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Comments on the Draft advice to European Commission under Article 8 ot the Taxonomy Regulation
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The Swedish Financial Reporting Board is responding to your Consultation Paper regarding the Draft advice to the Commission under Article 8 of the Taxonomy Regulation.  

Financial accounting standards of high quality requires a due process that include field tests and thorough consultations with stakeholders. However, according to our understanding the requirements in article 8 of the Taxonomy Regulation to disclose the three KPIs were developed under a short period of time late in the legislative process. From a corporate reporting point of view, it is not obvious exactly how the KPIs are intended to be used and monitored by market participants. Against this background, the short time frame allowed for feedback on ESMAs consultation is unfortunate. In particular considering the importance of sustainability reporting and the impact the disclosures under the Taxonomy Regulation will have. 

Due to the limited consultation period, the Board will not be able to provide detailed feedback to the extent that ESMA requests in the Consultation Paper. We do however have a few general comments. 

Although we agree with ESMAs assessment that it is not possible to establish a rule on how to allocate turnover, CapEx and OpEx to economic activities, we realise that this will be the major challenge for reporting entities. Differences in allocation methods will also be the main source for lack of comparability. The granular definitions of turnover, CapEx and OpEx proposed by ESMA aim to assure comparability but will never be able to compensate for the obvious differences in allocation methods. We therefore suggest that a more general and principles-based approach is applied for both the concepts and the allocations.

ESMA proposes that CapEx and OpEx only should include such incurred costs that are part of a plan to transform an activity to become taxonomy compliant. CapEx and OpEx spent on already compliant activities will thus not be included. We question if this is in line with article 8 of the Taxonomy Regulation. We also fear that the resulting measures will be misleading if not all compliant CapEx and OpEx is included in the measures.



We do not agree with the additional disclosures proposed by ESMA that will essentially add to the administrative burden of reporting entities. ESMA has not presented any evidence that the benefits of the information outweigh the costs of providing it. In our opinion, the general reporting requirements in the Non-Financial Reporting Directive adequately assures that entities will provide the information necessary to understand the KPIs. 

Finally, to avoid misunderstandings, we believe that ESMA should add a clarification that the general materiality principle in the Accounting Directive is applicable to the disclosure requirements under the Taxonomy Regulation.

If you have any questions concerning our comments, please address our Executive member Carina Edlund by e-mail to: Carina.Edlund@radetforfinansiellrapportering.se.
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Yours sincerely


Anders Ullberg
Chairman
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