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[bookmark: _Toc280628648]Responding to this paper 
The European Supervisory Authorities (ESAs) invite comments on all matters in this consultation paper on ESG disclosures under Regulation (EU) 2019/2088 on sustainability-related disclosures in the financial sector (hereinafter “SFDR”) and in particular on the specific questions summarised in Section 3 of the consultation paper under “Questions to stakeholders”. 
Comments are most helpful if they:
contain a clear rationale; and
describe any alternatives the ESAs should consider.
When describing alternative approaches the ESAs encourage stakeholders to consider how the approach would achieve the aims of SFDR.

Instructions
In order to facilitate analysis of responses to the Consultation Paper, respondents are requested to follow the below steps when preparing and submitting their response:
Q1 Insert your responses to the questions in the Consultation Paper in the present response form. 
Q2 Please do not remove tags of the type <ESA_QUESTION_ESG_1>. Your response to each question has to be framed by the two tags corresponding to the question.
Q3 If you do not wish to respond to a given question, please do not delete it but simply leave the text “TYPE YOUR TEXT HERE” between the tags.
Q4 When you have drafted your response, name your response form according to the following convention: ESA_ESG_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESA_ESG_ABCD_RESPONSEFORM.
Q5 The consultation paper is available on the websites of the three ESAs and the Joint Committee. Comments on this consultation paper can be sent using the response form, via the ESMA website under the heading ‘Your input - Consultations’ by 1 September 2020.
Q6 Contributions not provided in the template for comments, 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 (EU) 2018/1725[footnoteRef:2]. 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. [2:  Regulation (EU) 2018/1725 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 23 October 2018 on the protection of natural persons with regard to the processing of personal data by the Union institutions, bodies, offices and agencies and on the free movement of such data, and repealing Regulation (EC) No 45/2001 and Decision No 1247/2002/EC, OJ L 295, 21.11.2018, p. 39.] 





General information about respondent

	Name of the company / organisation
	PIMFA
	Activity
	Other Financial service providers

	Are you representing an association?
	☒
	Country/Region
	UK


Introduction
Please make your introductory comments below, if any:

<ESA_COMMENT_ESG_1>
Thank you for the opportunity to respond to the ESMA, EBA and EIOPA Joint Consultation Paper on ESG Disclosures arising from Article 2a, Article 4(6) and (7), Article 8(3), Article 9(5), Article 10(2) and Article 11(4) of Regulation (EU) 2019/2088.

The Personal Investment Management and Financial Advice Association (PIMFA) is the UK’s leading trade association for firms that provide investment management and financial advice to everyone from individuals and families to charities, pension funds, trusts and companies.

We understand the scale of the challenge in moving to a sustainable economic model and replacing a product and service range with new sustainable finance centric products and service.  Our sector is very keen to engage, change and make the fullest contribution to the discussions and consultations which will achieve this.

PIMFA is conscious that perhaps the current focus on environmental (E) activities could be at the cost of not appreciating the importance of developing similar approaches for social and governance (S & G) issues, which in turn creates space for unintended inconsistencies in these issues.

Included in our priorities in this debate would be ensuring transparency and disclosure leads to more consistency given that gathering and reporting data relating to ESG factors has become a major issue for our member firms, as they seek to plan how to integrate ESG factors into their stewardship, investment and advice processes. 

There is a clear business case for ESG disclosure and reporting for investors and firms as it can help investors and retail firms better understand underlying material ESG risk as well as the opportunities.  However, there is no one answer or set of data points that should populate a single framework capable of meeting the needs of all users with an interest in mapping ESG data. 

The variety of firms and products within financial services sector make it innovative enough to rise to this challenge. 

As part of the wider debate on ESG disclosures, we would be supportive of an approach that required the disclosure of standardised ESG information at a basic level that can complement more customised reporting, similar to how accounting has specific disclosure standards. 

Although there is growing empirical data to show that sustainable investing can generate positive investment returns when compared to mature alternative investment choices, it still seems likely simply repeating that fact is unlikely to make people accept it.  Our sector would support a framework that addresses any discrepancies in ESG analysis, disclosure and rating frameworks in order to facilitate the new sustainable finance pathways needed to deliver more to meeting our climate related goals and for those savings and wealth creators who understand their businesses do not operate in a vacuum set aside from environment, economical and societal consequences. 






Some of the wider conversations that still need to take place should address:

1. The issues that arise from relying too much on information published by and/or provided directly by the firms being assessed, or by publications that forward publish corporate communications.  This is a problem to address because firms with difficult ESG issues might be more inclined to communicate selectively on those issues.

1. Focus assessment on management policies and processes and not only the ESG impacts and outcomes of the firms being reviewed.  

1. Assessing firms with a downside risk framework and focusing on managing negative external factors can result in reputational damage or legal action. This creates a problem as it doesn’t take into account which firms are creating social or environmental value for society, especially where investment and economic activity undertaken by that firm in certain locations or circumstances might imply greater potential for both positive and negative impacts.

1. There is a limited framework within which to understand increasingly complex and evolving issue of corporate responsibility, and might result in combining issues that might not end up being treated equally, leading to a risk of not addressing cultural bias of the organisation assessing the data and the individual analysts.

1. Conflating the materiality of ESG issues for the financial performance of investments and the materiality of those issues impacts on stakeholders and society, while some assessment can be based on financial materiality and others could involve more moral judgements. In both cases the credibility and accountability of those judgements are in doubt.

1. Without a clear and full ESG framework (not just a heavy focus on one aspect) covering all the issues fairly with suitable weighting, there could be a risk of not integrating ESG analysis products and ratings into mainstream financial analysis of products and ratings that firms and owners offer to consumers, given the commercial interest in maintaining a full range of different services and products. 

Some of our specific comments relate to complexity and range of the financial activities of our member firms, as there is a challenge to precisely match the outcomes intended from the Article obligations in the SFDR and the RTS onto specific activities and we see some gaps that may need flexibility or further clarification.

For example, in terms of the year-end snapshot of PAI compared to the reference period, should the PAI statement be reflective of what the entity is invested in as-at (e.g.) 31 December 2021, or if it needs to consider anything that the entity has invested in between (in this example) 10 Mar 2021 (ie the date on which the PAI were first considered) and 31 Dec 2021, and not referring to the customer’s timeline. 

This is an important distinction for portfolio managers and for other FMPs because, at year end, if they have exited positions in Company A does that mean they do not need to include the PAI of Company A in the disclosure statement?  The answer is not clear.







However, if it is expected to include all investments throughout the reference period, then calculating (e.g.) “Share of investments in investee companies with sites located in areas of high water stress” becomes even more of a challenge, as firms need to understand the aggregated share that Company A made up of the average AUM that the entity invested, before doing the PAI metric calculation.  

For example, is compliance with SFDR Art 4 from June 2021 also mandatory for small subsidiaries (<500 employees) of a “large group”?

Art 4, paragraph 4, only mentions the parent undertaking of a large group. Together with Art 4, paragraph 3, this suggests that smaller subsidiaries have the choice whether to comply or explain on Art 4 even after June 2021 – and it would be helpful for the ESAs to provide clarity. 

In addition, thinking on the exact thresholds for Art 8/9 products – is it enough, to decide that a product is Art 8, then to ensure the required processes is in place to make the required disclosures. Or does a firm need to reach a certain level of sustainable / contributing investments which then need to disclose visually according to draft RTS Art 15?   For example, especially in the beginning, a firm may decide it has an Art 8 product but when it comes to reporting it might need to show very low numbers for “sustainable” and “contributing” investments due to a lack of data, which is not ideal but what is the alternative?

A follow-up is what exactly qualifies as “sustainable investments” (RTS Art 15, 2a, i) and “investments that contribute to the attainment of the environmental or social characteristics promoted by the financial product” (RTS Art 15, 2a, ii)

If a firm invest only in funds, would it need to rely on the info provided by the funds on whether they are “sustainable investments” (to assume this equals Art 9) or “contributing investments” (to assume this equals Art 8) and for the latter to what exactly they contribute. Or could / would it need to review the underlying units of those funds itself in order to determine whether a fund invested in is a sustainable or a contributing investment?

As the RT do not completely touch on the full E, S and G spectrum, we would argue that a higher degree of flexibility when policing the application of the RTS as they apply now is warranted and that flexibility, and a degree of pragmatism, will be beneficial when the RTS framework is extended across the wider E, S and G topics given the degree of difference and range of choice provided by the financial services sector.  

Again, thanks for you for the opportunity to submit our view and if you have any queries about our response, please do not hesitate to contact us: we would be happy to discuss and provide further information.<ESA_COMMENT_ESG_1>

· 
: Do you agree with the approach proposed in Chapter II and Annex I – where the indicators in Table 1 always lead to principal adverse impacts irrespective of the value of the metrics, requiring consistent disclosure, and the indicators in Table 2 and 3 are subject to an “opt-in” regime for disclosure??
<ESA_QUESTION_ESG_1>
PIMFA welcomes the opportunity to comment and agrees with the aspiration to pivot the economy to a more sustainable model and we are aware of the important role the financial sector will play in achieving that aspiration. 

However, we are aware of the risk that moves in that direction may not evolve at a consistent rate and there may be divergence between the implementation of rules relating to the taxonomy and other regulations like MIFID and NFRD requirements. 

At this stage in the evolution of new sustainable finance related regulations, we are conscious of the understandable lack of data. As a result, we would be hesitant to agree that the approach being taken in the RTS regarding standardisation is where it needs to be.  We are also conscious of the lack of more detail on the benefits for recipients of the information required by the disclosures and the time scale as mapped out that would place an undetermined burden on financial market participants.

Our sector is invested in making a full contribution to the move to a sustainable economy and the role of disclosures required to change attitudes. We would feel more comfortable with an acceptance from the ESAs of the challenge this places on firms and participants and feel there is value in highlighting some of the areas we would argue still need further development. 

Adverse Impact Indicators

These are a new concept and there is further thought to be engaged on to ensure an agreed understanding on what their objective is across the sector and what outcomes are sought.  It seems they focus on investee firms not the investor.  It’s not clear that adverse sustainability impacts (ASIs) will correctly advise on negative aspects of investments and do so at the expense of the positive steps being taken by those same investments such as better stewardship or applying transition pathways.   We would welcome more engagement and guidance relating to the meaning of adverse impacts.

Data

Our feedback would be there is no yet sufficient ESG data to match the requirements of the RTS, especially from fund to fund which is understandable given there is no international or consistency agreed standards for the required granularity that would make ESG data have more value.  This raises a few concerns that we would welcome more communication about such as:

The NFRD is due to be revised to take account of relevant sector and regulatory changes, so perhaps building in more flexibility for the indicators could be welcome and prudent compared to rigid requirements. 

We would argue that ESG data should be standardised and presented in a way that imposes the least burden on those using that data and the proposal for the PAI may not be the most suitable and instead more thoughts may be required on how best to standardise how the data is gathered and how it is made available to users.

It is also relevant to point out that the regulations apply for firms operating in the EU and while Article 8 of the taxonomy places obligations on participants to make disclosures there is no agreed international obligation metric.


Materiality

It seems the approach taken by the RTS is to apply generic standards rather than address the risk of the product or service in meeting sustainability objectives and risk will vary significantly across the sector depending on the consumer objectives and the product or service range.  Article 6(d) requires a materiality assessment and a risk based assessment and we feel this is a more appropriate method to apply to principle adverse impact (PAI) disclosures.  

 Clarity and Timing

We would comment that the bridge between the Taxonomy and the Disclosures RTS should be clearer and an action plan started to address inconsistencies and you will be aware this relates to the Do No Significant Harm (DNSH) principle.  In the RTS it seems the outcome is that all investments will need a PAI but this is not the case for the Taxonomy, where the DNSH is within defined limits with regard to the negative outcomes from economic activities.  The PAI and the DNSH requirements are meant to reach a similar outcome then the methodology should be consistent.  If the DNSH offers mitigation on one issue then that same mitigation factor should be included in the PAI. 

The Regulation will apply from 10 march 2021, subject to any agreed deferral but it is reasonable that the Level 2 requirements will still be incomplete by then so the RTS may come into force while the NFRD is also up for review and the RTS will place various requirements on firms, which may subsequently change at a later date when firms are expected to have the data available. We wonder if it would be more beneficial for indicators to be s to be an opt-in and if there is an option for proportionality based on how much of a portfolio the asset comprises.

There is also a concern at the value to consumers to the disclosure of data. We understand the rationale for requiring data to be available but there is a doubt that it will add value to product or service or that it will add to the financial literacy of consumers, and it seems reasonable to query the benefit of ever increasing disclosure for the sake of disclosure and quantifying what the benefit to the end user is, if at all.
<ESA_QUESTION_ESG_1>

· : Does the approach laid out in Chapter II and Annex I, take sufficiently into account the size, nature, and scale of financial market participants activities and the type of products they make available?
<ESA_QUESTION_ESG_2>
PIMFA understands the challenges in designing a generic methodology but is vary of such an approach given the differences in business models and product and service features across such a diverse sector as financial services and raise the issue of proportionality.

The outcome sought, as we understand it, is for market participants and advisers to address sustainability risk and consider ‘adverse’ sustainability factors in investment choices.  It seems reasonable to ask about the merits of a proportional approach depending on the market footprint of a participant. The burden for complying with the disclosure requirements will be an issue for smaller participants and it seems this consultation provides an opportunity to review the value for the public of certain disclosure requirements and the means through which those disclosures are obtained and the impact of those efforts and in what way it detracts from other more beneficial work streams where participants have limited bandwidth. 

PIMFA would also ask that articles that seem to duplicate ‘the ask’ (articles 3 to 6 of SFDR) are reviewed, as the requirement may place an unwarranted requirement on some advisers. 

We fully support the noble intentions of the SFDR and the outcomes sought but wonder if the scope of the regulation (article 4) requiring advisers to publish and maintain data on their websites relating to the scale of their activity and the products they advise in regard to adverse impacts on sustainability factors. But RTS article 12 asks advisers for a detailed ‘statement’ on whether the adviser ranks their product choices based on principal adverse impacts in Table I Annex I. It seems this is a bit onerous and may discourage advisers from steering clients toward more sustainable choices for their investments
<ESA_QUESTION_ESG_2>

· : If you do not agree with the approach in Chapter II and Annex I, is there another way to ensure sufficiently comparable disclosure against key indicators? 
<ESA_QUESTION_ESG_3>
Table I should be voluntary in our opinion at least whilst other related regulations are under review and regulations converge, as this provides an opportunity for the relevant ESG data to be available in a reliable and consistent format and there is a case to argue that a central ESG register would add value. 

Not every investment will be relevant for an adverse impact so the PAI should really focus on the most relevant material holdings in an asset.  We would argue that standardisation, might seem inconsistent with wider choice, but instead that it will enable easier comparison among a wide range of users and will build consumer confidence.

It would be reasonable that ESG data required to meet the requirements under SFDR and used in PAI data for participants should be made available by the investee company itself as required to by the NFRD.  It doesn’t seem that buying ESG data or keeping records is the most efficient use of resources, time or effort of participants and advisers when there are suitable alternatives. And again we would draw the conversation back to a central register of relevant ESG data that can be publicly available and free of charge, on the grounds that the data is required under the NFRD and should therefore be available to those seeking to meet the needs of the SFDR relating to ESG.

We understand complete information is not always available (as acknowledged in Article 7) from investee firms and this present a challenge to completing PAIs so we would make the point again that phasing in so that participants can compile disclosures that add value. 

PIMFA would feel  there is merit in a ‘reasonable endeavour’ regulatory principle as given there is already agreement that not all data points can be completed, this would avoid a tick-box approach to meeting the regulatory requirement and provides a degree of flexibility to adjust and adapt to real world unintended outcomes that are more easily resolved because of that flexibility and for the ESAs to learn from where a rigid approach was taken previously, which in turn led to a range of unintended consequences and avoidable challenges across the sector to meet the letter and spirit of other market regulations within MiFID for example. 

PAI disclosures could instead be mandated to follow materiality on the portfolio relating to investment volumes within it and this would allow participants to focus on the most pertinent factors without risking the task being so difficult it means participants steer clear form advising diversified portfolios to their clients and this approach can be disclosed by participants.

The flaws I the disclosures metric framework can be solved by updating the NFRD which will improve the information disclosed by investee companies and some can be mandatory to move the market such as carbon disclosures and energy performance as that is where the change required will stem from in the most material sense.
<ESA_QUESTION_ESG_3>

· : Do you have any views on the reporting template provided in Table 1 of Annex I?
<ESA_QUESTION_ESG_4>
The summary in Article 5 doesn’t add value or disclose new information from what we can determine and adds unnecessary duplication.

As mentioned before we argue that a risk based assessment has merit in terms of materiality as the identified areas for adverse impacts are not the same in value terms for all participants for a PAI via the SFDR. The 32 indicators are not all crucial and it would be unfortunate if the standardised approach led to an excessive burden on participants without the value of that burden for end users being taken into account.  Is there a risk that a lot of effort goes into gathering a lot of data that is not used for any substantive purpose and over time the opportunity to use data to foster change has been lost. 

We agree that the reference in Article 10 on disclosing responsible business conduct codes and international standards relating to due diligence and for reporting is valid but it’s not clear that firms have the expertise to include forward looking climate change data that would be of a sufficiently high enough quality to be trusted by users of that data and given the nature of such bold statements ono future unquantifiable changes may expose firms to legal risk which we would like to see eliminated. 

We still have concerns that the end user of this data, the consumer specifically, need to properly and accurately understand the data and make informed decisions based on the correct understanding and we feel there is still merit to tailoring sustainable information with the end user in mind.
<ESA_QUESTION_ESG_4>

· : Do you agree with the indicators? Would you recommend any other indicators? Do you see merit in including forward-looking indicators such as emission reduction pathways, or scope 4 emissions (saving other companies´ GHG emissions)?
<ESA_QUESTION_ESG_5>
We are not sure that adverse impact assessment is consistent with assessing sustainability which is the vantage point the regulation seeks to move consumers toward. 

It’s difficult to agree that it’s possible to set forward looking criteria without addressing the inability to be certain that criteria applies in reality, which can only be judged with hindsight and the data is not based on quantitative factors given the variables that will affect the data in forward looking scenarios.

Some of the indicators don’t seem to add much to meeting the objective although they provide information that is of interest, it’s not clear for example recording ‘how many instances’ of an event or activity adds value.  PIMFA would make the case that the disclosure requirements should factor in the benefit of the indicators for the end user.  There is a risk that some of the indicators are very complex and not really of value to retail users and there is a case to argue that some indicators could be optional for the RTS as they will be looked at in more detail during the review of the NFRD?
<ESA_QUESTION_ESG_5>

· : In addition to the proposed indicators on carbon emissions in Annex I, do you see merit in also requesting a) a relative measure of carbon emissions relative to the EU 2030 climate and energy framework target and b) a relative measure of carbon emissions relative to the prevailing carbon price?
<ESA_QUESTION_ESG_6>
We see this as a challenge given that there are no NFR rules to follow and this should be addressed as part of the NFRD review.<ESA_QUESTION_ESG_6>

· : The ESAs saw merit in requiring measurement of both (1) the share of the investments in companies without a particular issue required by the indicator and (2) the share of all companies in the investments without that issue. Do you have any feedback on this proposal?
<ESA_QUESTION_ESG_7>
We are not sure what value data on the share of all companies (2) adds and only the share of the investment would seem to be worth compiling and it is also important to be clear what the share of investment indicator is measuring as portfolios will have a range of assets so the calculations will be difficult.

 Again, we would highlight that a non-financial framework is vital to be accurately measure the share of investments and the taxonomy and investee ESG data is probably the more suitable vehicle for the data to be compiled.<ESA_QUESTION_ESG_7>

· : Would you see merit in including more advanced indicators or metrics to allow financial market participants to capture activities by investee companies to reduce GHG emissions? If yes, how would such advanced metrics capture adverse impacts?

<ESA_QUESTION_ESG_8>
As stated above, it would seem reasonable that this level of data is better suited to ESG data from investee companies and within a taxonomy but we again make the case that this disclosure is not mandatory until the entire framework for sustainability finance regulation is in place.
<ESA_QUESTION_ESG_8>

· : Do you agree with the goal of trying to deliver indicators for social and employee matters, respect for human rights, anti-corruption and anti-bribery matters at the same time as the environmental indicators?
<ESA_QUESTION_ESG_9>
We agree measuring this data is important and that there is merit in a full view consideration of all ESG factors that relate to sustainable investments and to understand the impact from these factors but we are also conscious of the challenge for investors to gain access to trustworthy information.
We understand the importance placed on the relevant topics by the EU (and refer to the topics in Q3) and we would suggest the adverse impacts as per Table 1 remain non-mandatory at least until the NFRD review and until more clarity is available on the factors under the remit of the taxonomy (article 218 and 26)
<ESA_QUESTION_ESG_9>

· [bookmark: _Hlk18829484]: Do you agree with the proposal that financial market participants should provide a historical comparison of principal adverse impact disclosures up to ten years? If not, what timespan would you suggest? 
<ESA_QUESTION_ESG_10>
In principle yes but ten years is a long time for comparative purposes in terms of the record burden it places on participants and would argue for a shorter timescale in the region of five years which is more in line with investment horizon timescales. This keeps the value of the data relevant and reduces the impact of record keeping.
<ESA_QUESTION_ESG_10>

· : Are there any ways to discourage potential “window dressing” techniques in the principal adverse impact reporting? Should the ESAs consider harmonising the methodology and timing of reporting across the reference period, e.g. on what dates the composition of investments must be taken into account? If not, what alternative would you suggest to curtail window dressing techniques?
<ESA_QUESTION_ESG_11>
In our view the choice of indicators could give rise to a risk of window dressing and especially if they are not related to verifiable facts. We argue it is vital that there is an agreed understanding if an adverse impact being reached so that indicators are consistent with the ongoing regulatory efforts on the taxonomy and non-financial reporting frameworks.  It is difficult to argue than a more granular approach is warranted and instead while guidance can be clarified, it seems allowing participants more flexibility in applying the regulation and adapting to specific risk profiles is a better approach.

Non-financial reporting standards are crucial to build trustworthy disclosures and they will help minimise greenwashing too and should be included in the NFRD review. 

We would also suggest consistency on the timeline for reporting is addressed given the variety of timelines that apply across the sector but the timeline needs to factor in disclosure periods for investee firms and for investors given the data may be a year out of date by the time an investee applies it but we remain concerned that too much granularity is not beneficial either and a reasonable balance is needed. 

For the PAI statement, the value stems from specific assets held at a certain point in time rather than the investment history and we would have concerns that reports for all assets, even if only held for a short time, is not reasonable and places an unfair burden on participants.<ESA_QUESTION_ESG_11>

· : Do you agree with the approach to have mandatory (1) pre-contractual and (2) periodic templates for financial products?
<ESA_QUESTION_ESG_12>
As mentioned already we are not sure that a sufficient case has been made for how certain disclosures add value, although we understand the attraction of more data being disclosed up to a point.  In the context of MiFID the PRIIPS KID can provide for the inclusion of information that would clarify a product meets sustainability objectives and we would be reluctant to support more mandatory templates but rather that it was optional. 

We would mention it is difficult to see how a single mandatory template could be designed that is sufficient for the entire cross sector range of products and services.  The ESAs raised a valid point in the consultation on the range of documents where sustainability factors are addressed. The Level 1 obligations are a challenge and are best met through applying a flexible system that can respond to real world consequences instead of rigid standards.

The lack of draft templates and the confirmation at the public hearing that these will not be shared before the requirements come into force is understandable but may require an acceptance that more consultation is required at a later stage and again we make the case for flexibility to avoid the ESAs having to deal with avoidable difficulties from taking a prescribed approach.

[bookmark: _GoBack]It would also be interesting to undertake a consumer engagement process to ensure that as well as setting higher level expectations, there is also engagement with the end user whose behaviours in relation to sustainability also need to evolve, and which are harder to change if they do not feel comfortable with the process they experience when getting financial advice but also with regard to the documentation and information they are provided with and it would be beneficial in the long term if lessons from previous experience were taken on board at this earlier stage.  There is plenty of evidence that consumers are put off engaging with financial advice due to issues relating to financial literacy and information overload and we would argue it would be beneficial to collect feedback from consumers to verify that the financial services market understand the objective and practical measures connected to the regulation and their needs are met by it.<ESA_QUESTION_ESG_12>

· : If the ESAs develop such pre-contractual and periodic templates, what elements should the ESAs include and how should they be formatted?
<ESA_QUESTION_ESG_13>
It would also seem reasonable to draw attention to lessons from other statements processes such as PRIIPs and an element of flexibility can reflect the reality of different product features.  It would be welcome if market participants were able to deliver periodic reports to their customers in the most suitable format for the consumer and for the business to meet its requirements.
<ESA_QUESTION_ESG_13>

· : If you do not agree with harmonised reporting templates for financial products, please suggest what other approach you would propose that would ensure comparability between products.
<ESA_QUESTION_ESG_14>
Instead of mandating templates the standards should map out what information has to be shared without specifying the format. The RTS have set out the headings and the order for the information so that at least sets a degree of standardisation that is reasonable. Voluntary guidance could be drafted to set out best practice and a data point for consumers and end users to understand the disclosures could be produced at regulatory level.
<ESA_QUESTION_ESG_14>

· : Do you agree with the balance of information between pre-contractual and website information requirements? Apart from the items listed under Questions 25 and 26, is there anything you would add or subtract from these proposals?
<ESA_QUESTION_ESG_15>
It is welcome that the pre-contractual information is short and concise given the Level 1 comparison.  We mention already our worry that overloading consumers with information diminishes the value of that information and risks the consumer being even less engaged.  Excessive disclosure of information rarely adds value and we would draw attention to our comment that consumer testing on information relating to disclosures could be beneficial. 

More technical information is easier to display on a website (how many people have ever read the dense terms and conditions posted with a credit card, or the online terms before clicking agreed), and if there is a reason why consumers should make the time to read information then a website is probably a better format to devise a format to make that a reality. But in terms of direct provision of information we would take the few that less is more and careful consideration is needed to determine the exact understanding a consumer should take from the information mandated to be disclosed. 

We are not clear if the requirement to use the language of international finance is reasonable and clear language without the use of technical or ‘in-house’ terminology is more suited given the end user the disclosures are intended for. UK products are required to be clear, fair and not misleading and this should extend to the entire range of documentation.  We cannot see that disclosure documents in more technical terms than the marketing documents will engage end users or increase financial literacy. 

To reduce information overload it could be more useful that links to relevant information on the fund provider site can be provided as we would mention it seems there is still a conversation not have about duplication of information and to ensure the burden of collating data is spread fairly so that if a fund provider has the required data, there is no need for the participant to draft that information again in its documentation, which gives rise to the information overload point made previously.
<ESA_QUESTION_ESG_15>

· : Do you think the differences between Article 8 and Article 9 products are sufficiently well captured by the proposed provisions? If not, please suggest how the disclosures could be further distinguished.
<ESA_QUESTION_ESG_16>
It is reasonable that more clarification will be required at the Level 2 stage to be certain when a product qualifies or either definition so firms can meet compliance requirements. 

A product falls under the remit of the Art 8 or 9 definition when the whole product is marketed as sustainable but if a general approach to sustainability is taken then it’s not clear that product falls under the remit of Art 8 or 9.  We would have concerns that consumers will not understand the difference between Art 8 and 9 products. They may misunderstand the warnings and this confusion is avoidable as investors should receive correct information on the specific sustainability characteristics of a product anyway based on the RTS.
<ESA_QUESTION_ESG_16>

· : Do the graphical and narrative descriptions of investment proportions capture indirect investments sufficiently?
<ESA_QUESTION_ESG_17>
Given the wide range of indirect investments (collective investments or derivatives) it is a challenge to give a complete ‘graphical and narrative’ description and we would welcome more consideration on this issue.
<ESA_QUESTION_ESG_17>

· : The draft RTS require in Article 15(2) that for Article 8 products graphical representations illustrate the proportion of investments screened against the environmental or social characteristics of the financial product. However, as characteristics can widely vary from product to product do you think using the same graphical representation for very different types of products could be misleading to end-investors? If yes, how should such graphic representation be adapted? 
<ESA_QUESTION_ESG_18>
As we understand it this requirement would mean that a product in the remit of Art 8 could still have social and environmental objectives and this is not the case?

We refer again to the preference to undertake some research into the usefulness of these descriptions as it could be the case that allocating types of products across financial instructions can be misleading and confusing for the consumer as it’s assuming a level of technical knowledge of the consumer that is unlikely to be the case and the target market for the information seems to have been overlooked.
<ESA_QUESTION_ESG_18>

· : Do you agree with always disclosing exposure to solid fossil-fuel sectors? Are there other sectors that should be captured in such a way, such as nuclear energy?
<ESA_QUESTION_ESG_19>
We note that the taxonomy excludes fossil fuel power generation is not a sustainable activity as defined in the taxonomy and it could be helpful if fossil fuel that is most harmful can be identified where there is an alternative or a transition pathway.  More work is required in our view on how to quantify this information if it has to be provided and what matters firms need to have regard for (ie revenue generated, risk exposure, pathways etc)?
<ESA_QUESTION_ESG_19>

· : Do the product disclosure rules take sufficient account of the differences between products, such as multi-option products or portfolio management products?
<ESA_QUESTION_ESG_20>
We would appreciate more clarity on which RTS articles apply for MOPs that come under the remit of Articles 8 and 9 and the different requirements for MOP manufacturers or providers. 

We also note in more mature portfolios there can be holding that are no longer taking new business and it would be helpful for the ESAs to confirm that there are no disclosures at product level required for these especially where a consumer is switching funds and clarity on the required for closed funds.<ESA_QUESTION_ESG_20>

· : While Article 8 SFDR suggests investee companies should have “good governance practices”, Article 2(17) SFDR includes specific details for good governance practices for sustainable investment investee companies including “sound management structures, employee relations, remuneration of staff and tax compliance”. Should the requirements in the RTS for good governance practices for Article 8 products also capture these elements, bearing in mind Article 8 products may not be undertaking sustainable investments?
<ESA_QUESTION_ESG_21>
Good governance is assessed in a range of ways by market participants that are relevant to the business models of investee firms.  Article 2 of the SFDR is not a complete list and relates to a wider definition so applying an incomplete definition to Article 8 products would more likely be misleading.
<ESA_QUESTION_ESG_21>

· : What are your views on the preliminary proposals on “do not significantly harm” principle disclosures in line with the new empowerment under the taxonomy regulation, which can be found in Recital (33), Articles 16(2), 25, 34(3), 35(3), 38 and 45 in the draft RTS?
<ESA_QUESTION_ESG_22>
The DNSH seems to relate most to economic activity and the connection to sustainability.  But there is a risk of confusion that adverse impact assessments and DNSH could be confused as the latter is risk based.  But we understand the concept and the complimentary nature of each but would request a clearer demarcation between them so avoid confusion.
<ESA_QUESTION_ESG_22>

· : Do you see merit in the ESAs defining widely used ESG investment strategies (such as best-in-class, best-in-universe, exclusions, etc.) and giving financial market participants an opportunity to disclose the use of such strategies, where relevant? If yes, how would you define such widely used strategies?
<ESA_QUESTION_ESG_23>
This might limit the freedom of participants to apply what it considers the most suitable option for its clients and business model.  These options can be defined in pre-contractual information in the standard strategy disclosure section and does not require another layer of information and we argue it is important for advisers and wealth managers to retain the ability to make consumer focused decisions for their clients based on the needs of that client.
<ESA_QUESTION_ESG_23>

· : Do you agree with the approach on the disclosure of financial products’ top investments in periodic disclosures as currently set out in Articles 39 and 46 of the draft RTS? 
<ESA_QUESTION_ESG_24>
In article 46 it states ‘ … a list, in descending order of size of the 25 investments constituting on average the greatest proportion of investments of the financial product during the reference period …’ but we wonder if a lower number is a more reasonable requirement, although we accept the point regarding transparency and it’s not clear how to identify ‘location’ given the structure of products.
<ESA_QUESTION_ESG_24>

· : For each of the following four elements, please indicate whether you believe it is better to include the item in the pre-contractual or the website disclosures for financial products? Please explain your reasoning.
an indication of any commitment of a minimum reduction rate of the investments (sometimes referred to as the "investable universe") considered prior to the application of the investment strategy - in the draft RTS below it is in the pre-contractual disclosure Articles 17(b) and 26(b);
a short description of the policy to assess good governance practices of the investee companies - in the draft RTS below it is in pre-contractual disclosure Articles 17(c) and 26(c);
a description of the limitations to (1) methodologies and (2) data sources and how such limitations do not affect the attainment of any environmental or social characteristics or sustainable investment objective of the financial product - in the draft RTS below it is in the website disclosure under Article 34(1)(k) and Article 35(1)(k); and
a reference to whether data sources are external or internal and in what proportions - not currently reflected in the draft RTS but could complement the pre-contractual disclosures under Article 17. 
 
<ESA_QUESTION_ESG_25>
We agree this information should be provided to consumers and believe is already disclosed.  However, rather than providing these information directly, adding it to website disclosures should be sufficient as it is not clear it’s materiality warrants such a position for disclosure and for the minority to whom it may be relevant, the website disclosure is not an unsuitable location for technical disclosures that meet the transparency objectives of the regulation.
<ESA_QUESTION_ESG_25>

· : Is it better to include a separate section on information on how the use of derivatives meets each of the environmental or social characteristics or sustainable investment objectives promoted by the financial product, as in the below draft RTS under Article 19 and article 28, or would it be better to integrate this section with the graphical and narrative explanation of the investment proportions under Article 15(2) and 24(2)?
<ESA_QUESTION_ESG_26>
We don’t see how this will add value given the efforts to properly disclosure such information is too complex and burdensome compared to the benefits that would arise. In our view it would be more beneficial for derivatives to be included in the market participants’ normal investment and risk statement. 

If the ESAs conclude there is a specific need to include derivatives then it may be useful to remove articles 19 and 28 and embed them into articles 15 and 24.
<ESA_QUESTION_ESG_26>

· : Do you have any views regarding the preliminary impact assessments? Can you provide more granular examples of costs associated with the policy options? 
<ESA_QUESTION_ESG_27>
Based on limited feedback it seems that the cost to implement a suitable disclosure process is going to be higher than initially assumed as for example, there doesn’t seem to be a proper understanding from the ESAs of the IT costs involved in making the updates required to meet disclosure obligations.

We have concerns that the facilitation of information overload could have been costed more credibly.  The information related to ESG disclosure required by the SFDR actually requires a large amount of pre-contractual information and as mentioned, it is not clear that this information is of value for consumers, but providing it places a burden on market participants. 

PIMFA would also have doubts that it is possible to meet the timetable as envisaged at Level 1 to develop detailed disclosure and required templates and to consult and sign-off, while still including an implementation period for market participants.
<ESA_QUESTION_ESG_27>
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