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[bookmark: _Toc280628648]Responding to this paper 
The European Supervisory Authorities (ESAs) welcome comments on this consultation paper setting out the proposed Regulatory Technical Standards (hereinafter “RTS”) on content and presentation of disclosures pursuant to Article 8(4), 9(6) and 11(5) of Regulation (EU) 2019/2088 (hereinafter Sustainable Finance Disclosure Regulation “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:
· Insert your responses to the questions in the Consultation Paper in the present response form. 
· 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.
· 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: ESA_ESG_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESA_ESG_ABCD_RESPONSEFORM.
· 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 12 May 2021.
· 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
	ESBG - The European Savings and Retail Banking Group
	Activity
	Banking sector

	Are you representing an association?
	☒
	Country/Region
	Belgium


Introduction
Please make your introductory comments below, if any:

<ESA_COMMENT_ESG_1>
Considering that the Regulatory Technical Standards (RTS) of the SFDR have not yet been endorsed by the European Commission, Savings and Retail banks support the ESAs’ decision to amend the current SFDR RTS, instead of creating a new ruleset. We believe that from a regulatory point of view it is better to adapt the SFDR rules to the disclosure obligations required by the Taxonomy Regulation, rather than drafting and adopting a new RTS, to minimise duplication and complexity in this area.

Therefore, we see the ESAs’ approach to having the RTS on disclosures rules function as a “single rulebook” for sustainability disclosures at Level 2 for both the original empowerments in SFDR and the additional ones added by the Taxonomy Regulation as a positive approach.
<ESA_COMMENT_ESG_1>


: Do you have any views regarding the ESAs’ proposed approach to amend the existing SFDR RTS instead of drafting a new set of draft RTS?
<ESA_QUESTION_ESG_1>
Savings and retail banks prefer ESAs’ proposed approach of having a consolidated RTS.

However, we noticed that from the adoption of the final RTS to the time of its application at least 9 months are required for the implementation of the complex specified rules. 
 
We, therefore, ask the ESAs to set a sufficient period before the application of the RTS.
<ESA_QUESTION_ESG_1>

: Do you have any views on the KPI for the disclosure of the extent to which investments are aligned with the taxonomy, which is based on the share of the taxonomy-aligned turnover, capital expenditure or operational expenditure of all underlying non-financial investee companies? Do you agree with that the same approach should apply to all investments made by a given financial product?
<ESA_QUESTION_ESG_2>
For Savings and Retail banks, the biggest issue with the proposed KPIs is the lack of companies’ data that makes the application of the proposed formula challenging. Under the Taxonomy, FMPs will have to disclose to what extent the activities that their financial products fund meets the EU Taxonomy by reference to the technical screening criteria established by Taxonomy delegated acts.  Additionally, large financial and non-financial companies that fall under the scope of the Non-Financial Reporting Directive (NFRD) and going forward entities that will be reporting under the new CSRD must disclose in their non-financial statements published after 1 January 2022, the extent to which their activities are aligned with the Taxonomy by reference to these delegated acts.

The Taxonomy-related sustainability disclosures RTS amending the ESAs' RTS under the SFDR will be published by the ESAs only after the Commission´s endorsement of the draft SFDR RTS in June 2021. We would also like to highlight that the proposal for the revision of the NFRD has just been adopted and it best-case, at least four years, in the best case scenario, to be applicable. In particular, the information required for identifying the extent of an undertaking’s activities’ alignment with the Taxonomy criteria will not be made available by investee companies reporting under the current NFRD by 30 December 2021. Even more important, for investee companies not subject to the NFRD, this information will not be available until 2024, when the CSRD disclosures should enter into force.  Moreover, it will be very difficult to reach the level of granularity required to provide reliable information on sustainable activities of investment products until listed companies comply with these reporting obligations. As it will only be companies that are subject to NFRD that will be required to report on this data - however, months after the FMPs have been required to start reporting - it is unclear how the data issue for all other companies/investments shall be dealt with. For banks subject to NFRD, it is suggested that proxies can be used. No similar suggestion has been done in this RTS. However, we would like to emphasize that FMPs required to disclose under the RTS are currently refining the way they measure data and in some cases, they still need to use proxies, which the European Commission stresses that should be avoided in the reports we publish. Therefore, it needs to be clarified how FMPs shall deal with the lack of data.  

Lastly, we would like to address the absence of a social taxonomy and the timeframe until it becomes applicable. The taxonomy is not adequately defined as it only defines sustainability from an environmental perspective. Also, the degree of sustainability is not determined yet. So far, the Taxonomy has only considered activities that are most relevant for reductions in greenhouse gas emissions and for improving climate resilience. No information is available yet on social factors. That is misleading. There is no (quota) comparability beyond this. Thus, industries would be disadvantaged under the scope of the current Taxonomy.

The mandatory reference value should be turnover, the other factors should be voluntary information. If the manufacturer had a choice between turnover, Capex and Opex, this would mean major problems for funds and asset management, since it is not possible to add different reference values. In this respect, we understand that the mandatory indicators should be measurable (% of turnover aligned). The other two (Opex and Capex) should be voluntary.  

Policy and decision-makers should consider that identification and evaluation require a lot of time, human and financial resources not only for the FMPs but also impacts the cost for the customers. The adaptation of the FMP's internal IT systems to the new disclosure obligations requires considerable administrative effort and goes hand in hand with an adaptation in the documentation.  
<ESA_QUESTION_ESG_2>

: Do you have any views on the benefits and drawbacks of including specifically operational expenditure of underlying non-financial investee companies as one of the possible ways to calculate the KPI referred to in question 2?
<ESA_QUESTION_ESG_3>
Please see question 2: 
It would be advantageous for the FMP to choose OPEX as a way of calculating the KPI for the disclosure of the extent to which investments are aligned with the taxonomy and to show the efforts of a company to transition their business into becoming more taxonomy-aligned. 

The main disadvantages identified are: on the one hand, it could distort the calculation concerning the real activity of the company (in case that a company allocates a large part of its OPEX to renewable energy consumption but its commercial activity is not sustainable) and, on the other hand, this information does not necessarily have been disclosed.

Also, we are concerned about the qualitative nature of individual factors.

Moreover, the connection between the chosen KPI denominator and sustainability is unclear and cannot be understood by the customer/investor.

Lastly, a lot of time and human resources are required to convey the content of specifically operational expenditure of underlying non-financial investee companies.
<ESA_QUESTION_ESG_3>

: The proposed KPI includes equity and debt instruments issued by financial and non-financial undertakings and real estate assets, do you agree that this could also be extended to derivatives such as contracts for differences?
<ESA_QUESTION_ESG_4>
We do not agree with the inclusion of derivatives as a) they are used to hedge business risks, i.e. for considerations in which ESG criteria do not play a role, b) derivatives are not direct exposures and c) due to the lack of data on derivatives. 

The question regarding the inclusion of derivatives in the KPIs should also align with how derivatives are treated in Article 8 of the Taxonomy. 

A suggestion would also be to solely include derivatives where derivatives are used to attain the environmental or social characteristics of financial products or sustainable investments, using the same principles as the ones already used in the SFDR.
<ESA_QUESTION_ESG_4>

: Is the use of “equities” and “debt instruments” sufficiently clear to capture relevant instruments issued by investee companies? If not, how could that be clarified? Are any specific valuation criteria necessary to ensure that the disclosures are comparable?
<ESA_QUESTION_ESG_5>
We do not have enough data to answer this question. 
<ESA_QUESTION_ESG_5>

: Do you have any views about including all investments, including sovereign bonds and other assets that cannot be assessed for taxonomy-alignment, of the financial product in the denominator for the KPI?
<ESA_QUESTION_ESG_6>
Including sovereign bonds and other assets that cannot be assessed for taxonomy-alignment in the taxonomy-alignment calculation would be very challenging. At this stage, it would be preferable to exclude from the numerator and denominator all assets that cannot be assessed for taxonomy alignment. Therefore, sovereign bonds (other than those that could be issued as green in the near future) should be excluded for the time being, as they are strictly non-eligible under the taxonomy.


Total investments including those which are not eligible under the taxonomy (including sovereign bonds and other investments that cannot be assessed for taxonomy-alignment) could still be reported and explained separately to provide a more transparent picture of the product.

Sovereign bonds are an important asset class for financial market participants, especially for the types of products in the scope of the SFDR. Given the importance of this asset class for financial products, there are important concerns about the inclusion of all investments in the denominator as this would dilute and undermine the meaningfulness of the proposed KPI. Likewise, the inclusion of all investment could lead to undue divestment pressure on non-eligible assets (e.g. sovereign bonds) without justification from a risk perspective to achieve a better KPI. 

Apart from this, it would also be challenging to consider publicly traded companies pursuing economic activities that are not yet included in the Taxonomy. Therefore, the results of the proposed method will not be comparable. In the long term, it certainly makes sense to refer to the entire portfolio. However, the figures for the products should only be determined and published once a Taxonomy for all economic activities is in place.
<ESA_QUESTION_ESG_6>

: Do you have any views on the statement of taxonomy compliance of the activities the financial product invests in and whether those statements should be subject to assessment by external or third parties?
<ESA_QUESTION_ESG_7>
Savings and retail banks are against the publication of a statement of taxonomy compliance of the activities the financial product invests in. The costs are not proportionate to the potential benefits. 

Firstly, it should be stressed that there would be an overlap of information. 

Moreover, we are against the proposal that any statement should be subject to assessment by an external or third party. It is unclear what the external or third party should assess. 

Also, it is provided that ‘where information relating to the taxonomy alignment of investments is not readily available from public disclosures by investee companies, [the FMP must] include details of how equivalent information was obtained directly from investee companies or third party providers. This requirement should not be on the FMPs but instead on the company providing the data, i.e. research/rating/analysis companies or the company subject to NFRD. 

Finally, such an assessment would be costly, which would add further costs to the customer. 

We are not sure what is the difference between the external and third party. Please clarify.
<ESA_QUESTION_ESG_7>

Q1 : Do you have any views on the proposed periodic disclosures which mirror the proposals for pre-contractual amendments?

<ESA_QUESTION_ESG_8>
Savings and retail banks find the mirroring of periodic disclosures to pre-contractual disclosures positive if it is included by cross-reference to the extent the information is relevant to be requested in both disclosures. In general, less information should be included in the pre-contractual disclosure compared to the periodic report.

However, it should be noted that, due to the abundance of information, there is still the risk of information overload.
<ESA_QUESTION_ESG_8>

: Do you have any views on the amended pre-contractual and periodic templates?
<ESA_QUESTION_ESG_9>
The amended pre-contractual and periodic templates could be helpful for the implementation of the disclosure obligations, however, they are very confusing and the requirements related to the pre-contractual disclosures do not reflect how pre-contractual disclosures work in practice.

We would like the ESAs to clarify whether the format and graphics included in the templates are mandatory to be used as presented (for example the second grey box on page 40 or the icon grey box on page 47). The consultation paper does not provide any information regarding the use of graphics, i.e. graphic rights. Its use poses major technical problems for banks as not every reporting IT system can process these graphics. We are also concerned about using the tree and pie chart as depicted on pages 34-35, 38-39, 42-43. 

We are also concerned about the fact that compared to the previous templates, the amended templates require to state whether products pursuing sustainable investments are aligned or not with the EU taxonomy. This division is not suitable for products that invest in areas that are not yet included in the Taxonomy for example social products or branch-specific products for which Taxonomy definitions are not yet available.

Also, the division between Article 8 and 9 products in the templates, and in particular on pages 33 and 37 should be reconsidered as it is currently misleading.

The proposed pre-contractual disclosure seems to be based on the fact that data on the assets of the financial product already exists, e.g. art 16(a)(1)(a)(ii)(iii), art 16(a)(2)(b), however for some financial products, e.g. portfolio management services, no product exists when the pre-contractual documentation is established. This information can therefore not be provided for.

Further, the pre-contractual disclosure should not reflect data at a specific date but focus on the strategy and what the portfolio manager is bound to do when making investment decisions. The data should instead be included in the periodic report. The proposed pre-contractual disclosure seems to not follow this principle. This could lead to information being misleading for the customer. 

The fact that a minimum proportion of Taxonomy-aligned investments are set instead of a target will lead to FMPs putting a very low threshold, especially considering that data on taxonomy-aligned investments are lacking. A risk of doing so is also that portfolio managers are bound to invest in such investment, which could lead to such investments being over-priced as the number of such investments will most likely be quite limited, at least to a start. 

We also question the suggestion to divide the minimum proportion into enabling and transitioning for multiple reasons. First, and linked to our argument on minimum proportion described above, this limits the portfolio manager even further and the risk for over-pricing becomes even higher. Secondly, a customer will not understand what this means. Thirdly, the Taxonomy is based on three categories, i.e. enabling, transitioning and green. By defining only the two of these, the third category will not be visible to the customer.  

Article 14 (1) RTS relates to Article 8 SFDR products which promote, among other characteristics, environmental or social characteristics. On the other hand, Article 14 (2) RTS applies - due to the reference to Article 6 Taxonomy - only to Article 8 products that promote environmental characteristics. It is not clear whether Article 14 (2) RTS applies only to Article 8 products SFDR that contribute to a sustainable investment under the Taxonomy. Considering the wording of Article 14 (2) RTS, which refers to a sustainable investment ("[...] identify the environmental objectives to which the stainable investment [...] contributes"), it seems that Article 8 SFDR products that do not contribute to sustainable investments are not required to provide any information on the degree of their taxonomy compliance. Please clarify.
<ESA_QUESTION_ESG_9>

[bookmark: _Hlk18829484]: The draft RTS propose unified pre-contractual and periodic templates applicable to all Article 8 and 9 SFDR products (including Article 5 and 6 TR products which are a sub-set of Article 8 and 9 SFDR products). Do you believe it would be preferable to have separate pre-contractual and periodic templates for Article 5-6 TR products, instead of using the same template for all Article 8-9 SFDR products?
<ESA_QUESTION_ESG_10>
We believe that no separate templates are needed with regards to the information required products that make sustainable investments with environmental objectives (i.e. Articles 5 and 6 Taxonomy Regulation).

To be able to consider product-specific features, it should be possible to deviate from the templates for individual details.
<ESA_QUESTION_ESG_10>

: The draft RTS propose in the amended templates to identify whether products making sustainable investments do so according to the EU taxonomy. While this is done to clearly indicate whether Article 5 and 6 TR products (that make sustainable investments with environmental objectives) use the taxonomy, arguably this would have the effect of requiring Article 8 and 9 SFDR products making sustainable investments with social objectives to indicate that too. Do you agree with this proposal?
<ESA_QUESTION_ESG_11>
Requiring Article 8 and 9 SFDR products making sustainable investments with social objectives to indicate their Taxonomy-alignment would be desirable in the long term, only when a Taxonomy for social objectives is developed, all economic activities are included in the scope and sufficient data is available in the market.

To not disadvantage financial products making investments in social objectives or environmental objectives that have not started to apply, there should be a clarification on the fact that the Taxonomy is limited to climate-related objectives.
<ESA_QUESTION_ESG_11>

: 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_12>
With regards to Policy issue 1: 'Relevance of prescribing a mandatory template for pre-contractual and periodic disclosures', option 2: 'A non-binding template' is the most desirable because, as explained in question 10, it should be possible to deviate from the templates in case of individual details to be able to consider product-specific features.

With regards to policy issue 3: 'Taxonomy alignment of economic activities', we prefer option 3.1: 'Non-binding statement'. We are against the publication of a statement of taxonomy compliance of the activities the financial product invests in. The costs are not proportionate to the potential benefits.  

With regards to Policy issue 4: 'Periodic disclosure', we prefer Option 4.1: 'High-level periodic disclosures'.
<ESA_QUESTION_ESG_12>
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