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Responding to this paper
ESMA invites responses to the questions set out throughout this Consultation Paper and summarised in Annex II. Responses are most helpful if they:
· respond to the question stated and indicate the specific question to which they relate;
· contain a clear rationale; and
· describe any alternatives ESMA should consider.
ESMA will consider all comments received by 4 December 2020.
All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input - Consultations’. 
Instructions
In order to facilitate analysis of responses to the Consultation Paper, respondents are requested to follow the steps below when preparing and submitting their response: 
· Insert your responses to the consultation questions in the form “Response form_Consultation Paper on TR Article 8 advice”, available on ESMA’s website alongside the present Consultation Paper (www.esma.europa.eu → ‘Your input – Open consultations’ → ‘Consultation on advice under Taxonomy Regulation Article 8’). 
· Please do not remove tags of the type <ESMA_QUESTION_TRART8_1>. Your response to each question has to be framed by the two tags corresponding to the question. 
· 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.
· When you have drafted your response, name your response form according to the following convention: ESMA_TRART8_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_TRART8_ABCD_RESPONSEFORM.
· Upload the form containing your responses, in Word format, to ESMA’s website (www.esma.europa.eu under the heading ‘Your input – Open consultations’ → ‘Consultation on advice under Taxonomy Regulation Article 8’).


Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise. If you do not wish for your response to be publicly disclosed, please clearly indicate this by ticking the appropriate box on the website submission page. 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 ESMA’s rules on 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 ESMA’s Board of Appeal and the European Ombudsman.
Data protection
Information on data protection can be found at www.esma.europa.eu under the heading ‘Data protection’.
Who should read this paper?
This Consultation Paper may be of particular interest to non-financial undertakings and asset managers covered by Article 8 of Regulation (EU) 2020/852 (the ‘Taxonomy Regulation’) as well as to investors and other users of non-financial information

General information about respondent

	Name of the company / organisation
	EDF
	Activity
	Issuer/ Non-Financial Undertaking

	Are you representing an association?
	☐
	Country/Region
	France


Introduction
Please make your introductory comments below, if any:

<ESMA_COMMENT_TRART8_1>
As a worldwide global leader in low-carbon energy, the EDF Group is active across the low carbon energy value chain, from generation to retail, from energy efficiency to trading. EDF has adopted in 2020 its 
raison d’être which is to build a CO2 neutral energy future, by reconciling the preservation of our planet, well-being and development thanks to electricity and to innovative solutions and services. 
EDF’s activities are mainly located in Europe accounting for 90 % of its turnover. EDF is the European leader of carbon-free electricity, being the largest EU nuclear and renewables generator.
<ESMA_COMMENT_TRART8_1>




1. For this KPI, do you agree with the proposed approach to defining turnover (bullet a in the draft advice)?
<ESMA_QUESTION_TRART8_1>
EDF agrees turnover should be in line with IFRS definition (IFRS 15 and IFRS 16 if applicable). 
Nevertheless, the disaggregation of the turnover in accordance with taxonomy is complexed when the 
production facilities are used in an integrated manner. 
They are called, based on market conditions and technical availability, and itemized price for each MWh produced is not available.
<ESMA_QUESTION_TRART8_1>

For this KPI, do you agree with the proposed approach to when turnover can be counted (bullet b in the draft advice)?
<ESMA_QUESTION_TRART8_2>
EDF agrees on the proposed scope to take into account corresponding turnover when it meets the 3 
criteria stated in bullet b. Nevertheless, the disaggregation of the turnover in accordance with taxonomy is complexed when the production facilities are used in an integrated manner.
<ESMA_QUESTION_TRART8_2>

For this KPI, do you agree with the proposed approach to defining CapEx (bullet a in the draft advice)?
<ESMA_QUESTION_TRART8_3>
EDF supports the accounting gross approach excluding cash effect. This approach would include only the increase of fixed assets. Indeed, the investor are only interested by the investment made. 
Moreover, EDF’s reporting only follow the increase of fixed asset. 
ESMA’s proposed approach would involve a much boarder scope of work by taking into account 
decrease/amortization/depreciation/foreign exchange of fixed asset. More guidance is needed with 
regards to consolidation scope variation, foreign exchange difference.

EDF welcomes the proposal to include leased assets in the CAPEX KPI, enabling to take into account 
entities effort to promote sustainable whatever the financing mean.  

The fact that Sustainable capex may or not be part of a plan, should not be a criteria in itself to include or not a capex. Moreover, 5 years plan may not correspond to company Group perspective, and if yes, may not be publicly disclosed because of confidentiality.
<ESMA_QUESTION_TRART8_3>

For this KPI, do you agree with the proposed approach to when CapEx can be counted, including the definition of ‘plan’ (bullet b in the draft advice)?
<ESMA_QUESTION_TRART8_4>
EDF agrees on the proposed scope to take into account corresponding Capex when it meets the 3 criteria stated in bullet b. 
However EDF disagrees regarding the definition of plan. For example, EDF  does not agree with the 
requirement that “The plan should be made available to the public e.g. on the undertaking’s website” as there may be strategically sensitive projects that cannot be disclosed prematurely. 
One alternative could be to require third-party verification of these investment costs as being part of a plan
<ESMA_QUESTION_TRART8_4>

For this KPI, do you agree with the proposed approach to defining OpEx (bullet a in the draft advice)?
<ESMA_QUESTION_TRART8_5>
 The proposed Opex definition is based on "Primary Financial Statement" project, which is not endorsed yet. There should be a timing consistency in application of PFS and Taxonomy (opex). 
Beside the difficulty to clearly state what "opex" are , it is difficult to determine reliable distribution keys concerning for example general overheads or staff costs or other opex related to several activities (in/out of taxonomy)
<ESMA_QUESTION_TRART8_5>

For this KPI, do you agree with the proposed approach to when OpEx can be counted, including the definition of ‘plan’ (bullet b in the draft advice)? With reference to the TEG’s inclusion of the words “if relevant” in relation to OpEx, in which situations should it be possible to count OpEx as Taxonomy-aligned?
<ESMA_QUESTION_TRART8_6>
EDF agrees on the proposed scope to take into account corresponding Opex when it meets the 3 criteria stated in bullet b. 
However EDF disagrees regarding the definition of plan. For example, we do not agree with the 
requirement that “The plan should be made available to the public e.g. on the undertaking’s website” as there may be strategically sensitive projects that cannot be disclosed prematurely. 
One alternative could be to require third-party verification of these investment costs as being part of a plan.
<ESMA_QUESTION_TRART8_6>

Do you believe that any of the suggested approaches covered in questions 1 to 6 above will impose additional costs on non-financial undertakings? If yes, please specify the type of those costs, including whether they are one-off or ongoing, and provide your best quantitative estimate of their size.
<ESMA_QUESTION_TRART8_7>
The implementation of a reporting process would involve important costs as our existing systems do not capture such information. The costs will not only be incurred at the moment the implementation starts but also after in order to maintain the reporting process. The costs will of course be more important at the 
beginning of the process.
<ESMA_QUESTION_TRART8_7>

Do you agree that sectoral specificities should not be addressed in the advice, as proposed in Section 3.2.3?
<ESMA_QUESTION_TRART8_8>
EDF agrees on the proposed scope not to take into account sectoral specificities. Guidance should be general without sectoral specificities. Sectoral specificities would not be consistent with the sectoral 
information presented in the URD.
<ESMA_QUESTION_TRART8_8>

Do you agree with the requirements for accompanying information which ESMA has proposed for the three KPIs?
<ESMA_QUESTION_TRART8_9>
Disclosures should remain general and subject to the judgment of each company in order to avoid having to disclose sensitive information. This information should not be more precise than the level required in the financial statements. 
The only disclosure should concern the principles and accounting methods, narrative explanation of the data and the judgments and estimates applied (allocation rule used). EDF supports the idea that there is further room for flexibility about what information should be disclosed.
<ESMA_QUESTION_TRART8_9>

Do you consider that the requirement to refer to the relevant line item(s) in the financial statements for each KPI ensures sufficient integration between the KPIs and the financial statements?
<ESMA_QUESTION_TRART8_10>
EDF isn’t against making a reference to financial statements but it might not be relevant to add more 
Information in the URD taking into account the fact that those information are already included in the 
accompanying information  (see above Q9)
<ESMA_QUESTION_TRART8_10>

Do you agree with ESMA’s suggestion to permit compliance by reference, so that non-financial undertakings may present the accompanying information elsewhere in the non-financial statement than in the immediate vicinity of the KPIs, as long as they provide a hyperlink to the location of the accompanying information?
<ESMA_QUESTION_TRART8_11>
 Yes, it should be allowed to permit compliance by reference. A referencing system in cases where the KPIs are disclosed elsewhere e.g. in Annual Report is a prerequisite for ESG reporting to be put on the same footing as for financial reporting.
<ESMA_QUESTION_TRART8_11>

Do you consider there are additional topics that should be considered by ESMA in order to specify the content of the three KPIs? If yes, please elaborate and explain the relevance of these topics.
<ESMA_QUESTION_TRART8_12>
EDF is concerned regarding the timing of the project (more implementation time should be given to 
companies to provide reliable information and high level of disclosure) as well as the level of disclosure (the disclosure regarding the KPIs should allow some flexibility).
<ESMA_QUESTION_TRART8_12>

Do you believe that providing the suggested accompanying information will impose additional costs on non-financial undertakings? If yes, please specify the type of those costs, including whether they are one-off or on-going, and provide your best quantitative estimate of their size.
<ESMA_QUESTION_TRART8_13>
The costs depend among other things on the outcome of the disclosure requirement and the standardised 
format of the disclosure. A flexibility in the format of the accompanying information will help in reducing additional costs.
<ESMA_QUESTION_TRART8_13>

Do you agree that non-financial undertakings should provide the three KPIs per economic activity and also provide a total of the three KPIs at the level of the undertaking / group? If not, please provide your reasons and address the impact of your proposal to financial market participants along the investment chain.
<ESMA_QUESTION_TRART8_14>
It does not seem appropriate to disclose the 3 KPIs per economic activity. The disaggregation of the KPIs per economic activity is complexed when the production facilities are used in an integrated manner. 
They are called, based on market conditions, as well as meteorological conditions and technical 
availability, and itemized price for each MWh produced is not available (variable over the year). 
The notion of economic activity seems to be more precise than the notion of sectorial information and EDF is not in favour of disclosing such detailed information regarding revenue.
<ESMA_QUESTION_TRART8_14>

Do you agree that where an economic activity contributes to more than one environmental objective, non-financial undertakings should explain how they allocated the turnover / CapEx / OpEx of that activity across environmental objectives and where relevant the reasons for choosing one objective over another?
<ESMA_QUESTION_TRART8_15>
EDF disagrees with the necessity to disclose the KPIs by environmental objectives. 
The reporting process would be too complicated to implement and not applicable when production 
facilities are used in an integrated manner.  Providing such a level of granularity is going to be far too 
difficult.
<ESMA_QUESTION_TRART8_15>

Do you agree that non-financial undertakings should provide information on enabling and transitional activities?
<ESMA_QUESTION_TRART8_16>
EDF doesn't agree on providing information on enabling and transitional activities. 
Providing such information would be burdensome to implement and not relevant as transitional 
activities may change categories over time making investors reading more difficult.
Qualitative information may be added on this respect.
<ESMA_QUESTION_TRART8_16>

Do you agree that the three KPIs should be provided per environmental objective as well as a total at undertaking or group level across all objectives? If not, please provide your reasons and address the impact of your proposal to financial market participants along the investment chain.
<ESMA_QUESTION_TRART8_17>
EDF disagrees on the need to disclose the KPIs by environmental objectives. 
The reporting process would be too complicated to implement and not applicable when the production 
facilities are used in an integrated manner. Providing such a level of granularity is too complex. 
For investors it should be sufficient to see if the activity is Taxonomy-aligned.
Qualitative information may be added.
<ESMA_QUESTION_TRART8_17>

Do you agree that non-financial undertakings should be required to provide the three KPIs for economic activities which are covered by the Taxonomy, economic activities which are covered by the Taxonomy but for which the relevant criteria are not met and therefore are not Taxonomy-aligned as well as for economic activities which are not covered by the Taxonomy?
<ESMA_QUESTION_TRART8_18>
Beside the fact that EDF isn’t in favour of economic activity disclosure, EDF doesn’t believe either it would be relevant to provide economic activity related information when not Taxonomy-aligned or not covered by the latter.
<ESMA_QUESTION_TRART8_18>

Do you agree with the proposal not to require retroactive disclosure concerning the four environmental objectives relating to the financial year 2021?
<ESMA_QUESTION_TRART8_19>
EDF agrees on the proposed scope for the non-requirement of retroactive disclosure. 
Even though a retroactive process could be useful to improve the quality of the disclosure, a retroactive disclosure for 2021 is too difficult to implement in such short notice. Generally speaking, EDF is concerned about the timing of the whole process. 
Retroactive disclosure is also problematic because Taxonomy is a dynamic process (an asset could exceed a threshold a year and not the following year) and it could result in a retroactive adjustment every year over the previous year.
<ESMA_QUESTION_TRART8_19>

Do you consider that there are specific elements in ESMA’s draft advice which are not in line with the information needed by financial market participants in order to comply with their own obligations under the Taxonomy Regulation and the SFDR? If yes, please specify in your answer.
<ESMA_QUESTION_TRART8_20>
There is no need to disclose so much accuracy on each KPI including the reconciliation with the financial statements, the split of KPI by economic activities or by environmental objectives. 
Moreover, the proposed draft format appears to be very complex without sound justification.
<ESMA_QUESTION_TRART8_20>

Are there points that should be addressed in ESMA’s advice in order to facilitate compliance of financial market participants across the investment chain? If yes, please specify.
<ESMA_QUESTION_TRART8_21>
The implementation timing and process appear to be too fast and complex to ease compliance of financial market participants. It may be necessary to consider a phasing-in approach, giving time to learn from 
experience.
<ESMA_QUESTION_TRART8_21>

Do you believe that ESMA’s detailed proposals under Section 3.3 will impose additional costs on non-financial undertakings? If yes, please specify the type of those costs, to which specific proposal they relate including whether they are one-off or on-going, and provide your best quantitative estimate of their size.
<ESMA_QUESTION_TRART8_22>
The level of details required does not correlate with the actual reporting, so it will be very burdensome and expensive.
<ESMA_QUESTION_TRART8_22>

Do you consider there are additional topics that should be considered by ESMA in order to specify the methodology that non-financial undertakings should follow? If yes, please elaborate and explain the relevance of these topics.
<ESMA_QUESTION_TRART8_23>
EDF notes that no information is given by ESMA concerning the methodology of the associate companies, that may represent significant part of the taxonomy-aligned activities ; and neither any guidance regarding the level of certification/audit required. 
<ESMA_QUESTION_TRART8_23>

Do you agree that in order to ensure the comparability of the information disclosed under Article 8(2) of the Taxonomy Regulation and as such facilitate its usage, ESMA should propose the use of a standardised table?
<ESMA_QUESTION_TRART8_24>
The use of a standardised table as such could be a solution in view of the harmonisation of disclosures and for a better comparability of information provided.
<ESMA_QUESTION_TRART8_24>

Do you consider that the standard table provided in Annex III of this Consultation Paper is fit for purpose? Do you think the standard table provides the right information, taking into account the burden on non-financial undertakings of compiling the data versus the benefit to users of receiving the data? If not, please explain and provide alternative suggestions to promote the standardisation of the disclosure obligations pursuant to Article 8 of the Taxonomy Regulation.
<ESMA_QUESTION_TRART8_25>
EDF finds the proposed table in Annex III far too detailed (especially when it comes to activities, 
environmental criteria, transitional activity…) and urges ESMA to consider flexibility in format choices 
(standard tables may be accessible through alternative formats in annexes, links, or central platforms). The suggested standard should be taken rather as an illustration and should be limited to the disclosure of KPIs Revenue/Opex/Capex taxonomy-compliant data only.
<ESMA_QUESTION_TRART8_25>

Do you agree that the disclosure in the three standard tables should comply with the formatting rules mentioned in Table 5?
<ESMA_QUESTION_TRART8_26>
EDF  welcomes this approach.
<ESMA_QUESTION_TRART8_26>

Do you believe that ESMA’s detailed proposals under Section 3.4 will impose additional costs on non-financial undertakings? If yes, please specify the type of those costs, to which specific proposal they relate including whether they are one-off or on-going, and provide your best quantitative estimate of their size.
<ESMA_QUESTION_TRART8_27>
The additional costs will depend on the level of precision (HR, IT, certification) and if the disclosure has to be fully auditable and directly available in the consolidation process or not. 
<ESMA_QUESTION_TRART8_27>

Do you agree that a share of investments is an appropriate KPI for asset managers? If you do not, what other KPI could be appropriate, please justify.
<ESMA_QUESTION_TRART8_28>
EDF agrees.
<ESMA_QUESTION_TRART8_28>

This advice focuses on the collective portfolio management activities of asset managers. Should this advice also cover potentially any other activities that asset managers may have a license for, such as individual portfolio management, investment advice, safekeeping and administration or reception and transmission of orders (‘RTO’)?
<ESMA_QUESTION_TRART8_29>
The scope the advice focuses on is the right one. 
<ESMA_QUESTION_TRART8_29>

Do you agree that for the numerator of the KPI the asset manager should consider a weighted average of the investments exposed to investee companies based on the share of turnover derived from Taxonomy-aligned activities of the investee companies? If not please propose and justify an alternative.
<ESMA_QUESTION_TRART8_30>
Yes, although please note our prior comments pertaining to taxonomy-eligible activities and the DNSH, and the applicability of various accounting standards such as IFRS and GAAP (cf. Q)
<ESMA_QUESTION_TRART8_30>

Do you agree that in addition to a main turnover-derived Taxonomy-alignment KPI, there is merit in requiring the disclosure of CapEx and OpEx-derived figures for Taxonomy-alignment of an asset managers’ investments?
<ESMA_QUESTION_TRART8_31>
Please see our foregoing comments on the definition of Capex in questions no. 3 and 4.
As regards Opex, again, as EDF understands it, that the proposed Opex definition is based on "Primary Financial Statement" project, which is not endorsed yet. There should be a timing consistency in 
application of PFS and Taxonomy (OPEX).
<ESMA_QUESTION_TRART8_31>

Do you think sovereign exposures, such as sovereign bonds (but excluding green bonds complying with the EU Green Bond Standard) should be considered eligible investments and if so under what methodology?
<ESMA_QUESTION_TRART8_32>
Yes, this could be possible. The emphasis should be the CO2 emissions or sovereign climate risk of a given country. Robust methodologies (for example, the FTSE Russell Climate Risk-Adjusted Government Bond Index Series) have recently been proposed in this regard
<ESMA_QUESTION_TRART8_32>

Do you agree that the denominator should consist of the value of eligible investments in the funds managed by the asset manager or should it be simply the value of all assets in the funds managed by the asset manager?
<ESMA_QUESTION_TRART8_33>
It may be necessary to publish both.
<ESMA_QUESTION_TRART8_33>

Do you support restricting the denominator to funds managed by the asset manager with sustainability characteristics or objectives (i.e. governed by Article 8 or 9 of Regulation (EU) 2019/2088)? What are the benefits and drawbacks of such an approach?
<ESMA_QUESTION_TRART8_34>
It depends on the final form of the regulation. Using this as a reference for eligible investments would be consistent, but we have concerns about the definition of eligible activities (cf prior comments). In any case asset managers should retain the freedom and flexibility to report in parallel on sustainability criteria that they deem pertinent
<ESMA_QUESTION_TRART8_34>

Is it appropriate to combine equity and fixed income investments in the KPI, bearing in mind that these funding tools are used for different purposes by investee companies? If not, what alternative would you propose?
<ESMA_QUESTION_TRART8_35>
Yes, this is an appropriate approach.
<ESMA_QUESTION_TRART8_35>

Do you believe the proposed advice will impose additional costs on asset managers? Please specify the type of those costs, to which specific proposal they relate including whether they are one-off or on-going, and provide your best quantitative estimate of their size.
<ESMA_QUESTION_TRART8_36>
Yes, this will necessarily involve additional costs. These costs will involve additional expenses relating to  reporting and analyzing the taxonomy-eligibility of different activities and investments. EDF expects that these costs will be ongoing on an annual basis. Flexibility in the format of the accompanying information will help in reducing additional costs.
<ESMA_QUESTION_TRART8_36>

What are the benefits and drawbacks of limiting Taxonomy-aligned activities to those reported by Non-Financial Reporting Directive companies?
<ESMA_QUESTION_TRART8_37>
It is a question of global coherence, workload and of providing useful information to investors.
[bookmark: _GoBack]<ESMA_QUESTION_TRART8_37>

Do you agree with ESMA’s recommendation that the Commission develop a methodology to allow a sector-coefficient to be assigned for non-reporting investee companies?
<ESMA_QUESTION_TRART8_38>
It is difficult to imagine how this might otherwise be calculated. On the other hand, we are mindful of the complexities involved with sectoral reporting and the fact that ESMA is otherwise taking a cautious 
approach in not proposing to differentiate the disclosure of KPIs on the basis of sectoral considerations for non-financial concerns. Thus the development of sectoral coefficients may prove complex.
<ESMA_QUESTION_TRART8_38>

Should netting be allowed, on the lines of Article 3 of the Short-Selling Regulation?
<ESMA_QUESTION_TRART8_39>
Yes
<ESMA_QUESTION_TRART8_39>

How should derivatives be treated for the calculation purposes? Should futures be considered as potential Taxonomy-aligned investments?
<ESMA_QUESTION_TRART8_40>
Futures and derivatives should be looked at in the same manner as their underlying securities.
<ESMA_QUESTION_TRART8_40>

What are the costs and benefits associated with the different options for non-reported activity coverage, netting and derivatives treatment presented above? Please provide a quantitative estimate for each option, distinguishing between one-off and on-going costs.
<ESMA_QUESTION_TRART8_41>
N/A
<ESMA_QUESTION_TRART8_41>

Do you have any views on the proposed advice recommending a standardised table for presentation of the KPI for asset managers in Annex IV?
<ESMA_QUESTION_TRART8_42>
Please note our comments to question 16. EDF doesn't agree on providing information on enabling and transitional activities. Giving this type of information would be burdensome to implement and would not be relevant because, over time, transitional activities can change categories and make the reading of 
investors more difficult. Qualitative information is the most pertinent in this regard. 

Moreover, EDF disagrees with the need to disclose the KPIs by environmental objectives. The reporting process would be too complicated to implement and not applicable, especially for electricity producers for whom the production facilities are used in an integrated manner.  It will be complex to be able to provide such a level of granularity. 

For investors it should be sufficient to see if the activity is Taxonomy-aligned...
<ESMA_QUESTION_TRART8_42>

Do you agree with presenting accompanying information in the vicinity of the standard table?
<ESMA_QUESTION_TRART8_43>
It seems logical to include pertinent accompanying information in the same location as the standard 
disclosures.
<ESMA_QUESTION_TRART8_43>

Do you agree that there would be merit in including in the accompanying information a link, if relevant, to an asset managers’ entity-level disclosures on principal adverse impacts of investment decisions on sustainability factors?
<ESMA_QUESTION_TRART8_44>
N/A
<ESMA_QUESTION_TRART8_44>

Do you agree with adopting the same formatting criteria as presented in Section 3.4.2 for the asset manager KPI disclosure?
<ESMA_QUESTION_TRART8_45>
Yes, standardized formatting makes sense.
<ESMA_QUESTION_TRART8_45>

What are the one-off and on-going costs of setting up the reporting and disclosure under this obligation? Please clarify the type of costs incurred and provide a quantitative estimation where possible.
<ESMA_QUESTION_TRART8_46>
EDF expects that these costs will be ongoing on an annual basis. Flexibility in the format of the 
accompanying information will help in reducing additional costs 
<ESMA_QUESTION_TRART8_46>
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