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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
	German Insurance Association
	Activity
	Insurance and Pension

	Are you representing an association?
	☒
	Country/Region
	Germany


Introduction
Please make your introductory comments below, if any:

<ESA_COMMENT_ESG_1>
Timing 
 
The taxonomy-related product disclosure will amend the regulatory technical standards (RTS) of the Sustainable Finance Disclosure Regulation (SFDR). Since the RTS are set to apply from 1 January 2022 it is most important that 
 
· The Taxonomy Regulation (TR) RTS will be published as soon as possible and introduce only essential changes to the SFDR RTS. Financial market participants not only have to compile the information required by the final provisions but also have to adjust their internal processes accordingly (IT-systems, printing processes etc.). This invariably takes time. 
· The European Commission should consider further safeguards in case the final RTS are not adopted sufficiently early to enable financial market participants (FMP) to gather the necessary information and adapt their practices to comply with the RTS. We suggest taking a similar approach to that suggested by the European Supervisory Authorities (ESA) in their European Supervisory Statement.  
 
The EC draft Delegated Act on taxonomy-related disclosures on entity level published on 7 May 2021 shall apply fully only from 1 January 2023. From 1 January 2022 the application should be limited to the elements stated in Article 11 para 1 and 2 and qualitative information referred to in Section 1.2.1 of Annex I of this Delegated Act. With this proposed staggered implementation the EC fully acknowledges “the late entry into force and application of the Climate Delegated Act by end of 2021 and material difficulties for assessing compliance of economic activities in 2022 with technical screening criteria laid down therein for the previous reporting year” (Recital 13). Therefore, we suggest that the ESAs should adopt an equivalent approach to the taxonomy-related product disclosure (limited application in 2022 and full application only from 1 January 2023).

Content 
 
· The proposed approach to decide on one Key Performance Indicator (KPI) to be applied to all investments made by a given product is not straightforward and does not fit to all investments in a given product. It depends on the type of investment as well as the type of economic activity/ investee whether the indicator “capital expenditure” (capex) is more suitable for an investment or the indicator “turnover”. The approach also does not sufficiently factor in the level of transition of economic activities/investees. It is necessary and urgently desired investments to support the transition of the economy towards sustainable management that would be disadvantaged by this approach. FMP should be allowed to use the most relevant indicator for each investment.   
· It would be more meaningful to take into account investments that are eligible under the Taxonomy and not the total investments. Those eligible investments should include equity and corporate bonds, infrastructure, reals estate and green sovereign bonds. As provided for in Article 8 para 1 of the EC draft Delegated Act on Article 8 Taxonomy Regulation the exposures to central government bonds and central banks shall be excluded from the numerator and the denominator of the KPI of financial undertakings. Therefore, we suggest to also adopt the same approach to the taxonomy-related product disclosure which means that in the calculation of the taxonomy alignment of investments these exposures should also be excluded. Furthermore, Delegated acts on the Taxonomy are still under development, few economic activities are currently covered by the Taxonomy Delegated Acts (some estimates, in line with EC testing, show that the taxonomy covers below 5% of listed companies in the EU). Even if the exposure to sovereign bonds will be excluded from numerator and denominator, the share of investments aligned with the Taxonomy is still likely to be relatively small for Art. 8 products, even for Article 9 products.  
· If the denominator includes other investments than eligible investments, it is essential that the disclosure requirements ensure transparency and completeness of information provided to consumers in terms of both eligibility and alignment. This would allow to trace low alignment values to low eligibility values (where relevant).  
· A consistent approach across legislation and across FMP is key, especially with respect to Level 2 of TR for entity disclosures under the Non-Financial Reporting Directive (NFRD). 

ESG data/information 
 
· Without publicly available ESG information (e.g. via the European Single Access Point - ESAP) there is a risk of inconsistent results across different FMP who come to different assessment on the same investment/company.  
· Taxonomy alignment information needs to be publicly disclosed for a sufficiently large scope of investees. This needs to be ensured via an appropriate extension of the scope as per the review of the NFRD.  
· Financial market participants must not be pressured to disclose information which is not considered sufficiently reliable and could bear reputational or legal risks. Therefore, where data is not (yet) available or guidance is not provided with sufficient lead time, respective disclosures shall only be required on a reasonable best-efforts basis.  
· Clear guidance should be provided on how FMPs shall deal with time gaps and data availability issues as well as the respective need for judgement. One key concern in this regard relates to MOPs. While the same application date applies to all FMP, insurers need information on MOPs from asset managers in advance to prepare their own disclosures. While, according to the ESAs’ public hearing, the ESAs are of the opinion that asset managers will be able to provide the relevant information in advance with sufficient lead time, we do not expect that this would always be the case. Rather, the fact that no time lag is foreseen imposes significant operational challenges and risks on concerned FMP such as insurers and is not straightforward. This could be addressed via a) the possibility of hyperlinks in periodic reporting, b) a reasonable delay of the effective date for FMP (where concerned), or c) adequate guidance/safeguards where FMP such as insurers did not receive the information for MOPs in a timely manner. 

<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>
German insurers support the idea of a single rulebook for SFDR and TR. This helps avoiding conflicting regulations and provides coherence in approaches, definitions, and the use of KPI. Generally, we advocate in favour of an alignment of taxonomy-related disclosures with those under the SFDR. This makes regulatory requirements consistent and efficient. We support a maximum level of convergence. However, the following issues still need to be addressed: 
 
· The new ESG product templates will be published only very late in 2021 leaving too limited implementation time for insurers. Now, the draft EC Delegated Act on taxonomy disclosures fully acknowledges this issue at entity level in Recital 13: “In view of the entry into force and application of Commission Delegated Regulation [Climate Delegated Act] by end of 2021 and material difficulties for assessing compliance of economic activities in 2022 with technical screening criteria laid down therein for the previous reporting year, the application of this Regulation in 2022 should be limited only to certain elements and qualitative reporting. This Regulation should therefore apply fully only from 1 January 2023.” Therefore, we propose that the same approach be taken here. 
· The data quality and availability are still an issue. It is essential that the final RTS are consistent with the EC Delegated Act on taxonomy-related disclosures at entity level and the rules about non-financial reporting provided by the NFRD. Alignment of timelines and content of these obligations are key to allow for adequate data flow and a feasible implementation
. <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>
We generally agree with the proposed KPI for investments. We support the idea of a calculation on a weighted average basis by the share of turnover, or, where relevant, capital expenditure or operational expenditure contributed to environmentally sustainable activities. However, we do not agree with the idea that the same approach should apply to all investments made by a given product. This approach is not straightorward and does not fit to all investments in a given product.  
 
The proposal of “one approach fits all investments in a given product” might be beneficial with a view to homogeneity of the data summed in the numerator. However, it does not allow to take into account investments financing investees with already taxonomy-aligned activities as well as investments that contribute to making economic activities of investees taxonomy-aligned in the future. Whereas the investments in an investee whose activities are already taxonomy-aligned can be weighted by the share of taxonomy-aligned turnover, an investment or expenditure that contributes making economic activities of an investee taxonomy-aligned in the future can only be weighted by its share of capital expenditure (capex) or operational expenditure (opex). Therefore, it depends on the type of investment as well as the type of economic activity/ investee (already taxonomy aligned or in transition) whether KPI capital expenditure is more suitable for an investment or the KPI turnover. Regardless of this structural deficit the approach does not sufficiently factor in the level of transition of economic activities/investees. It is the necessary and urgently desired investments to support the transition of the economy towards sustainable management that would be disadvantaged by this approach.    
Therefore, a common approach should not be applied, in fact FMP should be able to consider the most suitable KPI for each investment/activity. Otherwise, it might not only be difficult for FMP to report on all activities of underlying investees while using only one measurement (turnover or capex or opex) it would also lead to the fact that in a product only those investments which can be measured by the KPI chosen for the product, e.g. turnover, would be shown as taxonomy-aligned, but not those which can only be measured by the capex or opex KPI. While turnover gives a clear snapshot of investments in taxonomy-aligned activities, capex gives a very good sense of a company’s transition path (see also report by the EU Sustainable Finance Platform of 19 March 2021). 
 
While we understand the ESAs challenge to provide comparable disclosures for a range of different financial product for different investors, we are of the view that information related to turnover, capital expenditure and operating expenditure is vital for investors to assess the credibility of a company’s strategy from an investment perspective as it allows proper construction of green portfolios and analysis of companies’ sustainability performance and strategies. Maintaining the use of capex and opex is key for capturing a dynamic picture of the portfolio, whose communication is key for customers buying and holding financial products with a long run perspective. 
 
Furthermore, financial market participants should also not be required to aggregate Taxonomy alignment on turnover, CapEx and OpEx into one KPI. Rather, they should be required to report all three KPIs, namely to show the Taxonomy alignment for the respective portion of total investments that was assessed based on turnover, CapEx and OpEx, respectively. If financial market participants shall be required to only disclose one KPI for Taxonomy alignment, we strongly suggest for the ESAs / EU COM to develop operational guidance as to how FMPs should perform the respective aggregation to avoid inconsistencies. Further, to avoid inconsistencies across financial market participants, we believe that the ESAs / EU COM should develop operational guidance as to the circumstances under which financial market participants would be expected to use which KPI and that financial market participants should be required to make disclosures about their selection process. 
 
Also, with a view to the current lack of ESG data and the ongoing development of the taxonomy screening criteria, it would be preferable to allow FMP to use the most relevant indicator (for certain activities such as capex would be a better indicator for the investees investment). In this regard, we also deem it as absolutely essential that, as to the lack of data on Taxonomy alignment for eligible investments, both temporarily over the next years (especially the first year) and ultimately (for the non-NFRD / CSRD scope), it be determined how FMPs should deal with investments for which the relevant Art. 8 disclosures under the TR are not (fully) available (e.g. not disclosed (fully) by the investee), not publicly available (e.g. only disclosed to the investor) or publicly disclosed on a voluntary basis, yet not externally verified (see above comment). 
 
Consistency is needed across legislation especially for the Level 2 of the disclosure under the NFRD (Article 8 TR) and the disclosure under Articles 8 and 9 SFDR in conjunction with Art. 5 and 6 TR.  
The proposal of the ESAs that the same approach should apply to all investments made by a given product seems not to be consistent with ESMA’s final advice as to asset managers’ Art. 8 KPI: “Nevertheless, a turnover based main disclosure remains the most important element of disclosure and ESMA maintained its advice unchanged on this matter.” It is not fully clear to us why at entity FMP level (i.e. as per the Art. 8 KPI), asset managers should be required to use turnover for all investments while at product-level, they should be allowed to choose one approach (either turnover, CapEx or OpEx) that applies to all investments of a given product. This would also imply that aggregating all product-level disclosures of the asset manager (assuming that the asset manager does not choose to always use turnover by default for all of its products) would not allow for a reconciliation to the asset manager’s Art. 8 KPI. 
<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>
It should be possible to use OpEx in case it is the most suitable KPI for an investment
<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>
No, we do not agree. The disclosure on direct investments is already burdensome for undertakings. Disclosure on derivatives might be overwhelming and raises further questions on methodology. Insurers use derivatives in most cases to hedge their investments. Therefore, a consideration of those hedging transactionswould not add significant value to customers. 

As to ESMA´s advice on Article 8 Taxonomy Regulation to allow for netting short positions on the lines of Article 3 of the Short-Selling Regulation at fund level we would like to stress that in our view short-selling does not generally seem aligned with the objective to incentivize the flow of capital towards environmentally sustainable activities.

Consistency with taxonomy-related disclosures at entity-level is needed. The European Commission's proposals of 7 May foresee to exclude derivatives of the financial undertakings from the entity-level KPIs. Consistency of these entity disclosures and the product-level disclosures is key as they will be closely interlinked and will be necessary under the current ESAs proposal in Article 16b of the RTS.
<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>
The use of “equities” and “debt instruments” seem to be sufficiently clear to capture the relevant instruments issued by investees.

Regarding the valuation criteria we would propose to use market value.  
<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>
German insurers are of the view that disclosures should provide investors with complete and clear information that allows the customers to have a full understanding of the product, in line with the different KPIs required in the draft EC's Delegated Act on taxonomy disclosures. While we understand that the ESAs want to limit the complexity of disclosures, we believe that a limited complexity should not be at the expense of clear information. It is essential to provide the customer with the whole picture We therefore suggest providing for two mandatory KPI:  
1. One KPI showing the proportion of investments financing “taxonomy-aligned” activities in relation to “taxonomy-eligible” investments of the portfolio. 
2. One KPI showing the proportion of investments financing “taxonomy-aligned” activities in relation to total investments.  

Besides showing the main KPI as a proportion of total investments financing “taxonomy-aligned” activities in relation to “taxonomy-eligible” investments of the portfolio, the template should allow the possibility to disclose the proportion of investments financing “taxonomy-eligible” investments in relation to total investments. This would provide a complete and more transparent picture for customers 
 
In any case, the ESAs should review the calculation of the proposed KPI so that it is aligned with the draft EC Delegated Act on taxonomy-related disclosures at entity level, so that information flows between entity and product information is consistent. This would also mean that the ESAs should also provide for an exclusion of exposures to government bonds and central banks in the numerator and the denominator of the KPI as it is provided for in Article 8 para 1 of the draft EC Delegated Act.  

The disclosures should allow to also indicate the share of investments in a product portfolio that cannot be assessed for taxonomy-alignment (yet). We believe that the two proposed KPIs provide the customer with a better picture of the taxonomy-alignment of the product and provide sufficient transparency about the composition of the product.  

This is because the evolution of the Taxonomy is dynamic. At this point in time, only a relatively small section of economic activities and only private investees situated in the EU and reporting under the NFRD are covered by the taxonomy. Even the economic activities that are already covered by the taxonomy will only partially meet the taxonomy criteria. That is why we believe that focussing on eligible investments does not necessarily outcome with a high percentage of real green investments, at least for the time being and for the coming years. Screening criteria are developed using best available techniques. Many non-financial companies will not yet have these techniques and therefore will not operate green in terms of the taxonomy. Therefore, the ratio of green to not-yet-green investments gives a true picture of the extent to which an investor is funding sustainable investments. The inclusion of non-eligible investments, on the other hand, would distort this picture. That is why we believe that focussing “only” on eligible investments would not lead to less incentives for further desired activities, would not mean that alignment values up to 100% Taxonomy compliance and would therefore not signal a too positive image for non-professional users. On the contrary, taking all investments in the focus, could mean at least for broadly diversified portfolios that only a very small proportion in a low single-digit percentage range is likely to be taxonomy compliant. In its communication of 21 April, the EU Commission itself stated that early testing of the technical screening criteria has shown that only 1-5% of companies' activities and investment portfolios are taxonomy aligned. This poses the risk that the taxonomy-alignment of a financial product will not be regarded as relevant as a figure that remains in a low single digit percentage range at least now and for the coming years will be difficult to communicate to the client.   
 
An inclusion of all investments without showing the share of non-eligible investments would furthermore penalize investors of big diversified and international portfolios such as insurers. Their generally long-term products are financed by their general account which is invested to a great extent in assets that are not covered by the Taxonomy yet, in particular sovereigns and investments that do not (yet) fall under the NFRD. (These are international or SME investments. However, the insurer can collect the relevant information from investees that disclose information on a voluntary basis in order to assess Taxonomy alignment. Since disclosure is voluntary the data lack is likely to be even more relevant and data collection would be more burdensome).

It is also important to note that investments in such assets reflect other characteristics (other risk levels, stable, long-term returns). A guarantee or product which aims to deliver a stable return, often has a higher allocation of these types of investments. It would neither be fair nor meaningful to compare such a product with an e.g., specialised and far less diversified equity fund where on the one hand all assets can be assessed for taxonomy-alignment on the other hand this kind of fund might have a higher risk level.  

Finally, for comparability reasons between insurers and between FMP, it is important that no discretion is left to FMP about whether to include sovereigns in their KPIs in the denominator as well as in the numerator. Generally, the exact same rules as to the numerator and denominator should apply for all FMP analogously. In this respect, we would like to point out that the draft EC Delegated Act on Article 8 taxonomy-related disclosures clearly states that “the exposures to central governments and central banks shall be excluded from the numerator and denominator of key performance indicators of financial undertakings.” For the sake of consistency, it is essential that KPI at product level and entity level have the same methodologies.  
  
<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>
German insurers agree with the proposed statement of taxonomy compliance. However, we believe that there is no need for such statement to be assessed by a third party. An assessment by external or third parties might be understood as a guarantee of better disclosure, which is not necessarily the case especially when this is limited to an assurance statement. We further are of the view that although there is legitimate ground for a review by external or third parties, such a requirement might be premature at this stage. A requirement (for limited assurance) has now in fact been proposed by the EU COM in its proposal for a renewed NFRD / CSRD (and would relate to the Art. 8 disclosures under the TR as well) so that, at least where Art. 8 TR disclosures are used, FMPs’ product disclosures would rely on externally assured data (which would reduce the need for external assurance at product-level). 

According to Art. 4 SFDR and Art. 21 TR the member states are responsible for appointing a competent authority to monitor compliance with the legal requirements under the SFDR and TR.  In our view, this activity is an original task of the national supervisor. On product level, such as the Insurance Distribution Directive (IDD) and the Regulation on key information documents for packaged retail and insurance-based investment products (PRIIPs) – the national supervisors have so far always carried out their supervisory duties themselves. The national supervisor also carries out its supervision at company level, for example within the framework of SFCR reporting. According to Solvency II, this external supervision is preceded by several internal control and monitoring bodies (risk management, compliance function, internal audit).  

Currently, in Germany a law is in the final vote which shall ensure the implementation of the disclosure obligations of the companies under the SFDR and the Taxonomy Regulation. It establishes the national supervisor as the competent authority but transfers the monitoring tasks to an external auditor. German insurers would have preferred a consistent approach at EU level. In our view, an external assessment by external or third party is not necessary and apart from that unusual on product level
<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>
The insurance industry appreciates the coherency of the proposed approach. It is logical to mirror the pre-contractual disclosures as laid down in the proposed RTS for the periodic disclosures, as it is important to ensure coherence with the structure of the SFDR RTS. For our specific points, please see our answer to Question 9. 
<ESA_QUESTION_ESG_8>

: Do you have any views on the amended pre-contractual and periodic templates?
<ESA_QUESTION_ESG_9>
In our view it is essential for the acceptance of the templates by the customers that the information is kept as concise and focused on the important points as possible. Furthermore, we have the following remarks:  

The pre-contractual information must present the composition of the portfolio at the time 
 
The pre-contractual information should reflect the actual composition of the portfolio at the time. Therefore, we strongly feel that the wording “minimum share” is not appropriate to describe the capital allocation and could be misleading. The Taxonomy Regulation is not a static piece of legislation. It is certain that it will evolve and change considerably in the future. Life insurance contracts have a very long duration of 30 to 40 years. Including information on a definite minimum share of Taxonomy aligned investments for the whole term is not feasible. Instead, the wording could, for example, be rephrased “minimum current share”. Otherwise FMP may practically be obliged to report a very low level or even zero Taxonomy alignment in order to avoid the risk of sanctions and legal or reputational risks.  
 
Avoid discrimination against sustainable investments outside the scope of the Taxonomy  
 
Due to its limited scope the Taxonomy Regulation covers only a fraction of the sustainable investments available. Care should be taken in the templates not to imply that sustainable investments which are not yet within the scope of the Taxonomy are any less sustainable. We therefore suggest not to include a separate section on “What is the minimum share of sustainable investments that are not aligned with the EU Taxonomy?”. This section would duplicate information which is already provided in other sections of the template and may also create a wrong impression on the part of the customer. With regard to a product focusing on social objectives but also including some Taxonomy aligned investments, it would, for example, not be appropriate to include a section titled “Why does the financial product invest in economic activities that are not environmentally sustainable?”. Also, the proposed icon for this section – the symbol of the Taxonomy merged with a prohibition sign – inappropriately implies a warning of negative implications of the product. In the interest of keeping the templates as concise as possible, this section should, therefore, be deleted.  
 
Clarify the scope of the Taxonomy 
 
Furthermore, it should be made clear to the client that the EU Taxonomy is a classification system that is developing dynamically and that up to now it covers only a small section of economic activities within the EU. It is essential that the customer is informed about the fact that the share of taxonomy-compliant investments makes up only a small portion of investments in sustainable economic activities and will grow as the range of taxonomy-eligible activities expands. Therefore, we suggest completing the accompanying explanatory text accordingly, for example by adding “As the EU taxonomy is developing dynamically, only a part of the economic activities has been assessed by now. The aim of the EU is that by the year xx, the majority of all economic activities are to be covered.”  
 
Moreover, information should be included in the template on the proportion of the investments in assets which are eligible under the Taxonomy relative to the total of investments in the portfolio. This way, customers will be able to put the information on the proportion on the Taxonomy aligned investments into the correct context.  
 
Avoid overly simple graphical representations which only show an excerpt of a complex issue 
 
As we had already put forward in last year’s consultation on the RTS, we strongly believe that graphical representations bear the risk of oversimplification.Experience shows that simple graphical representations draw the attention of consumers while the narratives which provide the background, and which explain about their limited informative value are often overlooked. In this particular case, the graph is bound to be misinterpreted unless the customer is aware of the precise distinction between sustainability in general and compliance with the Taxonomy Regulation. For a product which invests mainly in socially sustainable economic activities and only to a small extent in environmentally sustainable investments, the graph would create the false impression of a very low level of overall sustainability.  Should the ESA insist on including a graphical representation in form of a pie chart in the templates, it is, therefore, absolutely essential to provide the customer with the whole picture. Also with a view to the draft Delegated Act on Article 8 Taxonomy Regulation, this would include equally sized graphical representations of the two main KPI proposed under Question 6, namely the proportion of investments financing “taxonomy-aligned” activities in relation to “taxonomy-eligible” investments of the portfolio and the proportion of investments financing “taxonomy-aligned” activities in relation to total investments.  
Avoid contradictions between SFDR and Taxonomy requirements -  
 
Furthermore, there is also a significant risk that the statement referred to in Article 6, subparagraph 2 of the Taxonomy Regulation will be misleading for consumers. This statement says that the “do no significant harm” principle (DNSH) applies only to those investments underlying the financial product that take into account the criteria for environmentally sustainable economic activities, i. e. the Taxonomy. At the same time, consumers are provided with information in the template on how all other sustainable investments do not significantly harm any of the sustainable investment objectives. It is obvious that consumers in general will not have the knowledge or ability to differentiate between the DNSH arising from the Taxonomy and the DNSH in accordance with the SFDR. We urge the ESA to provide clarity on this point for the benefit of FMP and customers.  
 
Allow for the use of references also in the periodic information 
 
Considering the objective of providing concise and simple information, it is important to allow the use of links to more detailed external information wherever possible. This includes the periodic information on the underlying investment options (Articles 72 and 73 of the draft RTS). In our view, the RTS should permit that for products with several underlying investment options, the periodic information may be provided in the form of references to the respective sectoral disclosures in the same way that this is possible with regard to the pre-contractual information. The periodic reports are expected to have a length of approx. 6-7 pages per underlying investment option. In cases where unit-linked life insurance products allow the customer to select several funds at the same time, the information can be very extensive. 

<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 support the approach of having the same basic templates for all products with add-ons which apply only to products within the scope of Articles 5 and 6 of the Taxonomy Regulation. Care should, however, be taken not to create unnecessary repetitions of similar information (see also our reply to Question 11). 
<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>
The Taxonomy Regulation does not yet cover social sustainability objectives 
 
· Such obligation should only be relevant for products with investments having environmental objectives/characteristics. A social taxonomy has not been developed yet. The question of disclosure on a social taxonomy is only likely to arise once such a taxonomy has been developed and is applicable. 
· Articles 5 and 6 of the Taxonomy Regulation were not intended to establish two additional categories of sustainable products but only introduce new disclosure requirement for Article 8 and 9 products which invest in environmentally sustainable economic activities. With a view to the objective of keeping the templates as concise as possible and against the background of the very limited time available for the elaboration and the implementation of the provisions, we suggest limiting the amendments to the RTS to what is strictly called for by the Taxonomy Regulation. Information on sustainable investments which are not within the scope of the Taxonomy Regulation is provided at length in the other sections of the template.
. <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>
We reiterate that the current templates are too long and complex for consumers. Sustainability-related information risks being overwhelming and disproportionate with respect to other equally relevant information – with the risk that the average customers will not read either of the information. The disclosures related to the taxonomy should therefore be as concise as possible. 
<ESA_QUESTION_ESG_12>
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