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Reply form 		on the Consultation Paper on technical standards on the European Green Bonds Regulation






Responding to this paper 
ESMA invites comments on all matters in this consultation paper and in particular on the specific questions. Comments are most helpful if they:
respond to the question stated;
indicate the specific question to which the comment relates;
contain a clear rationale; and
describe any alternatives ESMA should consider.
ESMA will consider all comments received by 14 June 2024.  
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. 
Use this form and send your responses in Word format (pdf documents will not be considered except for annexes);
Please do not remove tags of the type <ESMA_QUESTION _EUGB_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_EUGB_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_EUGB_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 Paper on technical standards on the European Green Bonds Regulation”). 
Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise. Please clearly and prominently indicate in your submission any part you do not wish to be publically disclosed. 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 Legal Notice.

Who should read this paper
[bookmark: _Toc515564428]All interested stakeholders are invited to respond to this consultation paper. In particular, ESMA invites entities that intend to apply for registration as external reviewers, second party opinion providers, issuers, issuer associations and financial market participants who have or intend to issue or invest in green bonds or sustainability-linked bonds. 


General information about respondent
	Name of the company / organisation
	ETHIFINANCE SAS
	Activity
	Non-financial counterparty

	Are you representing an association?
	☐
	Country/Region
	France



Questions

Q1 Do you agree with ESMA’s proposals to specify the criteria to assess the sufficiently good repute, skill, professional qualifications and experience of senior management and members of the board of an external reviewer?
<ESMA_QUESTION_EUGB_1>
We agree that it is important to evaluate the suitability of senior management and members of the board. We however see a potential misunderstanding in the current drafting of the RTS that could be interpreted as a requirement for an external reviewer. Specifically, we raise concern about the potential interpretation of the requirement set out in Annex I, section 9.1.1, Article 4 of Annex I of the Consultation to have an external reviewer conduct a review of the suitability assessment. Such requirement would imply high costs and is not seen as adding value considering the detailed information required of the assessment of the board members and senior management. There is no such requirement in existing Fit and Proper frameworks (such as the joint ESMA and EBA Guidelines on the assessment of the suitability of members of the management body). 
We also invite the ESMA to ensure proportionality – bearing additional administrative costs is difficult for small- and midsized players.
Finally, regarding the specific criteria set in the draft RTS for the assessment, we would encourage ESMA to favour a high degree of alignment of requirements between the EuU GBS Regulation and the ESG Ratings Regulations. It is our expection that many entities applying to become External reviewers of EU GBS would also apply for the ESG rating regulation, therefore alignment of the assessment criteria would be beneficial both in terms of review and cost efficiency. Organizations aiming to offer ESG ratings and external reviews should have the capability to obtain authorization and comply with both the ESG Ratings Regulation and the EuGB Regulation concurrently within the same entity. Ultimately, the expertise / qualification of the resources that will conduct both EU GBs and ESG rating are very similar. 
<ESMA_QUESTION_EUGB_1>

Q2 Do you agree with ESMA’s proposals to specify the criteria to assess the sufficiency of the number of analysts, employees and persons directly involved in the assessment activities and of their level of knowledge, experience and training?
<ESMA_QUESTION_ EUGB_2>
We agree with the fact that it is important to have sufficient qualified resources.  Assessing the sufficiency of the number of analysts, employees and people directly involved in the assessment activities and of their level of knowledge, experience and training should be the sole responsibility of the Reviewer and not determined by the regulation.
However, we would like to stress the following aspects regarding the criteria set in Annex I, section 9.1.1, Article 5 of Annex I, 
· we point out that the estimated duration of an external review of European Green Bonds will be highly dependent on the complexity of each project (both at the Issuer level as well as the number and nature of the eligible projects to be financed via the proceeds of the EU GB) and therefore difficult to estimate ex ante. 
· We question the market’s current ability to forecast the number of EU GBs and hence to forecast  theforecast the number of assessments to be allocated in the next 12 months and we question the  external reviewers’ capacity to forecast the number of assessments to be allocated per employee in the next 12 months (as requested by the draft RTS). 
· We highlight that within small- and midsized providers, it can be expected that analysts would not be solely dedicated to the review of EU GBs.
· Overall, we invite the ESMA to ensure proportionality – bearing additional staffing costs is difficult for small- and midsized players.
<ESMA_QUESTION_ EUGB_2>

Q3 Do you agree with ESMA’s proposals to specify the criteria to assess the sound and prudent management of the external reviewer? 
<ESMA_QUESTION_ EUGB_3>
We agree with the proposal to specify the criteria to assess the sound and prudent management of the external reviewer. 
We note that the draft RTS refers to “a self-assessment on the proportionality of [the external reviewer’s] implemented internal control mechanisms and on the independence of its internal control functions”. We welcome this approach which integrates proportionality and further guidance on how the assessment should be conducted would be useful.
<ESMA_QUESTION_ EUGB_3>

Q4 Do you agree with ESMA’s proposals to specify the criteria to assess that any actual or potential conflicts of interest are properly identified, eliminated or managed, and disclosed in a transparent manner by the external reviewer?
<ESMA_QUESTION_ EUGB_4>
We agree with ESMA’s proposal to specify the criteria and we agree with the proposed criteria.
However, we advise that the criteria be aligned with the EU ESG Ratings regulation.
<ESMA_QUESTION_ EUGB_4>

Q5 Do you agree with ESMA’s proposals to specify the criteria for assessing the appropriateness of the knowledge, experience and training of the persons referred to in Article 28(1)?
<ESMA_QUESTION_ EUGB_5>
We agree with ESMA’s proposal to specify the criteria and we agree with the proposed criteria.
Considering that the EU Taxonomy is a relatively recent framework, it is essential that the knowledge requirements are implemented in a manner that allows firms to gradually adapt. This approach should be proportional, enabling firms to gain familiarity with the practical aspects of the Taxonomy and incorporate emerging guidance on best practices.
<ESMA_QUESTION_ EUGB_5>

Q6 Do you agree with ESMA’s proposals to specify the criteria for assessing the reliability and capacity of a third-party service provider?
<ESMA_QUESTION_ EUGB_6>
We agree with the proposal to specify the criteria and agree with the proposed criteria. 
We however point out that intragroup arrangements, should not be considered as third-party service provider and should be specifically excluded from the scope.
With proper controls and policies, an external reviewer should be able to leverage on the expertise within its group of companies to conduct the external review of EU GB. 
We also invite the ESMA to ensure proportionality – bearing additional administrative costs is difficult for small- and midsized players. 
<ESMA_QUESTION_ EUGB_6>

Q7 Do you agree with ESMA’s proposals to specify the criteria for assessing that the internal control of an external reviewer is not materially impaired and ESMA’s ability to supervise is not limited?
<ESMA_QUESTION_ EUGB_7>
We agree with the proposal to specify the criteria is not materially impaired and Esma’s ability to supervise is not limited.
We also invite ESMA to ensure proportionality as far as small- and midsized players are concerned and allow for mutualization of internal control functions such as Compliance, Risk and Internal Audit as well as central support functions such as IT and Finance in particular.
 <ESMA_QUESTION_ EUGB_7>
Q8 Do you agree with the practicality and efficiency of ESMA’s proposals to specify the standard forms, templates and procedures for the provision of the information for an application for registration as an external reviewer?
<ESMA_QUESTION_ EUGB_8>
We agree with the practicality and efficiency of the proposals to specify forms, templates and procedures. 
<ESMA_QUESTION_ EUGB_8>

Q9 Do you have any views or comments on the relevance of the information contained in Annex I to VII of the draft ITS?
<ESMA_QUESTION_ EUGB_9>
No specific comment
<ESMA_QUESTION_ EUGB_9>

Q10 Do you have any comments on the CBA or impact assessments outlined under the preferred option?
<ESMA_QUESTION_ EUGB_10>
No specific comment
<ESMA_QUESTION_ EUGB_10>

Q11 Do you have any quantitative information to provide on the estimated costs of the options considered and proposed by ESMA that would benefit the analysis?
<ESMA_QUESTION_ EUGB_11>

We have tried to estimate the one-off and the running costs of the build-up of the external reviewer activity. We estimate the legal, registration and compliance costs alone to approximate 60% of the revenues expected in year 1 (this excludes the cost of analytical resources). This calculation should be caveated by the uncertainty of the EU GB market pick-up in the first few years of the regulation. 
This calls for proportionality as well as mutualisation of ESG analytical resources (EU GB + ESG Rating) and control function at Group level. It would allow a sustainable business plan for small and medium size players. 

<ESMA_QUESTION_ EUGB_11>
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European Securities and Markets Authority





