions taken to reduce adverse impacts is tracked, including:

a) any processes, targets, or indicators used to evaluate progress;

b) evidence that the actions taken have been effective; and

c) key lessons learned from the actions taken and how these have been incorporated into the financial market participant’s operational policies and procedures.

Article 11 Brief summaries of engagement policies

The summary of engagement policies disclosed in accordance with Article 4(2)(c) of Regulation (EU) No XXXX/2019 shall focus on and clearly explain how the engagement policy addresses issues relating to principal adverse impacts. 

Article 12 References to international standards

Where the information disclosed in accordance with Article 4(21)(d) of Regulation (EU) No XXXX/2019 refers to the degree of alignment with the Paris Agreement, the disclosure shall be based on forward-looking climate scenarios.

CHAPTER III Pre-contractual product disclosure under Article 8 and 9 of Regulation (EU) No XXXX/2019

Article 13: General principles for disclosure of pre-contractual information under Article 8 and 9 of Regulation (EU) No XXXX/2019

1. [bookmark: _Hlk18658092]Information disclosed under Article 8 and 9 shall be disclosed pursuant to the principles set out under the sectoral legislation referred to in Article 6(3) of Regulation (EU) No XXXX/2019. The inclusion and presentation in the sectoral disclosure documents shall offer a true and fair description and thus enable readers to easily find the relevant information.   
1. 

1. F
1. The disclosures relating to a financial product referred to in Article 8 of Regulation (EU) No XXXX/2019 shall not mislead investors into believing that such financial product has as its objective sustainable investments in accordance with the definition set out in Article 2(17) of Regulation (EU) No XXXX/2019. 
1. 
1. Financial market participants that manufacture financial products and financial advisors that provide investment or insurance advice shall therefore ensure that the pre-contractual information they provide for those products described in Article 8 and 9 of Regulation (EU) No XXXX/2019, including the product denomination, is clear, reliable, and does not contain any false or ambiguous claim that can mislead the investor about the objective nature/features of the product. That means for disclosures relating to a financial product according to Article 8 of Regulation (EU) No XXXX/2019 shall not mislead investors that such financial product has as its objective sustainable investments in accordance with the definition set out in Article 2(17) of Regulation (EU) No XXXX/2019. 
1. 
Information on financial products referred to in Article 8 of Regulation (EU) No XXXX/2019 shall be consistent with how sustainability risks are integrated in investment decisions.
Promotion of environmental or social characteristic in accordance with Article 8 of Regulation (EU) No XXXX/2019  does not require that the financial products are actively distributed to clients but may also occur if the clients are automatically enrolled (e.g. in case of IORPs).


Article 14 Presentation of Article 8 and 9 Regulation (EU) No XXXX/2019 information

1. [bookmark: _Hlk19033735]Pre-contractual information for products under Article 8 and 9 of Regulation (EU) No XXXX/2019 according to this Regulation shall be made in accordance with the templates set out in Annex III. 

2. In case of products in accordance with Article 8 of the Regulation XXXX/2019, tThe disclosure referred to under paragraph 1 shall be included in a section called with the title “Sustainability Statement” regarding environmental or social characteristics of the product”.

3. In case of products according to Art. 9 of Regulation XXXX/2019, the disclosure referred to under paragraph 1 shall be included in a section with the title “Statement regarding environmental or social objectives of the product and good governance practices of investee companies”. 

4. By way of derogation from paragraph 1, regarding the information referred to in Articles 8 and 9 of Regulation (EU) No XXXX/2019,  financial market participants and financial advisors may include a hyperlink to  their website, given that there is a statement in the prospectus indicating the address containing further details, and it is accessible to all investors,  as provided in article 19 of Regulation (EU) 2017/1129 on the prospectus to be published when securities are offered to the public or admitted to trading on a regulated market.


Article 15 Content of Article 8(1) information

1. Information to be disclosed pursuant to Article 8(1) of Regulation (EU) No XXXX/2019 shall include at least the following for each product individually:

1. [bookmark: _Hlk17300517]a description of environmental or social characteristics or combination thereof being promoted by the financial product and how the investee companies follow good governance practices;

1. concise description of how the product design and investment strategy aims to ensure promote meeting the environmental or social characteristics or combination thereof; 

1. information about the data and methodologies used with a view to meeting the environmental or social characteristics or combination thereof;

1. i nformation on how the environmental or social product design and investment strategy is implemented in the investment process. 

1. A warning if the investment strategy of the financial product or screening criteria applied by the financial market participant includes investing into companies whose business model is not limited to sustainable economic activities as described in Article 2(17) of Regulation XXXX/2019 or into assets with adverse sustainability impacts. In particular, where a financial market participant applies a best-in-class approach, it should be clearly disclosed that the financial product can also invest into underlying companies/assets which have a significantly negative impact on environmental or social factors.

1. information on whether a share of the financial product is invested in fossil fuels or other high-carbon activities.


1. The information under paragraph 1(c) shall include at least:

a) a  description of the data sources and the data processing used; as well as 
b)  
c) measures and adjustments  checks  to ensure data quality;

d) where non-financial data is provided by a third party, a description of the extent to which the financial market participant has exercised all due skill, care and diligence in selecting such third party; 

e) a description of the circumstances that may give rise to a conflict of interest, measures to be adopted and procedures to be followed to avoid conflicts of interest on an ongoing basis 

f) any limitations to the data and corresponding systems’ limitations;

g) a declaration as to whether the environmental or social characteristics or a combination thereof is assessed on the basis of internal methodologies or other generally commonly recognised accepted methodologies;

h) a description of the main features of the methodologies in accordance with subparagraph (e) to select the product’s underlying assets, including any screening criteria, and relevant indicators used to measure attainment of environmental or social characteristics or combination thereof; 

i) a clear explanation of potential limits to the aforementioned methodologies and how they threaten the attainment of the product’s environmental or social characteristics, or combination thereof;

j) a description whether the environmental or social characteristics pursued by the product design and investment strategy is applied to all investments or only a proportion thereof;

k) A description of the investable universe to which environmental or social approach investment strategy is to be applied. If the financial market participant commits to a minimum reduction of the investable universe resulting from the environmental or social investment strategy implemented, this minimum reduction shall be stated;

l) where the investment in investee companies is made through the use of derivatives, information on how the use of derivatives allows to meet the environmental and social characteristics pursued; and

m) information on how the attainment of environmental or social characteristics or combination thereof is monitored across the life cycle of the financial product;

n) what the financial market participant qualifies as good governance practices.. 

Alternative drafting approach proposed by AMF:

Article 15 Content of Article 8 information and content of Article 9 information

1. Information to be disclosed pursuant to Article 8 and Article 9 of Regulation (EU) No XXXX/2019 shall include at least the following:

a) a description of:
(i) as regards any product referred to under Article 8 of Regulation (EU) No XXXX/2019, the environmental or social characteristics, or combination thereof, promoted by the financial product and how the financial market participant ensures that investee companies follow good governance practices;

(ii) as regards any product referred to under Article 9 of Regulation (EU) No XXXX/2019, the sustainable investment objective of the product, including the economic activities the product directly or indirectly invests in, including as outlined in Annex V.

b) as regards any product referred to under Article 8 of Regulation (EU) No XXXX/2019, a description of the type of environmental or social investment strategy which the financial market participant commits to adopting in order to meet the environmental or social characteristics or combination thereof, making explicit reference to the applicable strategy as from the list provided in Annex IV, alongside an explanation of how the environmental or social investment strategy is implemented in the context of the investment process; and


c) a description of the data and methodologies used when seeking to meet the environmental or social characteristics, or combination thereof, promoted by the product referred to under Article 8 of Regulation (EU) No XXXX/2019, or to deliver the sustainable investment objective of the product referred to under Article 9 of Regulation (EU) No XXXX/2019;

2. The information under paragraph 1 shall include:

a) an explanation regarding how the methodologies apply on a binding basis to investment decisions made;

b) a description of the data sources and the data processing used, including an indication of what proportions of the data used consist of actually reported data and estimated data, respectively;
 
c) a description of any measures taken and adjustments made in order to ensure data quality;

d) where non-financial data is provided by a third party, a description of the extent to which the financial market participant has exercised all due skill, care and diligence in selecting such third party; 

e) a description of the main features of the methodologies to select the product’s underlying assets, including any screening criteria, and relevant indicators used to measure attainment of  either the product’s environmental or social characteristics or combination thereof, or of its  sustainable investment objective, as applicable; 

f) a declaration as to whether the environmental or social characteristics or a combination thereof, or the sustainable investment objective, are assessed on the basis of internal methodologies or other generally accepted methodologies;

g) a description of any limitations to the data and to the methodology implemented, and how the financial market participant ensures that such limitations do not affect either the attainment of the environmental or social characteristics promoted, or the delivery of the sustainable investment objective, as applicable;

h) a description of the circumstances that may give rise to a conflict of interest, measures to be adopted and procedures to be followed on an ongoing basis to identify, prevent or manage such conflicts of interest;
 

i) where the investment in investee companies is made through the use of derivatives, information on how the use of derivatives allows to meet the environmental and social characteristics pursued or to deliver the sustainable investments objective, as applicable; and

j) information on how the attainment of environmental or social characteristics or combination thereof, or the delivery of the sustainable investment objective, is monitored across the life cycle of the financial product, and what internal or external control mechanisms are in place in this regard

3. As regards products referred to under Article 8 of Regulation (EU) No XXXX/2019, the information under paragraph 1 shall also include:

a) a statement regarding:
i. the proportion of investments which qualify as sustainable investments, including as outlined under Annex V;
ii. the proportion of investments that contribute to the environmental or social characteristics promoted; 
iii. the proportion of investments that are not covered under points (i) and (ii), where such investments may in particular, but not exclusively, relate to hedging instruments, instruments that are not compatible with a long-term investment approach, or instruments for which the data required to apply the environmental or social investment strategy is lacking.
b) as regards investments covered under point (iii), an explanation of their purpose;

c) an indication as to whether financial analysis is carried out before or after the application of the environmental or social investment strategy referred to in point (b) of Article 15(1);

d) where relevant, a description of the investable universe to which the environmental or social investment strategy is to be applied. Where the financial market participant commits to a minimum reduction of the investable universe, in application of its environmental or social investment strategy, such minimum reduction shall be stated; and

e) the following statement, in a prominent and readable format: “This product doesn’t have as its objective sustainable investment. As a result, the product may target investments that do not contribute to an environmental or social objective”.

4. As regards products referred to under Article 9 of Regulation (EU) No XXXX/2019, the information under paragraph 1 shall also include:

a) a statement regarding the proportion of:
i. investments which qualify as sustainable investments, including as outlined under Annex V;
ii. investments that are not covered under points (i), where such investments may in particular, but not exclusively, relate to hedging instruments and instruments that are not compatible with a long-term investment approach.

b) as regards investments covered under point (ii), an explanation of their purpose and how their proportion does not affect the delivery of the sustainable investment objective;

c) a description of how the financial market participant ensures that the underlying investments of the financial product mentioned in point (a)(i) contribute to, and do not harm, an environmental or social objective, while ensuring that investee companies follow good governance practices;

d) where relevant, projections of how the objective will be met, as is reasonable, including a description of the assumptions on the basis of which those projections are calculated; and

e) a description of the sectors in which the financial product seeks to invest.


Article 16 Content of additional Article 8(1)(b) and Article 9(1) of  Regulation (EU) No XXXX/2019 information where an index has been designated as a reference benchmark

1. The disclosures required in accordance with Article 8(1)(b) and Article 9(1) of Regulation (EU) No XXXX/2019 shall at least describe include the following:

1. A description of the reference benchmark, by providing a clear description of the index including detailed information on methodologies leading to the selection of index constituentsinput data and index calculation (including effect of leverage within the index), re-balancing methodologies, index changes, important parameters or elements relevant for the investment decision.

1. where the benchmark is made up by a basket of indexes the description in point a) above shall be provided with reference to each index; and

1. a description of how the reference benchmark is replicated and how the alignment of the aforementioned benchmark with the financial product’s promotion of environmental or social characteristics, or a combination of those characteristics or sustainable investments objective is ensured.

2. In case of products according to Article 8(1) of Regulation XXXX/2019, the following information shall be given additionally to those mentioned under paragraph 1: 


a) why and how the reference benchmark is used in the investment process; and

b) which features of the reference index are consistent with environmental or social characteristics of the financial product and how consistency is measured or understood.


3. The information under paragraph 1a) shall include at least:

a) A description of the reference benchmark index by providing a clear description of the index including information on its underlying components. In order to avoid the need to update the information frequently, the information published can re-direct to a web site where the exact compositions of the index is published and kept up to date; and

b) an explanation showing how the reference benchmark differs from a broad market index.


Alternative drafting approach proposed by AMF:


Article 16 Content of additional Article 8 information where an index has been designated as a reference benchmark

1. The disclosure required in accordance with Article 8(1)(b) of Regulation (EU) No XXXX/2019 shall describe how the reference benchmark is used in the investment process. 

Where the methodology of the reference benchmark does not take into account sustainability factors or where the financial market participant does not use the reference benchmark in order to select the underlying assets of the product, the financial market participant shall state that the reference benchmark is not consistent with the environmental or social characteristics promoted.


2. Where the methodology of the reference benchmark takes into account sustainability factors and the financial market participant uses the reference benchmark in order to select the underlying assets of the product, the financial market participant shall provide:

a) an explanation of which features of the reference benchmark are consistent with the environmental or social characteristics, or combination thereof, of the financial product, and how the reference benchmark is used to meet such characteristics;

b) a description of the reference benchmark, including detailed information on methodologies leading to the selection of index constituents and index calculation (including effect of leverage within the index), re-balancing methodologies, index changes, important parameters or elements relevant for the investment decision, as well as information on its underlying components. In order to avoid the need to update the information frequently, the information published can re-direct to a web site where the exact compositions of the index is published and kept up to date; and

Where the benchmark is made up of a basket of indexes, the description in points () and (b) shall be provided with reference to each index.

3. Where the financial market participant states that the reference benchmark is aligned with the product’s environmental or social characteristics, the financial market participant shall also disclose:

a) all information required under paragraph 2;
b) a description of how the reference benchmark is replicated and how the alignment of the aforementioned benchmark with environmental or social characteristics is continuously ensured.

The financial market participant may refer to the information disclosed by the administrator of the reference benchmark, by way of a link, where such information fulfils the information required under Article 15.

Article 18 Content of information under Article 9(1) where an index has been designated as a reference benchmark

1. When disclosing the information required under Article 9(1) of Regulation (EU) No XXXX/2019, the following shall be at least provided:

a) how the taking into account of sustainability factors within the methodology of the reference benchmark is aligned with the product’s sustainable investment objective;

b) a description of the reference benchmark, including detailed information on methodologies leading to the selection of index constituents and index calculation (including effect of leverage within the index), re-balancing methodologies, index changes, important parameters or elements relevant for the investment decision, as well as information on its underlying components. In order to avoid the need to update the information frequently, the information published can re-direct to a web site where the exact compositions of the index is published and kept up to date;

c) a description of how the reference benchmark is replicated and how the alignment of the aforementioned benchmark with the financial product’s sustainable investment objective is continuously ensured.

Where the benchmark is made up of a basket of indexes, the descriptions required under points (a) and (b) shall be provided with reference to each index;

2. The financial market participant may refer to the information disclosed by the administrator of the reference benchmark, by way of a link, where such information fulfils the information required under Article 15.


Article 17 Content of Article 9(1), (2) and (3) information for products with sustainable investment objectives

1. Information to be disclosed pursuant to Article 9(1) and 9(2) of Regulation (EU) No XXXX/2019 shall include at least

a) a description of the sustainable investment objectives of the financial product, including the economic activity or activities the financial product invests directly or indirectly in; or another economic activity or activities contributing to an environmental or social objective, as outlined in Annex V, that the financial product invests in directly or indirectly; and

b)  a description of how the investment strategy aims to ensure meeting the sustainable investment objective. 

c) a description of the methodologies used to measure how the sustainable investment objective of the financial product will be met on a continuous basis.

d) a description whether the sustainable investment objective is applied to all investments or only a proportion thereof;


2. The information under paragraph 1(a) shall include at least the following:

a) a description of how the financial product contributes to and does not significantly harm an environmental or social objective, or combination thereof, and how the investee companies follow good governance practices;

b) all relevant indicators consistent with the content of the sustainable investment objective;

c) information about the data and methodologies used with a view attaining the sustainable investment objectives;

d) where relevant, projections of how and when the objective will be met on a continuous basis, as is reasonable;

e) where the information contains information of projections of how and when an objective is met, a description of the assumptions on the basis of which those projections are calculated;

f) where the financial product involves participation in companies, a description of the types of companies and the sector or sectors in which the investee companies would be active;

g) where the investment in investee companies is made through the use of derivatives, information on how the use of derivatives allows to attain the sustainable investment objectives of the financial products.

3. Information under paragraph 1(cb) shall include at least:

a) a description of the data sources and the data processing used;
 
b) measures and adjustments  checks  to ensure data quality;

c) where non-financial data is provided by a third party, a description of the extent to which the financial market participant has exercised all due skill, care and diligence in selecting such third party. 

d) a description of the circumstances that may give rise to a conflict of interest, measures to be adopted and procedures to be followed to avoid conflicts of interest on an ongoing basis 

e) any limitations to the data and corresponding systems’ limitations;

f) a declaration as to whether the sustainable investments objective is assessed on the basis of internal methodologies or other generally accepted methodologies;

g) a description of the main features of the methodologies in accordance with subparagraph (f) to select the product’s underlying assets, including any screening criteria, and relevant indicators used to measure attainment of sustainable investment objectives. 

h) a clear explanation of potential limits to the aforementioned methodologies and how they threaten the attainment of the product’s sustainable investment objectives, or combination thereof;

i) where the investment in investee companies is made through the use of derivatives, information on how the use of derivatives allows to meet the environmental and social characteristics pursued; and

j) information on how the attainment of sustainable investment objectives is monitored across the life cycle of the financial product. 

Article 18 Content of additional information under Article 9(1) where an index has been designated as a reference benchmark

1. A financial product referred to in Article 9(1) of Regulation (EU) No XXXX/2019, shall at least describe the following:

d) A description of the reference benchmark, by providing a clear description of the index including detailed information on methodologies leading to the selection of index constituents and index calculation (including effect of leverage within the index), re-balancing methodologies, index changes, important parameters or elements relevant for the investment decision;

e) where the benchmark is made up by a basket of indexes the description in point a) above shall be provided with reference to each index; and
f) a description of how the reference benchmark is replicated and how the alignment of the aforementioned benchmark with the financial product’s sustainable investments objective is ensured.

2. The information under paragraph 1a) shall include at least:

a) A description of the reference benchmark index by providing a clear description of the index including information on its underlying components. In order to avoid the need to update the information frequently, the information published can re-direct to a web site where the exact compositions of the index is published and kept up to date; and

b) an explanation showing how the reference benchmark differs from a broad market index.


CHAPTER IV Website product disclosure under Article 10 of Regulation (EU) No XXXX/2019

Article 19 General principles for website disclosure under Article 10 of Regulation (EU) No XXXX/2019

1. Access to tThe information disclosed in the financial market participant's websites required under Article 10 of Regulation (EU) No XXXX/2019 shall be easily accessible, non-discriminatory and free of charge.

2. As a derogation from paragraph 1, and with regard to tailor-made products, where disclosure of information under Article 10 of Regulation (EU) No XXXX/2019 would result in the disclosure of confidential information or breach of conflicts of interest rules, the financial market participant may disclose the website information under a password protected part of its website.

Article 20 Presentation requirements for website product disclosure

1. The information disclosed on the website under Article 10 of Regulation (EU) No XXXX/2019 shall be presented in a summary format and, as a minimum, in a language customary in the sphere of international finance.

2. The summary referred to in paragraph 1 shall be drawn up as a short document of a maximum length of two sides of A4-sized paper when printed. The summary shall be presented and laid out using characters of readable size.

3. The information disclosed on the website shall:

a) be located under the heading named “ESG disclosures”;

b) include explanations of how and why previously disclosed information has been changed;;

c) clearly state the date of disclosure and of any updates; and

d) be ordered by date, starting with the latest update.

4. Financial market participants shall maintain records of the information disclosed under Article 10 of Regulation (EU) No XXXX/2019 for at least ten years.

Article 21 Content of website product disclosure

1. The information disclosed under Article 20 shall:

a) Prominently display a concisethe description of the environmental or social characteristics in case of products in accordance with Article 8 of Regulation (EU) No XXXX/2019 or the sustainable investment objectives in case of financial products in accordance with Article 9 of Regulation (EU) No XXXX/2019;

b) Allow the easy identification of the methodologies and sustainability indicators used to reach the environmental or social characteristics for products in accordance with Article 8 Regulation (EU) No XXXX/2019 products or products with sustainable investment objectives in accordance with or  Article 9 products; and

c) Provide hyperlinks or electronic files for download containing the information referred to under Article 8,9 or 11 of Regulation (EU) No XXXX/2019.

2. For products under Article 8(1)(b) or 9(1), tThe information under paragraph 1 should include a reference to the relevant reference benchmark and how it aligns with the environmental or social characteristics in case of products subject to Article 8 of Regulation (EU) No XXXX/2019. or sustainable investment objectives in case of products subject Article 9 of Regulation (EU) No XXXX/2019. .
3. For a financial product described inreferred to in Article 9(3) of Regulation (EU) No XXXX/2019 which has designated a reference benchmark that has as its objective sustainable investments and the reduction in carbon emissions, the information published under Article 10 of Regulation (EU) No XXXX/2019 shall also provide specific reference to the relevant EU Climate Transition Benchmark or EU Paris-aligned Benchmark. 

4. Financial market participants can also mention any complementary information regarding the product’s investment strategy, which they would deem relevant, provided that such information is consistent with the information disclosed under Chapter III and that the information complies with the requirements applicable to pre-contractual information set out in Chapter III.
5. 


Article XX Additional rules applicable to products designated in Article 9(3)

1.	Where a financial product referred to under Article 9(3) of Regulation (EU) No XXXX/2019 designates a reference benchmark, the financial market participant shall, in addition to the information requirements set out in Article 18, disclose how it ensures that the reference benchmark is an EU Climate Transition Benchmark or EU Paris-aligned Benchmark under Chapter 3a of Title III of Regulation (EU) No 2016/1011.

2.	Where a financial product referred to under Article 9(3) of Regulation (EU) No XXXX/2019 does not designate a reference benchmark, information required under Article 15 shall be supplemented with information on how the continued effort of attaining the objective of reducing carbon emissions is ensured in view of achieving the long-term global warming targets of the Paris Climate Agreement. 

In particular, the financial market participant shall explain how the financial product complies with the relevant methodological requirements set out in Articles 19a, 19b and 19c of Regulation (EU) No 2016/1011


CHAPTER V Periodic product disclosure in periodic reports under pursuant to Article 11 of Regulation (EU) No XXXX/2019

Article 22 General principles for periodic disclosures 

1. The information to be disclosed pursuant to Article 11 of Regulation (EU) No XXXX/2019 shall be consistent with the requirements applicable to pre-contractual information set out in Chapter III.
2.	Where possible, financial market participants shall use annual average performance calculation for the periodic disclosure. Where quantitative disclosures are made, the figures shall include, where possible, a relative measure, such as impact per euro or per million euro invested.  

Article 23 Presentation of periodic disclosure under Article 11

The information disclosed pursuant to Article 11 of Regulation (EU) No XXXX/2019 for products referred to in Article 8(1) and 9 (1), (2) and (3) of Regulation (EU) No XXXX/2019 shall be presented in accordance with the template provided in Annex VI.

By way of derogation from paragraph 1, regarding the information referred to in Articles 8 and 9 of Regulation (EU) No XXXX/2019,  financial market participants and financial advisors may include a hyperlink to  their website, given that there is a statement in the prospectus indicating the address containing further details, and it is accessible to all investors,  as provided in article 19 of Regulation (EU) 2017/1129 on the prospectus to be published when securities are offered to the public or admitted to trading on a regulated market.


Article 24 Content of periodic disclosure for financial products promoting environmental or social characteristics and for financial products with sustainable investment objectives (Article 8 and 9 products)

1. For financial products referenced in Article 8 and 9 of Regulation (EU) No XXXX/2019, the information disclosed pursuant to Article 11 of Regulation (EU) No XXXX/2019 shall at least include:
a) a description of the environmental or social characteristics or combination thereof designated for financial products subject to Article 8 of Regulation (EU) No XXXX/2019 or the sustainable investment objective for financial products subject to Article 9 of Regulation (EU) No XXXX/2019; 

b) a summary description of the methodologies designated in Article 15(1)(c) and 17(1)(b) used to measure how environmental or social characteristics or combination thereof or sustainable investment objectives are attained; and

c)  the composition of the portfolio and the share of the portfolio in line with environmental or social characteristics or sustainable investment objective with sector and geographic breakdown;. and

d) the results of the measurement referred to in point b) broken down by sector and geographical region as described inand point c), where relevant.

2. Where the pre-contractual disclosures in accordance with Article 15 and 17 refer to quantitative or qualitative sustainability indicators, the following shall be disclosed:

a) the information shall demonstrate how the use of forward looking scenarios and the related underlying assumptions, including consistency of the product’s geographic boundaries at global level, regional level, and country level, are consistent with the environmental or social characteristic designated under Article 15(1)(c) or the sustainable investment objective designated under Article 17(1)(b), in particular having also regard to pursuing the projected environmental or social characteristic or sustainable investment objective;

b) the information shall include at least parameters consistent with the environmental or social characteristic or sustainable investment objective, such as
(i) Macroeconomic trends (e.g. GDP, discount rates, other potential economic shocks); 
(ii) Policy costs and incentives (e.g. feed-in tariff, carbon tax, etc.); 
(iii) Production & technology (e.g. oil production, power generation, electric vehicle sales);

3. In addition to the information in paragraph 2, where pre-contractual disclosures in accordance with Articles 15 and 17 refer to quantitative sustainability indicators the following shall apply:

a) reporting on these indicators shall be consistent throughout time and provide for a consistent comparison of the indicators’ performance over time;

b) the report shall include current annual report indicators and the previous year indicators for comparison;

c) financial market participants must use annual average performance calculation for the periodic disclosure and where quantitative disclosures are made the figures must include a relative measure such as impact per euro invested or per million euro invested; 

d) the periodical report shall specify whether the indicators are subject of an assurance provided by a an external party; and


e) reporting shall be made annually on the basis of all mentioned sustainability indicators and elaborate on the extent to which the potentially relevant  commitments have been satisfied. It shall present the performance for the last 10 years, for any years for which data is not available, the year shall be shown as blank with no annotation other than the date.

4. Where the periodic report includes any additional robust qualitative or quantitative sustainability indicators which were not disclosed as part of pre-contractual information, the addition of such indicators shall be explained and justified. The explanation should clearly outline why and how the new indicators are consistent with environmental or social characteristic or sustainable investment objective of the product.

Additional paragraphs proposed by the AMF with a view to merging Articles 24 and 25:

5. For financial products referred to under Article 8(1)(b) of Regulation (EU) No XXXX/2019 for which paragraph 2 or 3 of Article 16 of this Regulation applies, and for financial products referred to in Article 9(1) of Regulation (EU) No XXXX/2019, the information disclosed pursuant to this Article shall additionally include a description of the composition of the index with sector and geographic breakdown.
6. For financial products referred to under Article 9(1) of Regulation (EU) No XXXX/2019, the information provided under this Article shall additionally include a reporting on all indicators that were deemed relevant by the financial market participant to determine the alignment of the designated reference benchmark with the product's sustainable investment objective, and which are disclosed by the benchmark administrator as part of the mandatory disclosure pursuant to paragraph 2a of Article 27 of Regulation (EU) No 2016/1011.. This reporting shall provide, for each of such indicator and asset per asset, a comparison of the product's performance with that of the reference benchmark and elaborate on measures taken in case of discrepancy.

7. For a financial product referenced under Article 9(3) of Regulation (EU) No XXXX/2019, the information provided under this Article shall additionally describe the contribution of the financial product to achieving the long-term global warming targets of the Paris Climate Agreement. In particular, this description shall include disclosures on all indicators mentioned as part of the mandatory annual disclosure applicable to EU Climate Transition Benchmarks or EU Paris-aligned Benchmarks, as required pursuant to [L2 of the low carbon benchmarks regulation]. 

8. Where the financial market participant declared, as part of disclosures under Article 15, that shareholder’s engagement was used as part of the implementation of the environmental or social strategy implemented, information provided pursuant to this Article shall additionally report on actions taken in this regard.


Article 25 Content of additional information under Article 11 where an index has been designated as a reference benchmark

1. For financial products referenced in Article 8(1)(b) or in Article 9(1) of Regulation (EU) No XXXX/2019, the information disclosed pursuant to Article 24 shall additionally include a description of composition of the index with sector and geographic breakdown.
2. Where an Article 9(1) product has an index designated as a reference benchmark, the information under Article 24 shall additionally include a reporting on all indicators that were deemed relevant by the financial market participant to determine the alignment of the designated reference benchmark with the product's sustainable investments objective, and which are disclosed by the benchmark administrator as part of the mandatory disclosure pursuant to L2 of the BMR amendment regulation providing ESG KPIs for all benchmarks. This reporting shall provide, for each of such indicator and where possible asset per asset, a comparison of the product's performance with that of the reference benchmark and elaborate on measures taken in case of discrepancy.

ANNEX I: Minimum mandatory list of sustainability indicators in relation to climate and other environment-related adverse impacts

[bookmark: _MON_1633532183]

ANNEX II: Optional list of sustainability indicators in relation to climate and other environment-related adverse impacts and adverse impacts in the fields of social and employee matters, respect for humand rights, anti-corruption and anti-bribery matters. 











ANNEX III: Template for Article 8(1), 9(1), (2) and (3) disclosure
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ANNEX IV: List of possible investment strategies pursuing environmental or social characteristics

There is a wide range of strategies and screening criteria to enable financial market participants to take account of environmental or social characteristics for products qualifying under Article 8 of Regulation XXXX/2019. The following list is a non-exhaustive list of examples of commonly accepted investment strategies for the pursuit of environmental or social characteristics: 
1. Best-in-class is an approach that aims at selecting the issuers which have the best environmental or social score in a particular sector. 
1. Sustainability Themes/thematic investing focuses on sustainable investment matters, that provide solutions for certain ESG-trends such as renewable energy or water management. 
1. Norms-based screening have been developed with the idea that, even if companies do not face the same legal requirements regarding environmental, or social issues between one country and another, they must be in a position to comply with a certain number of fundamental international norms11 in order to meet the requirements of responsible investors, regardless of the business involved or the country in which they operate.  
1. Active Ownership/Engagement and voting aims to promote corporate sustainable practices. 
1. Exclusion is a negative approach where investors decide to temporarily or permenantly exclude or divest from companies that fail to comply with international standards and conventions or whose environmental or social impact is deemed incompatible with the investor’s values, culture or strategy. 

Alternative drafing suggestion for ANNEX IV provided by the AMF:

There is a wide range of strategies and screening criteria to enable financial market participants to take account of environmental or social characteristics for products qualifying under Article 8 of Regulation XXXX/2019. The following list is a non-exhaustive list of examples of commonly accepted investment strategies for the pursuit of environmental or social characteristics: 
a) Best-in-class is an approach that aims at selecting the best issuers issuers among peers within each sector of an investment universe, according to a scoring methodology embedding sustainability factors[footnoteRef:9]  [9:  E.g. within a sector issuers are rated from 0 (bad) to 10 (good) based on combination of metrics related sustainability factors. All issuers that get a score above 5 are eligible to the fund portfolio, the others being exlcuded from the investment universe.] 

b) Best-in-universe is a similar approach to the best in class except that issuers are selected among the whole investment universe and not sector by sector.
c) Best-effort is an approach derived from Best-in-class/Best-in-universe approaches where issuers are selected according to the improvement of their score over a given time period - or their perspective of improvement in the future - and not according to their scoring itself at a given time[footnoteRef:10].    [10:  E.g. variation of score over a 3 year-period range from -4 to +5. All issuers that get a score above +1 are eligible to the fund portfolio, the others being exlcuded from the investment universe.] 

d) Sustainability Themes focuses on sustainable investment matters, such as renewable energy or water management. Issuers will be selected based on their activities, respecting certain criteria/qualitative methodology developed by the fund (e.g. minimum percentage of revenues in a business area identified as having a positive sustainability impact by the asset manager, subject to conditions regarding the sustainability of the business). 
e) Norms-based screening have been developed with the idea that, even if companies do not face the same legal requirements regarding environmental, or social issues between one country and another, they must be in a position to comply with a certain number of fundamental international norms11 in order to meet the requirements of responsible investors, regardless of the business involved or the country in which they operate. Where such screenings are the result of the mandatory application of country international commitments, they shall not be considered as promoting environmental or social characteristics[footnoteRef:11].  [11:  E.g. Ottawa convention on anti-personnel mines has been widely ratified by EU member states as well as Oslo convention on cluster munitions.] 

f)  Exclusion is a negative approach broader than norms-based screening where investors decide to exclude companies that fail to comply with a defined exclusion policy, which can encompass international standards and conventions, or which sets criteria for the exclusion of companies  whose environmental or social impact is deemed incompatible with the investor’s values, culture or strategy, for instance through sectorial exclusions (e.g. coal, tobacco, alcohol, adult entertainment, gambling, (…). Exclusions can keep a tolerance expressed in term of a maximum percentage of revenues in the given area (e.g. up to 10% of revenues related to Coal)



ANNEX V List of sustainable investment environmental and social objectives

Article 2(17) provides a non-exhaustive list of environmental or social objectives that economic activities contribute to as set out below:

- Economic activities that contribute to an environmental objective, as measured, for example, by key resource efficiency indicators on the use of energy, renewable energy, raw materials, water and land, on the production of waste, and greenhouse gas emissions, or on its impact on biodiversity and the circular economy

- Economic activities that contributes to a social objective, in particular an investment that contributes to tackling inequality or that fosters social cohesion, social integration and labour relations, or an investment in human capital or economically or socially disadvantaged individuals and/or communities.

Alternative drafting suggestion for ANNEX V provided by the AMF:

The following shall be considered as environmental objectives under this Regulation:
(1) climate change mitigation;
(2) climate change adaptation;
(3) sustainable use and protection of water and marine resources;
(4) transition to a circular economy, waste prevention and recycling;
(5) pollution prevention and control;
(6) protection of healthy ecosystems.

Environmentally sustainable investments as defined in a Union-wide framework shall qualify as sustainable investment under this Regulation.

Moreover, Article 2(17) of Regulation (EU) XXXX/2019 provides a non-exhaustive list of ways to measure environmental objectives that economic activities contribute to. Those include: key resource efficiency indicators on the use of energy, renewable energy, raw materials, water and land, on the production of waste, and greenhouse gas emissions, or on its impact on biodiversity and the circular economy

Investments tackling inequality or fostering social cohesion, social integration and labour relations, or in human capital or economically or socially disadvantaged communities shall be considered as investments contributing to a social objective.


ANNEX VI Template for Article 11 periodic product disclosure for Article 8(1), 9(1), (2) and (3) products

Drafting suggestions to be provided by BaFin taking into account the outcome of the discussions at the last sub-group meeting.


[bookmark: _Toc433269124][bookmark: _Toc22877018]Preliminary Impact Assessments
[bookmark: _Hlk19021504]An assessment of impacts of the proposals in this Consultation Paper has been prepared separately for the different empowerments in the SFDR. 
i. Impact assessment for entity level adverse impact reporting (Article 4 SFDR)
1. [bookmark: _Hlk22202151]Procedural issues and consultation of interested parties
According to ESAs’ Regulation, the ESAs conduct analysis of costs and benefits when drafting regulatory technical standards. The analysis of costs and benefits is undertaken according to an Impact Assessment methodology. The draft RTS and its impact assessment are subject to public consultation. The ESAs were also asked to seek input from the European Environment Agency and the Joint Research Centre of the European Commission, which has been done for this RTS.
2. Problem definition
According to Article 4(6) and (7) of SFDR the ESAs must develop through the Joint Committee draft regulatory technical standards specifying the content, methodologies and presentation of information (to be published on a firm’s website) of a statement on the due diligence policy in respect of the adverse impact of investment decisions on sustainability indicators in relation to (i) climate and other environment-related impacts and (ii) social and employee matters, respect for human rights, anti-corruption and bribery matters. 
The general purpose of introducing a requirement to assess principal adverse impacts is further set out in  the recitals of the Regulation. Recital 12 SFDR notes that in order to comply with their duties to act in the best interest of end-investors, financial market participants and financial advisers have to assess “all relevant sustainability risks that might have a relevant material negative impact on the financial return of an investment or advice”. Therefore, Recital 13 SFDR notes that financial market participants and financial adviser must “publish written policies on the integration of sustainability risks and ensure the transparency of such integration”. 
Baseline scenario
[bookmark: _Hlk22822203]In developing the options below, the baseline scenario is that where there are no harmonised rules for disclosure of principal adverse impacts and that firms would each disclose as they see fit and use entirely optional indicators.
3. Objectives
[bookmark: _Hlk22748176]The overall objective of the RTS is to ensure that the financial market participant and financial advisers disclose relevant information to allow end investors to make informed decisions regarding the due diligence policies of financial market pariticpants and financial advisers. 
The measures adopted should also ensure sufficient consistency across the EU to make meaningful comparison possible for end investors. End investors should be able to rely on the adverse impact disclosures made by financial market participants and financial advisers to explain sufficiently clearly how they take into account adverse impacts and the actions financial market participants  take to address them. 
4. Policy options
Adverse impact - Policy issue 1: The level of disclosures
Option 1.1: High level principles for disclosure
Option 1.2: Common minimum standards on identification and disclosure of adverse impacts
Option 1.3: Detailed rules on all adverse impacts
One of the important choices the Joint Committee had to consider in developing the draft RTS for this Consultation Paper is the level of disclosure required. While the level 1 text requires in Article 4(1)(a) a “statement on due diligence policies” and the list in Article 4(2)(a) requires “information about … policies”, the Joint Committee working group believes that the level of disclosure should be more than only high level statements about policies. In particular the requirement in Article 4(2)(b) would seem to necessitate a more comprehensive disclosure of the adverse impacts of investment decisions on sustainability factors.
Nevertheless, there could three possible options for the level of disclosures under Article 4 SFDR. Option 1 is requiring only a “statement” type disclosure, requiring financial market participants and financial advisers only to disclose a statement on their policies. However, it is questionable whether such an approach would fulfil the requirements of all elements of Article 4(2)(b) SFDR in particular. Option 2 is the preferred approach of the working group, requiring some common elements but leaving tailoring up to financial market participants. Option 3 would require granular detailed disclosure of all adverse impacts and actions taken. While the third option would be the most resource intensive, arguably it could risk ignoring the exhortation in Article 4(1)(a) and 4(5)(a) that the  consideration of adverse impact of investment decisions on sustainability factors should take into account the size, nature and scale of activities and types of financial products made available.
	Policy option 1: High level statements as disclosure

	Pros
	Cons

	Easier to implement across range of different actors and portfolios
	No comparability of adverse impacts due to widely differentiated website statements

	Allow qualitative judgement of adverse impacts
	Potentially very little detailed information about adverse impacts across investors

	
	Potentially not allowed under Level 1, could lead to circumvention.

	Policy option 2: Common minimum standards on identification and disclosure of adverse impacts (preferred option)

	Pros
	Cons

	Allows for a base level of comparability between operators
	More resource intensive to implement than simply statements

	Allows for some tailoring of approach to size, nature, scale of activities
	Could risk some impacts not to be considered due to minimal requirements

	Policy option 3: Detailed rules on disclosure of all adverse impacts and all actions taken in the same format

	Pros
	Cons

	Greatest level of granularity would allow quantitative research of investors adverse impacts across Europe
	The most resource intensive and expensive for financial market participants and financial advisers

	
	Potentially not taking into account Level 1 proportionality language


Adverse impact - Policy issue 2: The type of indicators to be used when assessing adverse impact
Option 2.1: All optional indicators to assess adverse impact
Option 2.2: Mix of mandatory and optional indicators to assess adverse impact
Option 2.3: All mandatory inidcators to assess adverse impact
The level 1 text is silent on the level of compulsion choice that the ESAs should make in developing the sustainability indicators in Articles 4(6) and (7). However, the empowerment in Articles 4(6) and (7) notes that ESAs must develop technical standards on the content, methodologies and presentation of information in respect of sustainability indicators in relation to adverse impacts. The working group interprets this to mean not only requiring disclosure of adverse impacts and actions taken to reduce impact, but to also require the development of some common indicators to measure the adverse impact of investment decisions on sustainability factors. 
The issue of data availability has been raised repeatedly by stakeholders to the working group. The working group is aware that it may not be straightforward to assess the adverse impact of an investment decision due to the lack of reported data on a particular indicator. Nevertheless, the working group is convinced that the situation is improving, as evidenced by the growing share of ESG or sustainable finance products beign marketed by financial market participants.
The Joint Committee considered three options for the development of indicators for adverse impact reporting. Option 1 would be to create an optional list of indicators to help financial market participants and financial advisers to assess adverse impacts of their investment decisions on sustainability factors. Option 2 would follow a “mixed approach” of requiring a small set of mandatory indicators coupled with a longer set of optional indicators. This is intended to create some harmonised adverse impact assessment disclosure on some areas where availability of data is better but leave many other assessment disclosures up to the financial market participant or financial adviser. Such a list could be updated in the future under further reviews of the technical standards. Option 3 would be the development of a fully mandatory list of indicators that financial market participants and financial advisers must use to assess the adverse impacts of their investment decisions on sustainability factors. Given the heterogeneity of the different sectors covered by the definition of financial market participant, such an approach would pose significant challenges for ESAs to develop and keep updated in line with the evolution in sustainable finance.

	Policy Option 1: All optional indicators to assess adverse impact

	Pros
	Cons

	Easier to implement across range of financial market participants and financial advisers
	Little harmonised assessment of adverse impact on any single indicator

	Could lead to greater volume of voluntary reporting due to flexible approach
	Underlying assumptions and methodologies are not comparable since choice of indicators not evident

	
	Not clear if compliant with level 1 obligation to prescribe “methodologies” for sustainability indicators

	Policy option 2: Mix of mandatory and optional indicators to assess adverse impact (preferred option)

	Pros
	Cons

	Allows assessment of adverse impacts across all reporting entities against the minimum list of indicators, would create demand for data reporting on the minimum list.
	More costly to assess adverse impact of all investment decisions against minimum list with questionable data availability in some cases

	May lead to more meaningful disclosure for investors who would be able to compare providers based on adverse impact on minimum list of indicators
	May not be appropriate for all financial market participants or financial advisers specialising in niche sectors

	Should help financial market participants and financial advisers develop ESG integration in their investment processes for minimum list of indicators
	Could lead to more “explain” than “comply” due to mandatory nature of some indicators

	Policy option 3: All mandatory indicators to assess adverse impact

	Pros
	Cons

	Robust disclosure and maximum comparability among those reporting
	Most expensive for financial market participants and financial advisers to implement

	
	Very difficult to ensure fully up to date comprehensive list of indicators with robust data sources to back them up

	
	Very difficult to review the list of mandatory indicators to reflect technological progress or data availability for new indicators


5. Analysis of impact
[bookmark: _Hlk22806778]In analysing the impact of the proposed rules on adverse impact disclosure, the comply or explain nature of the regulatory provision in the Level 1 text is important to bear in mind. Financial market participants will have the possibility to publish a statement that they do not take adverse impact of their investment decisions on sustainability factors into account. 36 months after entry into force all companies with 500 or more employees will no longer be able to explain why they do not take into account such adverse impacts of their investment decisions on sustainability factors. The working group believes it is important to ensure a balanced approach that does not needlessly deter financial market participants and financial advisers from opting to disclosue under this comply or explain regime.
Those firms and advisers who will publish statements on their due diligence policies regarding the principal adverse impacts of their investment decisions will need to consider how to disclose this information in line with the RTS. 
The Joint Committee working groups’ preferred approach aim to strike a balance between the cost and complexity of implementation and the usefulness of disclosures for investors. The working group believes that in order for the adverse impact disclosures to be meaningful, some minimum common elements of disclosure are necessary to include for all financial market particiapnts and financial advisers without a fully harmonised template with all fields exactly the same.
The issue of sustainability indicators is a central part of the adverse impact disclosure process. Climate and other environment related adverse impacts require specific sustainability indicators, for example in the form of CO2 use. In consultation with the EEA and JRC the working group has proposed a minimum set of such indicators in the Annex I to the draft RTS in Section 4 above. Other climate and environment related indicators could be used on an optional basis, as outlined in Annex II of the draft RTS. Regarding social and employee matters, the working group believes that sustainability indicators in this field should also be used on an optional basis from Annex II. 
The impact of introducing systems and process to report the principal adverse impacts and the actions taken and planned may be significant, depending on the size of the investments undertaken and the kinds of exposures the investments are in (e.g. sectors, countries). In this regard, the working group notes the work done by the European Commission in its impact assessment on the proposal for a Regulation in 2018. The Commission asked in its public consultation about the additional costs of integrating ESG considerations, to which respondents with one excecption chose the lowest range of costs. Furthermore, in the Commission’s targeted interviews, of the six firms that provided numbers on the perspective costs of ESG integration, For the small entities, the additional cost ranged from EUR 80 000 to EUR 200 000 per year (for buying external data, doing additional internal research, engagement with companies etc.), i.e maximum 0.0001 % of AuM (by way of comparison, the total cost for an equity fund is around 2 % per year (based on a study by Deloitte). The highest relative additional cost the Commission received was 0.0003 % of AuM per year (for a player with EUR 72 billion AuM).
The working group believes that the integration of ESG considerations to disclose adverse impacts and actions taken will not be disproportionately high. The approach of requiring a small set of mandatory indicators for the assessment and allowing the further tailoring of the assessment against an optional set of indicators strikes the right balance between the need to create a harmonised regime and the practicability of implementation.
ii. Impact assessment for pre-contractual product disclosure (Articles 8 and 9 SFDR)
1. [bookmark: _Hlk22203064]Procedural issues and consultation of interested parties
According to ESAs’ Regulation, the ESAs conduct analysis of costs and benefits when drafting regulatory technical standards. The analysis of costs and benefits is undertaken according to an Impact Assessment methodology. The draft RTS and its impact assessment are subject to public consultation. The ESAs were also asked to seek input from the European Environment Agency and the Joint Research Centre of the European Commission, which has been done for this RTS.
2. Problem definition
According to Articles 8 and 9 of the SFDR, the ESAS must develop through the Joint Committee draft regulatory technical standards specifying the content, methodologies and presentation of information to be disclosed in sectoral pre-contractual information to show:
· how a product with environmental or social characteristics meet those characteristics or if an index has been designated as a reference benchmark, whether and how that index is consistent with those characteristics, and 
· where a product has sustainable investment objectives and has a designated index as a reference benchmark, how that index is aligned with the sustainable investment objective and an explanation as to why and how that designated index aligned with the objective differs from a broad market index. 
[bookmark: _Hlk22751137]The general purpose of introducing requirement to provide pre-contractual disclosures is to ensure transparency in the promotion of environmental or social characteristics and to ensure that end-investors receive a fair, clear and concise information prior to contracting for a financial product. 
Baseline scenario 
[bookmark: _Hlk22832566]In developing the options below, the baseline scenario is the situation where the SFDR applies, but where there is no RTS to further specify the obligations that Articles 8 and 9 of the SFDR impose. In pratical terms, this  means that there would be no harmonised rules specifying the content, methodologies and presentation of information to be disclosed in pre-contractually. 
3. Objectives
The overall objective of the RTS is to ensure that the presentation and content of the information provided in Article 8 and Article 9 of the SDFR is harmonised both in terms of content and presentation.
4. Policy options
Adverse impact - Policy issue 1: The level of disclosure 
Option 1.1: High level principles for disclosure
Option 1.2: Common minimum standards on disclosure 
Option 1.3: Detailed rules on all information
	Policy option 1:  High level principles for disclosure

	Pros
	Cons

	Easier to implement across range of different products subject to different sectoral requirements
	Reduces comparability of products due to widely differentiated statements

	Understandable even for investors with lower financial literacy
	Potentially limited detailed information about adverse impacts across investors

	
	Potential for circumvention

	Policy option 2: Common minimum standards on disclosure (preferred option)

	Pros
	Cons

	Allows for a base level of comparability 
	More resource intensive to implement 

	Allows for some tailoring of approach to specificities of products
	Some risk might not be considered due to minimal requirements

	Policy option 3: Detailed rules on disclosure of all adverse impacts and all actions taken in the same format

	Pros
	Cons

	Greatest level of granularity would allow detailed information for investors
	[bookmark: _Hlk22736147]Resource intensive and expensive for financial market participants and financial advisers

	
	Extensive disclosure could significantly increase the amount of information provided to end-investors and make the information gathering process more difficult for them 


Adverse impact - Policy issue 2: Relevance of prescribing a mandatory template for pre-contractual disclosure
Option 2.1: No template 
Option 2.2: A non-binding template
Option 2.3: Mandatory template
	Policy Option 1: No template

	Pros
	Cons

	Allows for flexibility to adapt to products specificities
	Reduces comparability of products due to widely differentiated statements

	
	Enables different levels of information 

	Policy option 2: A non-binding template

	Pros
	Cons

	Expected to harmonise display and content while enabling some flexibility
	Benefits will depend heavily on the ability of financial market participants to voluntarily use the template

	Policy option 3: Mandatory template (Prefered option)

	Pros
	Cons

	Offers a standardised framework and a level playing field for financial market participants and financial advisers  
	Rigid framework for firms

	Allows for full comparibility of products for investors 
	


5. Analysis of impact
[bookmark: _Hlk22745734]The Joint Committee preferred approach is to focus on the efficiency of the information passed to end-consumers and notably its ability to compare information provided in relation to different products. 
The working group considered the option consisting in enacting high level principles for disclosure but decided to discard it as it could potentially go against the aim of the Level 1 text. Setting detailed rules on all information was also discarded as it was likely to be resource intensive and expensive for financial market participants and financial advisers with limited added value for end-investors as compared to a the solution consisting in setting minimum standards. 
Setting minimum standards will allow a base level of comparability and some tailoring of approach to specificites of products while ensuring that end-investor receive a level of information sufficient for the purpose of its decision making process. 
The working group has also considered the relevance of requiring financial market participants and financial advisers to comply with a mandatory template for disclosure. While the Joint Committee has consistently tried to strike a balance between the objective of enabling comparability and the constraints for firms, it reached the conclusions that requiring a mandatory template was the better policy options to allow comlparability and offer a level playing field for firms. 
iii. Impact assessment for website product disclosure (Articles 10 SFDR)
1. Procedural issues and consultation of interested parties
According to ESAs’ Regulation, the ESAs conduct analysis of costs and benefits when drafting regulatory technical standards. The analysis of costs and benefits is undertaken according to an Impact Assessment methodology. The draft RTS and its impact assessment are subject to public consultation. The ESAs were also asked to seek input from the European Environment Agency and the Joint Research Centre of the European Commission, which has been done for this RTS.
2. Problem definition
Article 10 of the SFDR empowered the ESAs to develop through the Joint Committee draft regulatory technical standards specifying the content and presentation of information to be disclosed on the entity’s website on (i) the environmental or social characteristics or the sustainable investment objective of Articles 8 and 9 products and on (ii) the methodologies used to assess, measure and monitor these characteristics or objectives.
[bookmark: _DV_C104][bookmark: _DV_M67][bookmark: _DV_C105][bookmark: _DV_M68][bookmark: _DV_C107][bookmark: _DV_M69]The general purpose of introducing website disclosure obligations is to enhance transparency and properly inform end-investors about  the sustainability-related impact of their investments in financial products with environmental or social characteristics or financial products which pursue sustainability objectives. Recital 24 of the SFDR provides that it was appropriate to “set out more specific and standardised disclosure requirements with regard to such investment”.
Baseline scenario 
[bookmark: _Hlk22832616]When analysing the impact of the proposed measures, the baseline scenario consists in a situation where there are no harmonised rules on the content and presentation of information to be disclosed under Article 10 of the SFDR. Financial market participants would then be able to disclose the relevant information at their discretion.  
3. Objectives
The overall objective of the RTS is to ensure that the financial market participants and financial advisers disclose relevant information to allow end-investors to make informed decisions in relation to financial products promoting, among other characteristics, environmental and social characteristics and products with a sustainable investment objective.  
The measures adopted aim to ensure a greater products comparability across the EU for end-investors. End-investors should be able to rely on meaningful information easily accessible on the website of financial market participants on how Articles 8 and 9 products meet their environmental and social characteristics or their sustainable investment objectives. 
4. Policy options
Policy issue 1:  The level of disclosure 
Option 1.1:  High level principles for disclosure
Option 1.2:  Common minimum standards on website product disclosure 
Option 1.3:  Detailed rules on all information
One of the important choices the Joint Committee had to consider in developing the draft RTS for this Consultation Paper is the level of disclosure required. The level 1 text specifies that financial market participants are required to disclose “a description of the environmental or social characteristics or the sustainable investment objective” as well as “information on the methodologies used to assess, measure and monitor the environmental or social characteristics or the impact of the sustainable investments selected for the financial product (…)”. In this context, the Joint Committee working is of the view that the level of disclosure should be more than only high level statements. This is in line with the Level 1 text which requires that the information should be published “in a way that it is accurate, fair, clear, not misleading, simple and concise”
However, three options were considered in relation to the level of disclosures under Article 10 SFDR. Option 1 consists in setting high level principles that financial market participants and financial advisers should respect when disclosing. It is contentious to the extent that it requires only a “statement” type disclosure to fulfil the requirements stated above. Option 2 consists in requiring some common elements but to leave tailoring up to financial market participants. The latter is the preferred approach. Finally, option 3 would be to impose detailed website disclosure. In addition to being the most resource intensive, it might also entail the risk of ignoring the provision of Article 10(2) whereby the RTS should take into account the various types of financial products, their characteristics and objectives as referred to in paragraph 1 and the differences between them.
	Policy option 1:  High level principles for disclosure

	Pros
	Cons

	Easier to implement across range of different actors and portfolios
	Reduces comparability of products due to widely differentiated statements

	Understandable even for investors with lower financial literacy
	Potentially limited detailed information across investors

	
	Potentially not allowed under Level 1, could lead to circumvention.

	Policy option 2:  Common minimum standards on website product disclosure (preferred option)

	Pros
	Cons

	Allows for a base level of comparability between operators
	More resource intensive to implement 

	Allows for some tailoring of approach to specificities of products
	Some risks might not be considered due to minimal requirements

	Policy option 3:  Detailed rules on all information

	Pros
	Cons

	Greatest level of granularity would allow detailed information for investors
	The most resource intensive and expensive for financial market participants and financial advisers

	Easier to supervise 
	Potentially not taking into account Level 1 proportionality language


[bookmark: _Hlk22735437]Policy issue 2: The presentation requirements of the information disclosed on the website
Option 2.1:  No format requirements
[bookmark: _Hlk22806935]Option 2.2: A common summary format with a pre-determined maximum length  
Option 2.3: A standardised disclosure template
The second subparagraph of Article 10(1) of the SFDR provides that the information disclosed should be “clear, succinct and understandable to investors”. The working group is therefore of the view that financial market participants should not only be required to disclose information in accordance with Article 10 (1) but also to respect some common standards in relation to the format. 
The Joint Committee considered three options with regard to the presentation requirements of the website disclosure under Article 10. Option 1 would be not to set presentation requirements and therefore, to leave freedom to financial market participants on how the information should be disclosed. Option 2 would follow an intermediate approach consisiting in requiring the information to be presented in a common summary format with a pre-determined maximum length. This option intended to enhance harmonization of disclosures across products and is the preferred option of the Joint Committee working group. Option 3 would be to develop a standardized disclosure template that would have to be filled out and published by financial market participants.  
	Policy Option 2.1:  No format requirements

	Pros
	Cons

	Easier to implement for financial market participants and financial advisers
	Reduces comparability of products due to heterogeneous disclosure formats 

	Allows for some tailoring of approach to specificities of products
	Might not be in adequation with Level 1 which requires that disclosure be accurate, fair, clear, not misleading, simple and concise.

	Policy option 2.2:  A common summary format with a pre-determined maximum length  

	Pros
	Cons

	Expected to enhance disclosure harmonisation, improving the  understandability for investors
	Potentially more demanding for financial market participants and financial advisers to implement

	Allows for some tailoring of approach to specificities of products
	

	Policy option 2.3:  A standardised disclosure template

	Pros
	Cons

	Allows full comparability of products for end-investors
	Rigid framework for financial markets participants

	Offers a standardized framework and a level playing field for firms
	Expected to be the most expensive option for financial market participants and financial advisers

	
	Difficulties in prescribing a specific model for each type of products

	
	Potentially not taking into account Level 1 proportionality language


5. Analysis of impact
[bookmark: _Hlk22806806]The Joint Committee preferred approach is to focus on the efficiency of the information passed to end-consumers and notably its ability to compare information provided in relation to different products. 
The Joint Committee considered the option consisting in only enacting high level principles for website disclosures but decided to discard it as it could potentially go against the aim of the Level 1 text. Setting detailed rules on all information was also discarded as it was likely to be resource intensive and expensive for financial markets participants while offering limited added value to end-investors as compared to the solution consisting in setting minimum standards. 
Setting minimum harmonised rules will allow a base level of comparability and some tailoring of approach to specificites of products while ensuring that end-investor receive a level of information sufficient for the purpose of its decision making process. 
The Joint Committee has also considered the relevance of requiring firms to comply to a mandatory template for website disclosure. However, the working group is of the view that requiring financial market participants to publish the information to be disclosed in a free summary format would be the best policy option since it allows to strike a balance between the objective of enabling comparability and the constraints for firms. 
The impact of introducing systems and process to publish on their website information on how relevant products meet environmental or social characteristics or sustainable investment objectives in a summary format should be very limited for financial market participants. The Joint Committee believes that the reporting requirements set out in Articles 8 and 9 will ensure access to sufficient high-quality information while the requirement of disclosing in a summary format should not be overly burdensome for financial market participants.  The Joint Committee also notes that the requirements introduced by Article 10 of the SFDR might entail additional IT costs but is of the view that these should remain relatively low.   
iv. Impact assessment for periodic product disclosure (Articles 11 SFDR)
1. Procedural issues and consultation of interested parties
According to ESAs’ Regulation, the ESAs conduct analysis of costs and benefits when drafting regulatory technical standards. The analysis of costs and benefits is undertaken according to an Impact Assessment methodology. The draft RTS and its impact assessment are subject to public consultation. The ESAs were also asked to seek input from the European Environment Agency and the Joint Research Centre of the European Commission, which has been done for this RTS.
2. Problem definition
In accordance with Article  11 of the SFDR, the ESAs must develop through the Joint Committee draft regulatory technical standards specifying the content, methodologies and presentation of information to be disclosed in periodic reports through sectoral legislation specifying how relevant products met their environmental or social characteristics and the overall sustainability-related impact of products with sustainable investment objectives, including those with an index designated as a reference benchmark.
The general purpose of introducing a requirement for financial market participants which consider the principal adverse impacts of investment decisions on sustainability factors firms to provide periodic reporting is to update regularily end-investor on the information provided at the pre-contractual phase and on the basis of which they have decided to acquiere a financial product.
Baseline scenario 
[bookmark: _Hlk22832796]In developing the options below, the baseline scenario refers to the situation where the SFDR applies but where no RTS provides further guidance on the content, methodologies and presentation of information to be disclosed under Article 11 of the SFDR. Financial market participants would then be able to disclose periodically as they see fit. 
3. Objectives
The overall objective of the RTS is to ensure that the presentation and content of the information provided in the context of the periodic reporting is harmonised both in terms of content and presentation and addresses the objectives set in the level 1 text. 
4. Policy options
[bookmark: _Hlk22741084]Policy issue 1 : Relevance of prescribing a mandatory template for periodic product disclosures
Option 1.1: No template for periodic product disclosures
Option 1.2: A non-binding template for periodic product disclosures
Option 1.3: Mandatory template for periodic product disclosures
	Policy Option 1.1: No template for periodic product disclosures

	Pros
	Cons

	Allows for flexibility to adapt to products specificities 
	Reduces comparability of products in end-investor portfolio 

	Easier to combine with sectoral reporting requirements
	Enables adjustments of information to end-investor needs 

	Policy option 1.2: A non-binding template for periodic product disclosures

	Pros
	Cons

	Expected to harmonise dispay and content while enabling some flexibility
	Harmonisation will depend heavily on the willingness of firms to voluntarily abide to the template

	Policy option 1.3: Mandatory template for periodic product disclosures

	Pros
	Cons

	Offers a standardised framework 
	Rigid framework for financial markets participants

	Allows for full comparibility of products within end-investors portfolio
	


Policy issue 2: Granularity of disclosures 
Option 2.1: High level periodic disclosures 
Option 2.2: Mid-range approach for periodic disclosures
Option 2.3: Granular approach for periodic disclosures
	Policy option 2.1: High level periodic disclosures 

	Pros
	Cons

	Easier to implement for financial markets participants
	Limited information for end-investors

	Understandable even for investors with lower financial litteracy
	Potential for circumvention.

	Policy option 2.2: Common minimum standards on identification and disclosure of adverse impacts (preferred option)

	Pros
	Cons

	Allows for a base level of comparability between operators
	More resource intensive to implement 

	Allows for some tailoring of approach to specificities of products
	Some risk might not to be considered due to minimal requirements

	Policy option 2.3: Detailed rules on disclosure of all adverse impacts and all actions taken in the same format

	Pros
	Cons

	Greatest level of granularity would allow detailed information for investors
	Possibly the more resource intensive and expensive for financial market participants and financial advisers


5. Analysis of impact
As for pre-contractual disclosures, the Joint Committee’s preferred approach is to focus on the efficiency of the information passed to end-consumers and notably its ability to compare information provided on a periodic basis in relation to different products. 
As for pre-contractual disclosures, the relevance of requiring firms to comply with a mandatory template for periodic disclosure was considered. In light of the policy option selected in relation to pre-contractual disclosure, it appears relevant to require a mandatory template as well for periodic disclosure. As for pre-contractual disclosures, this option is also favoured because it allows comlparability between products and offer a level playing field for for financial markets participants. 
The Joint Committee considered the option consisting in enacting high level principles for disclosure but decided to discard notably because it would not be alingned witgh the information provided during the pre-contactual phase. Setting detailed rules on all information was also discarded as it was likely to be resource intensive and expensive for financial markets participants with limited added value for end-investors as compared to a the solution consisting in setting minimum standards. 
Setting minimum harmonised rules will allow a base level of comparability while enabling, to an extent, tailoring of approach to specificites of products.
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