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[bookmark: _Toc280628648]Responding to this paper 
The European Supervisory Authorities (ESAs) invite comments on all matters in this consultation paper on ESG disclosures under Regulation (EU) 2019/2088 on sustainability-related disclosures in the financial sector (hereinafter “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:
1. contain a clear rationale; and
2. 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:
Q1 Insert your responses to the questions in the Consultation Paper in the present response form. 
Q2 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.
Q3 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.
Q4 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.
Q5 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 1 September 2020.
Q6 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
	AFG
	Activity
	Investment Services

	Are you representing an association?
	☒
	Country/Region
	France


Introduction
Please make your introductory comments below, if any:

<ESA_COMMENT_ESG_1>
AFG welcomes the opportunity to provide input to the consultation of the ESAs Joint Consultation Paper on ESG disclosures, Draft regulatory technical standards with regard to the content, methodologies and presentation of disclosures pursuant to Article 2a, Article 4(6) and (7), Article 8(3), Article 9(5), Article 10(2) and Article 11(4) of Regulation (EU) 2019/2088, as published by the ESAs on 23 April 2020. AFG has always been a firm supporter of creating a strong framework for sustainable investing which facilitates the transition to a more sustainable European economy. We are however concerned with the direction this Consultation Paper is taking : while we recommend a high level of expectation for SRI in the interest of the end-investors and for the credibility of SRI, we would also recommend to make sure the expectations are consistent with the current trend on sustainable data innovation.
The products and their approaches to ESG vary significantly. Therefore, a more flexible and principles-based approach is needed, as outlined in the Level 1 text. Mandating the adverse impact across strategies will inevitably go against what is required at product level.
· AFG would like to raise the attention on the insufficient availability of relevant data on investee companies. We hope that changes to NFDR will bring about an improvement in the availability and reliability of ESG data, but until that moment, a qualitative assessment should be allowed. 
· While consistency and comparability are helpful, we need to strike balance between the level of comparability and providing meaningful disclosures to end-investors. The aggregation of principal adverse impact indicators at entity level is not going to be helpful for end-investors and is actually misleading since it does not take into account the variety of impacts that investee companies can create. Aggregating those date would be against providing a clear, exact and not misleading information. 
· As consequence of what just outlined, and developed throughout our response, our suggestion would be to :
· Provide at the entity level a qualitative presentation on how asset managers assess adverse impacts. Standards such as the TCFD which have been adopted on an international basis allows to present the process among 4 pillars : strategy, governance, risk management and indicators. This framework is for instance consistent with the level 1 requirements on “content, methodologies and presentation of information”.
· Then, assess adverse impact only at product level on a qualitative or a quantitative basis, instead of disclosing rigid and granular quantitative indicators at the entity-level. We suggest to establish an optional list of indicators, among which asset managers should focus on a limited number of indicators, allowing firms to use indicators from outside such list, based on materiality / appropriateness.
Against this background, our number one concern remain the extremely tight deadline to implement those changes. Ideally, a symmetrical approach across the whole framework should allow coherent timelines for disclosure requirements, including, inter alia, the implementation of the Taxonomy and Non-Financial Reporting rules.   

AFG would also like to raise attention on the sustainability risks:

AFG acknowledges there is currently no mandate for ESAs to work on the sustainability risks as defined in Art 2 (22) of the SFDR, but only on PAIs. We think however very useful, that, in connexion with the Commission, ESAs acknowledge the current lack of data and the date misalignment between NFRD revision application and SFDR which leads to the reminder that any disclosure of sustainability risks may be done in qualitative or quantitative terms. There is an issue of responsibility to be asked to report on quantitative data, where there is not enough data, standardised or quality data to actually perform the duty.
Indeed, currently, the assessment of the sustainability risk, being defined through SFDR Art. 2 (22) as an actual or a potential material negative impact on the value of the investment, is not possible in practice in quantitative, monetary terms, in particular due to the lack of upfront compulsory standardized, certified, and therefore reliable data from issuers and even from external data providers. 
As, according to SFDR Level 1, Recital 15, the disclosure of the extent to which sustainability risk might impact the performance of the financial product might be done also in qualitative terms, It would thus be consistent to consider that the assessment of the impact of sustainability risks itself can be done in qualitative terms too. We believe a hint to the issue in the resulting delegated acts would help the market participants in their compliance with the European set of sustainable regulations. For instance, the following sentence could be added:
“The assessment of the ‘sustainability risk’ as defined in Art 2 (22) of the SFDR shall be based on reliable and comparable data from issuers, through the relevant standardized and certified sustainable indicators specifically disclosed by the issuers. In any case, by consistency with the SFDR Level 1 Recital 15, those sustainability risks might be assessed by asset managers either in qualitative or quantitative terms”.
<ESA_COMMENT_ESG_1>

· [bookmark: _Hlk45809674]
: Do you agree with the approach proposed in Chapter II and Annex I – where the indicators in Table 1 always lead to principal adverse impacts irrespective of the value of the metrics, requiring consistent disclosure, and the indicators in Table 2 and 3 are subject to an “opt-in” regime for disclosure??
<ESA_QUESTION_ESG_1>
AFG doesn’t agree with the approach proposed in Chapter II and Annex I – where the indicators in Table 1 always lead to principal adverse impacts irrespective of the value of the metrics, requiring consistent disclosure, and the indicators in Table 2 and 3 are subject to an “opt-in” regime for disclosure. AFG appreciates the hard effort ESAs have put to gather these indicators, however all proposed list of indicators should rather be seen as an optional toolbox. A meaningful disclosure is the first objective to be sought when materiality is proven; comparability will come in due course.  
First of all, level 1 of SFDR doesn’t give any mandate to the ESAs to develop such a detailed and quantitative approach. As stated in Article 4 (6) and (7) of Regulation (EU) 2019/88, the mandate was given on “sustainability indicators”. There is neither a mention of quantitative indicators nor a mention of such a detailed and mandatory list of indicators.

AFG insists on the importance for the lists of PAI to be optional. Indeed, SFDR level 1 states that where market participants consider PAI, they :
· “take due account of their size, the nature and scale of their activities and the types of financial products they make available”
· consider them when this is “material” or “likely to be material”
· give “information about their policies on the identification and prioritisation of principal adverse sustainability impacts and indicators”;
The level 1 text does not give any room to consider that some indicators always give rise to PAI.

Furthermore, we find the proposed approach being too prescriptive. Any positive value for any adverse impact indicator will not automatically result in a ‘principal’ adverse impact. Some indicators listed in the different tables are not relevant for all sectors. Some themes may be missing for specific sectors to assess principal adverse impacts. And some indicators suggested by ESAs are not covered at all or not fully covered.
Then, the suggested list’s primary goal is to assess principal adverse impact at the entity level, as stated in Article 4 of Regulation (EU) 2019/88. We would rather suggest to assess them, at the entity level, with a qualitative bias rather than an automatic quantitative one.
Products complying with Article 8 or 9 of Regulation (EU) 2019/88 should also rely on this list. We would suggest to focus on limiting the number of KPIs, on leaving room for innovation (qualitative or quantitative assessment for instance).
Last, extra-financial data is not well covered at the moment, either by data providers, or by issuers themselves.
For all reasons, we would rather suggest a potential qualitative or quantitative assessment and an optional list of indicators (maximum 6) for quantitative assessment: 2 on climate, 1 on environment, 1 social, 1 human rights, 1 governance.
<ESA_QUESTION_ESG_1>

· [bookmark: _Hlk47099589]: Does the approach laid out in Chapter II and Annex I, take sufficiently into account the size, nature, and scale of financial market participants activities and the type of products they make available?
<ESA_QUESTION_ESG_2>
No, the approach laid out in Chapter II and Annex 1 doesn’t take sufficiently into account the size, nature and scale of financial market participants activities and the type of products they make available.
Not all financial market parties have the capacity and ability to perform a full due diligence on investee companies directly, and may have to rely on third party providers only. The suggested approach seems to favour scale (large asset managers) especially due to the insufficient availability of ESG data (and especially in terms of indicators) due to the cost of acquiring impact financial market participants and due to the costs linked to data crunching.
Some of the proposed indicators in this Consultation, the compulsory and optional ones, could be relevant for companies, ie. Equities and Corporate bonds. They are not relevant at all for other asset classes: Unlisted Real Estate, Govies, Money Market, Real Assets…

Regarding money market instruments, we would like to clarify that they should not be singled out in the disclosure and that “relate to money market instruments “ should be deleted. Indeed, it seems there is a confusion in the text regarding the money market instrument (MMI) itself, as money market instruments do have the capacity to contribute to the specific environmental or social characteristics promoted by the product as any other instrument. The French state SRI label recognises this and numerous money market funds (which invest in MMI in compliance with the European Money Market Fund Regulation) are SRI labelled. 
All instruments have the ability to allocate capital to sustainable projects even though all don't have the same type of impact. It would be wrong and inefficient from an economic perspective to leave some of them aside as they all play a key role in financing a more sustainable economy. Diversification of instruments is of utmost importance in order to accompany transition. In the case of money market instruments, it should be reminded that they play a very important part to finance on long term the short end of the curve. It should be recognised that these instruments are held perpetually in the money market funds (through their continuous roll) so that they finance on a continuous basis the economy (corporates and banks for instance). 
Finally, level 1 does not give a mandate to define which asset is supposed to be sustainable or not so this reference is not adequate in this text. 

We propose to delete the reference to MMI which has been wrongly inserted in the following Articles and to replace it by “or are cash held as ancillary liquidity”:

Article 15
Environmental or social characteristics promoted by the financial product

Article 41
Proportion of sustainability-related investments

Article 49
Proportion of sustainability-related investments
The section referred to in point (f) of Article 43 

As follows:

(ii) a narrative explanation that explains:
(i) the proportions in point (a) distinguishing between direct holdings in investee companies and all other types of exposures to those companies; and
(ii) the purpose of the remainder of the investments during the reference period, including a description of any minimum environmental or social safeguards and whether those investments are used for hedging, relate to money market instruments, or are cash held as ancillary liquidity, or are investments for which there is insufficient data; and
(iii) the proportion of investments during the reference period in different sectors and sub-sectors, including the fossil fuel sectors.

The same deletion should be operated for the Recital 20:

(20) Financial products with environmental or social characteristics can invest in a wide range of underlying assets, whether such assets qualify as sustainable investments, or contribute to the specific environmental or social characteristics promoted by the product. Underlying investments can also consist of assets that are not relevant to the environmental or social characteristics promoted by the product, such as hedging instruments, unscreened investments for diversification purposes or investments for which data is lacking, or are cash held as ancillary liquidity or money market instruments. Financial market participants marketing such products should be fully transparent as regards the allocation of the underlying investments to those categories of investments.

AFG would like to recall that SFDR level 1 states that where market participants consider PAI, they :
· “take due account of their size, the nature and scale of their activities and the types of financial products they make available”
· consider them when this is “material” or “likely to be material”
· give “information about their policies on the identification and prioritisation of principal adverse sustainability impacts and indicators”;
The level 1 text does not give any room to consider that some indicators always give rise to PAI.
<ESA_QUESTION_ESG_2>

· : If you do not agree with the approach in Chapter II and Annex I, is there another way to ensure sufficiently comparable disclosure against key indicators? 
<ESA_QUESTION_ESG_3>
In order to ensure sufficiently comparable disclosure against key indicators, the assessment should:
· Be qualitative or quantitative
· There should be no compulsory indicator but only a list of optional indicators, chosen by each financial market participants, depending on their assessment of principal adverse impacts. Within this list of optional indicators, financial market participants could be invited to choose 6 of them to report on. A small number of indicators would ease the comparability by the end-client.

Furthermore, as long as NFRD review is not finalised, it will be very challenging to report on non-normalised, unformatted, non-audited data. It would automatically lead to misleading the end-client.

In addition, SFDR level 1 states that where market participants consider PAI, they :
· “take due account of their size, the nature and scale of their activities and the types of financial products they make available”
· consider them when this is “material” or “likely to be material”
· give “information about their policies on the identification and prioritisation of principal adverse sustainability impacts and indicators”;
The level 1 text does not give any room to consider that some indicators always give rise to PAI.
<ESA_QUESTION_ESG_3>

· : Do you have any views on the reporting template provided in Table 1 of Annex I?
<ESA_QUESTION_ESG_4>
As mentioned above, the proposed approach would result in a box-ticking compliance and boilerplate disclosures, not in meaningful information to clients. Reporting is a dialogue with investors, where the ultimate goal should be to help them understand processes, not a standardised list to disclose against. 
We also disagree with an obligation to use all of the proposed indicators to every direct and indirect holding and to use it for mandates as well as open-ended funds. In the case of mandates, the Regulation should not be applicable as transparency is between the client and its asset manager. Confidentiality with any other stakeholder is of primary importance.
In our view, entity level disclosure of adverse impact on sustainability factors should focus on the disclosure of FMPs policies and practices in relation to adverse impact, following a more principle-based approach.
<ESA_QUESTION_ESG_4>

· : Do you agree with the indicators? Would you recommend any other indicators? Do you see merit in including forward-looking indicators such as emission reduction pathways, or scope 4 emissions (saving other companies´ GHG emissions)?
<ESA_QUESTION_ESG_5>
As already stated, we disagree with the indicators for several reasons:
· This list of indicators (compulsory and optional indicators) is not relevant to assess principal adverse impact at the entity level, especially once aggregated. This is particularly the case for indicators that take the form of an average (e.g. average gender pay gap of all investee companies aggregated at the level of a medium/large asset manager is likely to be close to the OECD gender pay gap, without providing any meaningful information to investors). Lots of them have no or few impacts, depending on the sectors or the geography in which the asset manager will invest. Furthermore, some investments in specific sectors may be done because it counterbalances another investments in another sector. Let’s take the renewable energy sector. Solar or wind companies have around the same carbon footprint (scope 1, 2 and 3) as a make-up company but when looking at the avoided emissions, solar or wind companies will have a much better carbon footprint. At the entity level, asset managers will aggregate all results for all their investments, sometimes hundreds and even thousands of lines. What will it mean?
Hence, we would rather suggest a qualitative assessment at the entity level. There should be no mandatory PAI at this stage.
1. The indicators fail to capture that, on certain issues a limited number of sectors account for the vast majority of adverse impact (e.g. biodiversity, ocean, forest preservation where having a relevant policy in these areas is only critical in certain sectors)  
1. The indicators do not integrate any type of materiality or threshold consideration – therefore lacking the ‘principal’ element of PAI. This comes as a great contrast with the ambition of the EU Taxonomy to provide metrics for DNSH. 
1. ‘forward looking indicators’ like emission pathways or scope 4 emission, as suggested in the question, do not fit in the definition of principal adverse impact which, per se, precludes to negative environmental impact only
We would suggest to provide at the entity level a qualitative presentation on how asset managers assess adverse impacts. Standards such as the TCFD which has been adopted on an international basis allows to present the process among 4 pillars : strategy, governance, risk management and indicators. This framework is for instance consistent with level 1 requirements on “content, methodologies and presentation of information”.

· At the product level, the assessment could also be made on a qualitative or quantitative basis. When being done on a quantitative basis, and the choice should be left to the financial market participant, we suggest to define a list of optional indicators, among which the financial market participant will be able to choose a few of them, depending on its own assessment of principal adverse impact. In case of quantitative assessment, we also suggest to have qualitative comments to avoid the risks mentioned due to aggregations.

You’ll find below some comments on the proposed PAI indicators:
· Compulsory indicators
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· Optional indicators:
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AFG insists on the importance for the lists of PAI to be optional. Indeed, SFDR level 1 states that where market participants consider PAI, they :
· “take due account of their size, the nature and scale of their activities and the types of financial products they make available”
· consider them when this is “material” or “likely to be material”
· give “information about their policies on the identification and prioritisation of principal adverse sustainability impacts and indicators”;
The level 1 text does not give any room to consider that some indicators always give rise to PAI.

Hence, we would recommend the following indicators to assess principal adverse impact at product level. We issued a professional guide several weeks ago on this topic.
AFG’s list of essential extra-financial indicators:
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· AFG’s list of transparency extra-financial indicators:
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Forward looking indicators could be relevant in principal but not for the purpose of PAI.
<ESA_QUESTION_ESG_5>

· : In addition to the proposed indicators on carbon emissions in Annex I, do you see merit in also requesting a) a relative measure of carbon emissions relative to the EU 2030 climate and energy framework target and b) a relative measure of carbon emissions relative to the prevailing carbon price?
<ESA_QUESTION_ESG_6>
The formula includes scope 3 emissions. Unfortunately, there is not much data reported by companies on scope 3 emissions. And when they do so, they don’t use the same methodology. Including scope 3 emission into the formula would result in flaws in the outcome. Rather than including a too restrictive formula, we strongly suggest to have a formula in place which refers to international market standards on the calculation of carbon footprint, such as TCFD, PCAF, etc., at least at the start of the SFRD. Where markets develops, a more tight formula for calculating carbon footprint may evolve.
<ESA_QUESTION_ESG_6>

· : The ESAs saw merit in requiring measurement of both (1) the share of the investments in companies without a particular issue required by the indicator and (2) the share of all companies in the investments without that issue. Do you have any feedback on this proposal?
<ESA_QUESTION_ESG_7>
This requirement is duplicating metrics on the same factors and ends up being not only burdensome but also misleading for end-investors. 
We believe one measurement is sufficient depending on the indicators. As developed through answers to questions 1 to 6, the calculation for all investee companies or all investments is materially impossible.  

We therefore recommend that the general rule to define the scope of analysis for indicators at firm-level is: 

· Top investments that represent a significant share of equity investments (e.g. represent 70-80% of accrued total of stock positions) – and  gradually increase the % if availability of data and the other hurdles are overcome - ; and, 
· for all those investee companies held in a wide proportion e.g. consist in 1% or more of the company market capitalisation.  

This will allow investors to concentrate on a smaller number of companies – but that they represent the gross of their portfolios  and have a more “hands on” approach to those e.g. engaging with the companies, conducting thorough analysis etc. something unthinkable for an investment universe of more than 12,000 companies for example.
<ESA_QUESTION_ESG_7>

· : Would you see merit in including more advanced indicators or metrics to allow financial market participants to capture activities by investee companies to reduce GHG emissions? If yes, how would such advanced metrics capture adverse impacts?

<ESA_QUESTION_ESG_8>
Given the insufficient availability of ESG data on investee companies which is necessary for disclosures by FMP against the indicators, it appears premature to mandate the use of more advanced indicators or metrics. We suggest to start with a few optional indicators for information that is more widely available (i.e., carbon footprint) and then wait on actual availability of more advanced metrics and innovation that could be made on such themes In the meantime, qualitative assessment is of utmost importance. Activities meant to reduce emissions do not fall in the definition of “adverse impact” – such indicators would therefore be irrelevant for the purpose of PAI.
Also, we believe that Article 7.2.b should be deleted : allowing assumptions and estimations made by the asset manager would lead to fairly misleading information, which would be against MIF principles. While we appreciate that this provision recognizes the difficulty of gathering data, we believe our proposition with a principle based approach at the entity level and reporting on some dedicated indicators at the product level would lead to a more accurate picture and be useful for the investor.
<ESA_QUESTION_ESG_8>

· : Do you agree with the goal of trying to deliver indicators for social and employee matters, respect for human rights, anti-corruption and anti-bribery matters at the same time as the environmental indicators?
<ESA_QUESTION_ESG_9>
Yes we do agree in principle with the goal of trying to deliver indicators for social and employee matters, respect for human rights, anti-corruption and anti-bribery matters at the same time as the environmental indicators. Indeed social aspect of the transition is as important as the environmental aspect.
But as timeline is extremely short, and as data on issuers is largely unavailable, and as the social themes are not mature yet, such a concomitant push on timing is not realistic.
<ESA_QUESTION_ESG_9>

· [bookmark: _Hlk18829484]: Do you agree with the proposal that financial market participants should provide a historical comparison of principal adverse impact disclosures up to ten years? If not, what timespan would you suggest? 
<ESA_QUESTION_ESG_10>
We question the timeframe for the historic comparison: every year for last ten years requirement goes far beyond the level 1 text and we challenge its usefulness. We are looking at performance of funds so it should be either 1 (aligning with financial statements), and 3 years, except for older active controversies that should remain after 3 years. This would better reflect the ESG profile especially of companies in transition. Furthermore, some principal adverse impacts may not be principal several years later.
<ESA_QUESTION_ESG_10>

· : Are there any ways to discourage potential “window dressing” techniques in the principal adverse impact reporting? Should the ESAs consider harmonising the methodology and timing of reporting across the reference period, e.g. on what dates the composition of investments must be taken into account? If not, what alternative would you suggest to curtail window dressing techniques?
<ESA_QUESTION_ESG_11>
The primarily aim of any ESG investment funds is to generate financial performance, while combining with ESG performance.
Selling assets before the reporting date with the only aim to distort the content of PAI reporting would go against every legal, commercial and ethical principles underpinning our industry. Asset managers have an overarching regulatory and fiduciary obligation to act in the best interest of their clients. We do not believe the idea that asset managers could engage in so-called ‘window dressing’ for the sole purpose of altering their PAI reporting to be plausible. Moreover, doing so would already constitute a reprehensible offence under several existing EU legislative and regulatory requirements.  

We would suggest to report on principal adverse impact as of end of fiscal year, as for any other financial indicator, ie. a picture at this date and not an average on a given period (most probably 1Y). This is of utmost importance to ensure that the framework is workable and proportionate for market participants.
<ESA_QUESTION_ESG_11>

· : Do you agree with the approach to have mandatory (1) pre-contractual and (2) periodic templates for financial products?
<ESA_QUESTION_ESG_12>
Yes we do agree in principle with the approach to have mandatory (1) pre-contractual and (2) periodic templates for financial products. But as they have not been developed yet, we cannot really answer. Having standardised templated would help harmonising information, transparency and it would facilitate the exercise and ease the comparability between products.
<ESA_QUESTION_ESG_12>

· : If the ESAs develop such pre-contractual and periodic templates, what elements should the ESAs include and how should they be formatted?
<ESA_QUESTION_ESG_13>
As explained in question 12, we would agree on such development, in order to facilitate the reporting. Lots of information could be standardised with the use of examples of pre-determined statements.
Such templates should rely on existing reporting frameworks, such as TCFD or Eurosif transparency codes in order to bring consistency in the documentation provided to the investor.
<ESA_QUESTION_ESG_13>

· : If you do not agree with harmonised reporting templates for financial products, please suggest what other approach you would propose that would ensure comparability between products.
<ESA_QUESTION_ESG_14>
We do agree with harmonised reporting templates for financial products, in order to facilitate the reporting and its associated format operational costs.
<ESA_QUESTION_ESG_14>

· : Do you agree with the balance of information between pre-contractual and website information requirements? Apart from the items listed under Questions 25 and 26, is there anything you would add or subtract from these proposals?
<ESA_QUESTION_ESG_15>
The main challenge of asset management companies is to produce the requested information, either on the website or in the prospectus.
The main point of attention would be to get information that will frequently outdate in the website as it would be too long to update them regularly.
<ESA_QUESTION_ESG_15>

· : Do you think the differences between Article 8 and Article 9 products are sufficiently well captured by the proposed provisions? If not, please suggest how the disclosures could be further distinguished.
<ESA_QUESTION_ESG_16>
Before answering on whether the differences between Article 8 and Article 9 products are sufficiently well captured by the proposed provisions, we highlight the fact that definitions of Article 8 and 9 are not clear enough. What does ‘where a financial product has sustainable investment as its objective” mean? Is it the whole product, a major part of the product that will have this sustainable investment objective, as defined in Article 2 (17) of Regulation (EU) 2019/2088?

To us, Regulation (EU) 2019/2088 doesn’t give enough details. At the same time, it didn’t give any mandate to ESAs to develop details in Disclosures RTS. ESAs could develop such details in recitals but they haven’t fully taken the chance of it, except in 4 recitals. Recitals 30 to 33 bring confusion because they introduce the “Level Playing Field” concept between Article 8 (ESG characteristics) and Article 9 (sustainable objectives) financial products. However, these products do not correspond to the same legal reality. Each category of product (Articles 8 and 9) is autonomous and each of them matches with clients’ objectives. Hence, we suggest to remove any ‘Level Playing Field’ vocabulary between both articles.
In addition, recital 31 seems to suggest that there are some investments that can be considered as “sustainable investment” per se. However, we find that the definition of a sustainable investment revolves around the definition of, and the contribution to, an environmental or social objective. In the absence of a clear definition of what is, in essence and by itself, a sustainable investment, or what “contributing to an objective” means in practice, it is confusing to require article 8 products to assess and disclose (in abstracto, without any link to an pre-definite E or S objective) a share of ‘per se’ sustainable investments.
The concept of intentionality is anchored in Regulation (EU) 2019/2088. And this concept should clearly differentiate both products. Article 8 products have for primary objective to maximise a risk-return profile while promoting ESG characteristics. Article 9 products have for primary objective to create sustainable impact (cf. Article 2(17) of Regulation (EU) 2019/2088). We suggest that ESAs explore in the recitals the notion of objective which is at the heart of the definition of article 2(17) and 9 of Regulation (EU) 2019/2088.
We also suggest that ESAs clearly acknowledge that the Article 8 products’ category is very large and encompasses various different strategies, while Article 9 products are more demanding with stricter rules of disclosures.

We would also like to highlight an issue in Article 38 of the RTS. Article 8’s products don’t have sustainable investment objectives. Article 38 of RTS should transpose the Article 16 of RTS for periodic reports of Article 8 products. 
Hence, we suggest the following writing :
“Where a financial product invests in a sustainable investment, the section referred to in point (b) of Article 36 shall contain an explanation of how that sustainable investment does not significantly harm the sustainable investment objectives, including:
(a) How the indicators for adverse impacts in Annex I were taken into account, and
(b) How investments that significantly harm the sustainable investment objectives were excluded.”
<ESA_QUESTION_ESG_16>

· : Do the graphical and narrative descriptions of investment proportions capture indirect investments sufficiently?
<ESA_QUESTION_ESG_17>
TYPE YOUR TEXT HERE
Indirect exposures may cause challenges for graphical investment proportions.
That’s why narrative description is very important.
In case of fund of funds, ESAs may specify the possibility to work by transparency, where possible.
Furthermore, indirect investments – e.g. derivatives, special vehicles – should be exempted from the exercise as their function is to protect end investors from volatility and a series of risks such a currency risk etc. There is little to no work and analysis done on how ESG could, if and when feasible, be properly integrated in derivatives. We believe it is too early stage to include them in the scope of this exercise.  There should be left for a second phase once work on ESG and this asset class is more mature. 
<ESA_QUESTION_ESG_17>

· : The draft RTS require in Article 15(2) that for Article 8 products graphical representations illustrate the proportion of investments screened against the environmental or social characteristics of the financial product. However, as characteristics can widely vary from product to product do you think using the same graphical representation for very different types of products could be misleading to end-investors? If yes, how should such graphic representation be adapted? 
<ESA_QUESTION_ESG_18>
It is very challenging to differentiate why an asset manager will invest in an issuer from an Environmental or a Social point of view. It is very often, if not always, a mix of both. For example, the concept of a just transition requires investors to take into account social consequences of the environmental policies adopted by the companies.
Furthermore, comparability between two products will be very difficult to get with graphical representations. The narrative description is essential and will help understanding the graphic of each strategy. If ESAs define a too strict graphical representations with a huge number of categories, innovation will be slowed down because it would mean defining rigid sub-categories.
<ESA_QUESTION_ESG_18>

· : Do you agree with always disclosing exposure to solid fossil-fuel sectors? Are there other sectors that should be captured in such a way, such as nuclear energy?
<ESA_QUESTION_ESG_19>
We don’t understand why solid fossil fuel should always be disclosed. As explained in the Renewed Sustainable Finance Strategy we are not in favour of the development of a brown taxonomy. As such, disclosing automatically exposure to solid fossil fuel or any other “brown” sectors doesn’t make sense. These sectors need to finance their transition, they don’t need to be singled out. 
<ESA_QUESTION_ESG_19>

· : Do the product disclosure rules take sufficient account of the differences between products, such as multi-option products or portfolio management products?
<ESA_QUESTION_ESG_20>
No, the Product disclosure rules should take into account the specificities of separate accounts / portfolio management mandates that are concluded with single client. Such services operate on a bilateral basis (between the provider and its client) and ESG disclosure should not jeopardize the privacy of client personal data. In order to do so, product disclosure could be done for each family of portfolio (model portfolio) – rather than individual contracts. 
<ESA_QUESTION_ESG_20>

· : While Article 8 SFDR suggests investee companies should have “good governance practices”, Article 2(17) SFDR includes specific details for good governance practices for sustainable investment investee companies including “sound management structures, employee relations, remuneration of staff and tax compliance”. Should the requirements in the RTS for good governance practices for Article 8 products also capture these elements, bearing in mind Article 8 products may not be undertaking sustainable investments?
<ESA_QUESTION_ESG_21>
The governance pillar is transversal, is at the service of Environmental and Social pillars and is as important as the other pillars. Hence, we fully agree with an harmonisation of good governance practices between Articles 8 and 9. 
<ESA_QUESTION_ESG_21>

· : What are your views on the preliminary proposals on “do not significantly harm” principle disclosures in line with the new empowerment under the taxonomy regulation, which can be found in Recital (33), Articles 16(2), 25, 34(3), 35(3), 38 and 45 in the draft RTS?
<ESA_QUESTION_ESG_22>
We would find it very challenging to get different interpretations of the “Do Not Significantly Harm” principle between Taxonomy and Disclosures. ESAs explained they are trying to bring the two together. However, in Regulation (EU) 2019/2088, there is no selectivity threshold regarding principal adverse impact. If the reconciliation of both DNSH and principal adverse impact is made, then the materiality principle should be at the heart of it, ie. a threshold with a significant impact.
<ESA_QUESTION_ESG_22>

· : Do you see merit in the ESAs defining widely used ESG investment strategies (such as best-in-class, best-in-universe, exclusions, etc.) and giving financial market participants an opportunity to disclose the use of such strategies, where relevant? If yes, how would you define such widely used strategies?
<ESA_QUESTION_ESG_23>
We would see merit in the ESAs defining widely used ESG investment strategies (such as best-in-class, best-in-universe, exclusions, etc.) and giving financial market participants an opportunity to disclose the use of such strategies, where relevant. The work has already been done by many participants. We suggest to rely on producers’ definition, hence use EFAMA’s definition. It would be a positive opportunity to disclose which ESG strategy is used, while not tick-boxing in order not to slow down innovation.
<ESA_QUESTION_ESG_23>

· : Do you agree with the approach on the disclosure of financial products’ top investments in periodic disclosures as currently set out in Articles 39 and 46 of the draft RTS? 
<ESA_QUESTION_ESG_24>
We agree in principle with the approach on the disclosure of financial products’ top investments in periodic disclosures as currently set out in Articles 39 and 46 of the draft RTS regarding the number of lines to be disclosed. However, as other financial ratios, a picture at a D-day is important. An average would be burdensome and with no added-value to the end-investors. We cannot imagine that funds would sell/add issuers just before the D-day, just to get a better disclosures. Transaction costs would be much too high and would weigh on financial performance, and run contrary to our legal obligation to act in the best interest of our clients.
<ESA_QUESTION_ESG_24>

· : For each of the following four elements, please indicate whether you believe it is better to include the item in the pre-contractual or the website disclosures for financial products? Please explain your reasoning.
1. an indication of any commitment of a minimum reduction rate of the investments (sometimes referred to as the "investable universe") considered prior to the application of the investment strategy - in the draft RTS below it is in the pre-contractual disclosure Articles 17(b) and 26(b);
1. a short description of the policy to assess good governance practices of the investee companies - in the draft RTS below it is in pre-contractual disclosure Articles 17(c) and 26(c);
1. a description of the limitations to (1) methodologies and (2) data sources and how such limitations do not affect the attainment of any environmental or social characteristics or sustainable investment objective of the financial product - in the draft RTS below it is in the website disclosure under Article 34(1)(k) and Article 35(1)(k); and
1. a reference to whether data sources are external or internal and in what proportions - not currently reflected in the draft RTS but could complement the pre-contractual disclosures under Article 17. 
 
<ESA_QUESTION_ESG_25>
We agree with the 1st point: “an indication of any commitment of a minimum reduction rate of the investments (sometimes referred to as the "investable universe") considered prior to the application of the investment strategy - in the draft RTS below it is in the pre-contractual disclosure Articles 17(b) and 26(b)”, Main reason is that it is consistent with AMF 2020-03 doctrine.

We disagree with the 2nd point: “a short description of the policy to assess good governance practices of the investee companies - in the draft RTS below it is in pre-contractual disclosure Articles 17(c) and 26(c)”.
Main reason is that the methodology can evolve. Updating prospectus would be too long. We would prefer this information to be disclosed in the website.

We agree with the 3rd point: “a description of the limitations to (1) methodologies and (2) data sources and how such limitations do not affect the attainment of any environmental or social characteristics or sustainable investment objective of the financial product - in the draft RTS below it is in the website disclosure under Article 34(1)(k) and Article 35(1)(k)”.
Main reason is that these kind of information may evolve. We would prefer this kind of information to be disclosed in the website.

We disagree with the 4th point: “a reference to whether data sources are external or internal and in what proportions - not currently reflected in the draft RTS but could complement the pre-contractual disclosures under Article 17”.
Main reason is that these kind of information may frequently evolve. We would prefer this kind of information to be disclosed in the website. On top of that the description of the methodology should be as synthetic as possible in the prospectus as it is subject to frequent evolution.
<ESA_QUESTION_ESG_25>

· : Is it better to include a separate section on information on how the use of derivatives meets each of the environmental or social characteristics or sustainable investment objectives promoted by the financial product, as in the below draft RTS under Article 19 and article 28, or would it be better to integrate this section with the graphical and narrative explanation of the investment proportions under Article 15(2) and 24(2)?
<ESA_QUESTION_ESG_26>
Derivatives are part of the instruments used in portfolio management ; they are EPMs (Efficient portfolio management techniques) as the UCITS Directive names them. At the same time, it should be reminded that derivatives also contribute heavily to the liquidity of a security, which in turn favours better market conditions and pricing for the security and its issuer. One way on favouring ESG issuers also amounts in markets offering the best conditions and liquidity to their securities. For all these reasons we do not recommend singling out derivatives instruments, as the message conveyed might sometimes be wrongly understood by the wider public, not familiar with the inner workings of the markets functioning. 
An exception should be made: singe name derivatives should be subject to an information on how the use of derivatives meets each of the environmental or social characteristics or sustainable investment objectives promoted by the financial product.


We thus strongly recommend to integrate this issue in a narrative form within the graphical and narrative explanation of the investment proportions under Article 15(2) and 24(2) and do not single out in a separate section.

[bookmark: _GoBack]
We also recommend to amend the Recital 3 as follows:

(3) For the purposes of the assessment of principal adverse impacts by financial market participants, an investment in an investee company or an entity includes direct holdings of capital instruments issued by those entities and, where relevant, any other exposure to those entities through derivatives or otherwise.

Although we totally agree to the objective of transparency, and even o the idea of explaining and educating as much as possible on the use of different types of instruments, we wonder why the explanation regarding the use of derivatives should be singled out as at the end of Recital 30 (for these reasons, we propose to delete the last sentence): 

(30) Financial market participants can resort to various investment methods to justify the attainment of the environmental or social characteristics, or the delivery of the sustainable investment objective of the financial product. Financial market participants can directly invest in securities issued by investee companies, or resort to other methods such as investment via funds of funds or exposure via the use of derivatives. Financial market participants should be transparent as to the share of their investments that will be carried out via direct holdings, and that carried out via alternative methods. In particular, financial market participants should explain how the use of derivatives is compatible with the environmental or social characteristics being promoted, or with the sustainable investment objective pursued

As we are not in favour of a separate section, which is by the way rightly not asked by SFDR level 1, we thus recommend to avoid singling out the section on the use of derivatives and propose to delete the following sections in the following articles:

Article 14
Article 23

(e) ‘Use of derivatives’;

Article 19
Use of derivatives
The section referred to in point (e) of Article 14 shall contain information on how the use of derivatives within the meaning of Article 2(1)(29) of Regulation (EU) No 600/2014 of the European Parliament and of the Council12 meets each of the environmental or social characteristics promoted by the financial product.

Article 28
Use of derivatives
The section referred to in point (e) of Article 23 shall contain information on how the use of derivatives within the meaning of Article 2(1)(29) of Regulation (EU) No 600/2014 of the European Parliament and of the Council13 attains the sustainable investment objective..
<ESA_QUESTION_ESG_26>

· : 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_27>
Our initial cost assessment is as follows:
· 1. Include the contract costs of data providers if the indicators are mandatory: between € 500,000 and € 1M per year, especially in order to then publicly report on these data
· 2. Hypothesis: Implementation of a mandatory reporting project on 32 indicators for 50 funds:
· - Project framing by a consultant: € 50,000
· - Definition of the methods of calculating all the indicators on the basis of the data provided by the data provider: 4days per indicator, i.e. 128 days of work
· - Definition of the indicator reporting format: 3 days
· - Coding of the calculation of all the indicators in the datacentre-systems: 1 day per indicator or 32 days for all of them.
· => 50k + 163days x 1000 € = 213k €

These implementation costs of this policy options are very high. Smaller asset management companies will meet huge costs challenges to comply with this regulation.
<ESA_QUESTION_ESG_27>
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1. Carbon emissions (broken down by 

scope 1, 2 and 3 carbon emissions - 

including agriculture, forestry and other 

land use (AFOLU) emissions - and in total)

Do not keep

This indicator needs to be comparable between funds 

and it is not the case: data is not always available 

(notably for scope 3: either no data or not homogenized 

among providers). Furthermore, it is not an essential 

indicator to assess PAI.

2. Carbon footprintKeep

This one is the same as AFG's proposal.

But as scope 3 is not already well reported and data is not 

robust yet, Scope 3 should be reported later, depending 

on data providers information and issuers that will also 

need to report on. 

Standardisation of data, of definition is of utmost 

importance.

3. Weighted average carbon intensity Do not keep

It is not an essential indicator as it derives from carbon 

footprint. This one could be suggested as an optional 

indicator.

4. Solid fossil fuel sector exposure Do not keep

Why would we only report on solid fossil fuel? It is not 

relevant for all sectors. It is not an essential indicator to 

assess PAI. It could be an optional indicator, while 

suggesting to change it to fossil fuel exposure.

AFG's 

proposal

Rationale

Adverse sustainability indicator

CLIMATE AND OTHER ENVIRONMENT-

RELATED INDICATORS

Greenhouse 

gas emissions 
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Do not keep

This one is difficult to compare and will depend on the 

sector exposure of the fund.

KeepThis one is the same as AFG's proposal.

6. Breakdown of energy consumption by 

type of non-renewable sources of energy

Do not keep

Info already shown in indicator 5. Issuers don't 

communicate with the same level of transparency on non-

renewable energy source.

7. Energy consumption intensityDo not keep

Interpretation is very challenging and highly depends on 

sectors and this indicator is very much liaised with 5.1

8. Energy consumption intensity per 

sector   

Do not keep

information is not standardized yet. We would consider 

reporting on it later, once data is available.

Adverse sustainability indicator

AFG's 

proposal

Rationale

CLIMATE AND OTHER ENVIRONMENT-

RELATED INDICATORS

Energy 

performance 

5. Total energy consumption from non-

renewable sources and share of non-

renewable energy consumption
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Do not keep

No information available. Lack of a common definition. 

Relevance won't be the same for all sectors: question of 

the materiality. We would suggest to use the exposure of 

companies to deforestation. It should be optional as long 

as issuers don't communicate on biodiversity.

Do not keep

No information available. Lack of a common definition. 

Relevance won't be the same for all sectors: question of 

the materiality. We would suggest to use the exposure of 

companies to deforestation. It should be optional as long 

as issuers don't communicate on biodiversity.

Do not keep

No information available. We would suggest to use the 

exposure of companies to deforestation. It should be 

optional as long as issuers don't communicate on 

biodiversity.

Do not keep

No information available. We would suggest to use the 

exposure of companies to deforestation. It should be 

optional as long as issuers don't communicate on 

biodiversity.

Do not keep

No information available. We would suggest to use the 

exposure of companies to deforestation. It should be 

optional as long as issuers don't communicate on 

biodiversity.

Do not keep

No information available. We would suggest to use the 

exposure of companies to deforestation. It should be 

optional as long as issuers don't communicate on 

biodiversity.

Adverse sustainability indicator

AFG's 

proposal

Rationale

CLIMATE AND OTHER ENVIRONMENT-

RELATED INDICATORS

Biodiversity

9. Biodiversity and ecosystem 

preservation practices

10. Natural species and protected areas

11. Deforestation
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12. Water emissionskeepThis one is the same as AFG's proposal.

Do not keep

not relevant for all sectors. Lack of data information. It 

won't give each time a useful information.

Do not keep

not relevant for all sectors. Lack of data information. It 

won't give each time a useful information. 

14. Untreated discharged waste waterKeep

This one is the same as AFG's proposal. But data is not 

comunicated at all at the moment.

Adverse sustainability indicator

AFG's 

proposal

Rationale

CLIMATE AND OTHER ENVIRONMENT-

RELATED INDICATORS

Water

13. Exposure to areas of high water stress
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15. Hazardous waste ratioDo not keep

This proposed indicator is too specific. It would be more 

interesting to get the information of the amount of 

hazardous waste, ie. the data and not a ratio. If and when 

this data becomes available, we could derive several 

ratios: intensity, trends…

16. Non-recycled waste ratiokeepThis one is the same as AFG's proposal.

Adverse sustainability indicator

AFG's 

proposal

Rationale

CLIMATE AND OTHER ENVIRONMENT-

RELATED INDICATORS

Waste
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Do not keep

It should be a minimum standard on controversy 

management and liaised to DNSH principle. This PAI is 

not necessarily the most relevant: in OECD, almost all 

companies are generally well rated. It raises the question 

of what a 'principal' adverse impact assessment is.

Do not keep

It should be a minimum standard on controversy 

management and liaised to DNSH principle. This PAI is 

not necessarily the most relevant: in OECD, almost all 

companies are generally well rated. It raises the question 

of what a 'principal' adverse impact assessment is.

18. Gender pay gapkeepThis one is the same as AFG's proposal.

19. Excessive CEO pay ratioKeepThis one is the same as AFG's proposal.

20. Board gender diversity Keep

This one is the same as AFG's proposal, even if we would 

suggest to go beyond with management and workforce 

average ratio as it would be more representative of PAI. 

Smaller companies may not report on this one, hence a 

weaker coverage for this ratio.

Do not keep

It is important to show the results, not the existence of a 

policy. It should be a minimum standard on controversy 

management, hence a link with DNSH as it doesn't help 

to assessing PAI.

Do not keep

It is important to show the results, not the existence of a 

policy. It should be a minimum standard on controversy 

management, hence a link with DNSH as it doesn't help 

to assessing PAI.

Do not keep

It is important to show the results, not the existence of a 

policy. It should be a minimum standard on controversy 

management, hence a link with DNSH as it doesn't help 

to assessing PAI. Furthermore, it would only be impactful 

for some specific sectors (building, mining or oil&gas for 

instance).

Do not keep

It is important to show the results, not the existence of a 

policy. It should be a minimum standard on controversy 

management, hence a link with DNSH as it doesn't help 

to assessing PAI. Furthermore, it would only be impactful 

for some specific sectors (building, mining or oil&gas for 

instance).

Adverse sustainability indicator

AFG's 

proposal

Rationale

SOCIAL AND EMPLOYEE, RESPECT FOR 

HUMAN RIGHTS, ANTI-CORRUPTION AND 

Social and 

employee 

matters

17. Implementation of fundamental ILO 

Conventions 

21. Insufficient whistleblower protection

22. Investment in investee companies 

without workplace accident prevention 

policies
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Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

28. Number and nature of identified cases 

of severe human rights issues and 

incidents

Keep

This one is the same as AFG's proposal. Furthermore, this 

indicator shows results of the issuers and it covers all 

controversies, hence covers all suggested indicators 

above on human rights. 

Clarifications is needed regarding the reference period: 

data providers usually assess the severity of the 

controversy and decide whether it will be taken into 

consideration during 1, 3 or 5 years. Hence our suggestion 

is to leave the choice to the company but ask to disclose 

the methodology used

29. Exposure to controversial weapons 

(land mines and cluster bombs)

Do not keep

It is not legal in France to invest in companies that 

haven't signed Oslo or Ottawa conventions. Hence, there 

is no need to ask this indicator.

AFG's 

proposal

Rationale

SOCIAL AND EMPLOYEE, RESPECT FOR 

HUMAN RIGHTS, ANTI-CORRUPTION AND 

27. Operations and suppliers at significant 

risk of incidents of forced or compulsory 

labour

Human rights

23. Human rights policy

24. Due diligence 

25. Processes and measures for 

preventing trafficking in human beings 

26. Operations and suppliers at 

significant risk of incidents of child 

labour

Adverse sustainability indicator
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Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

Do not keep

It is important to show the results, not the existence of a 

policy. Furthermore, it should be a minimum standard on 

controversy management, hence a link to make with 

DNSH as it doesn't help to assess PAI. Last, it is covered 

with the case 'Adherence to international standards'.

32. Number of convictions and amount of 

fines for violation of anti-corruption and 

anti-bribery laws

Keep

This one is the same as AFG's proposal. It is a maesuring 

tool.

Adverse sustainability indicator

AFG's 

proposal

Rationale

SOCIAL AND EMPLOYEE, RESPECT FOR 

HUMAN RIGHTS, ANTI-CORRUPTION AND 

Anti-

corruption and 

anti-bribery

30. Anti-corruption and anti-bribery 

policies

31. Cases of insufficient action taken to 

address breaches of standards of anti-

corruption and anti-bribery
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Adverse 

sustainability impact

 (qualitative or 

quantitative)

1.Emissionsofinorganic

pollutants 

tonnes of inorganic 

pollutants equivalent per 

million EUR invested

Do not keep

This indicator is too specific and we would need a 

list/definition of inorganic pollutants. We suggest 

instead to use AFG's extra-financial Transparency 

indicators list.

2. Emissions of air pollutants 

tonnes of air pollutants 

equivalent per million EUR 

invested

Do not keep

This indicator is too specific and we would need a 

list/definition of air pollutants. We suggest instead 

to use AFG's extra-financial Transparency indicators 

list.

3.Emissionsofozone

depletion substances 

tonnes of ozone depletion 

substances equivalent per 

million EUR invested

Do not keep

This indicator is too specific and we would need a 

list/definition of ozone depletion substances. We 

suggest instead to use AFG's extra-financial 

Transparency indicators list.

1. Share of investments in 

investee companies 

without carbon emission 

reduction initiatives

Do not keep

This indicator is too specific. We suggest instead to 

use AFG's extra-financial Transparency indicators 

list.

2. Share of investee 

companies without carbon 

emission reduction 

initiatives

Do not keep

This indicator is too specific. We suggest instead to 

use AFG's extra-financial Transparency indicators 

list.

Adverse sustainability 

impact

AFG's 

proposal

Rationale

Metric (expressed in 

market value)

CLIMATE AND OTHER ENVIRONMENT-RELATED INDICATORS

Emissions

4.Investingincompanies

withoutcarbonemission

reduction initiatives
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Adverse 

sustainability impact

 (qualitative or 

quantitative)

5. Water usage: Total 

amount of water consumed 

and reclaimed, broken 

down per sector where 

relevant

Average amount of water 

consumed and reclaimed 

by the investee companies 

(in cubic meter) per million 

EUR of revenue of investee 

companies 

Do not keep

This indicator is too specific. We suggest instead to 

use AFG's extra-financial Transparency indicators 

list.

The term "reclaimed" is not clear: we would need 

further explanation from the ESAs. the difference 

between water consumption gross and net should 

be made: data is available for gross while net 

consumption would be more relevant (ex: a nuclear 

power plant use water to cool the power-plant, but 

rejects it afterwards: it creates a net consumption 

that is less than the gross).

In terms of relevance, GSH calculated that in the 

MSCI World shows that only a dozen of sectors 

consume 95% of world water consumption => It 

might be more relevant to target the indicator on 

high-risk sectors.

6. Water recycled and reused

Weighted average 

percentage of water 

recycled and reused by 

investee companies

Do not keep

This indicator is too specific. We suggest instead to 

use AFG's extra-financial Transparency indicators 

list.

1. Share of investments in 

investee companies with 

no water management 

initiatives

Do not keep

This indicator is too specific. We suggest instead to 

use AFG's extra-financial Transparency indicators 

list.

2. Share of investee 

companies with no water 

management initiatives

Do not keep

This indicator is too specific. We suggest instead to 

use AFG's extra-financial Transparency indicators 

list.

8.Landdegradation,

desertification, soil sealing 

Land degradation, 

desertification and soil 

sealing as a percentage of 

land by the investee 

companies FMP invests in 

Do not keep

This indicator is too specific and we would need 

clarification on the topic. We suggest instead to use 

AFG's extra-financial Transparency indicators list.

1. Share of investments in 

investee companies 

without sustainable 

land/forestry/agriculture 

practices policies

Do not keep

This indicator is too specific and depends on the 

materiality for each sector (might be relevant for 

agribusiness for instance). We suggest instead to 

use AFG's extra-financial Transparency indicators 

list.

2. Share of investee 

companies without 

sustainable 

land/forestry/agriculture 

practices policies

Do not keep

his indicator is too specific and depends on the 

materiality for each sector (might be relevant for 

agribusiness for instance). We suggest instead to 

use AFG's extra-financial Transparency indicators 

list.

1. Share of investments in 

investee companies 

without sustainable 

oceans/seas practices 

Do not keep

This indicator is too specific. We suggest instead to 

use AFG's extra-financial Transparency indicators 

list.

2. Share of investee 

companies without 

sustainable oceans/seas 

practices policies

Do not keep

This indicator is too specific. We suggest instead to 

use AFG's extra-financial Transparency indicators 

list.

Metric (expressed in 

market value)

AFG's 

proposal

Rationale

CLIMATE AND OTHER ENVIRONMENT-RELATED INDICATORS

Water, waste and material

7.Investingincompanies

withoutwatermanagement

initiatives

9.Investingincompanies

withoutsustainable

land/forestry/agriculture 

practices

10.Investingincompanies

withoutsustainable

oceans/seas practices

Adverse sustainability 

impact
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Adverse 

sustainability impact

 (qualitative or 

quantitative)

Green securities

11. Share of securities not 

certified as green 

Share of securities in 

investments not certified 

as green 

Do not keep

There are problems with financial instruments 

targeted. What does 'certified' mean? All bonds not 

certified as "green bonds" do not have an automatic 

adverse impact. We suggest instead to use AFG's 

extra-financial Transparency indicators list.

CLIMATE AND OTHER ENVIRONMENT-RELATED INDICATORS

Adverse sustainability 

impact

Metric (expressed in 

market value)

AFG's 

proposal

Rationale
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Adverse sustainability impact

 (qualitative or 

quantitative)

1. Number/rate of accidents, 

injuries, fatalities, frequency

Number/rate of accidents, injuries, 

fatalities frequency in investee 

companies

Keep

This indicator is the same as AFG. But ESAs need 

to clarify the reference period. We suggest to 

use 1 year.

2. Number of days lost for 

injuries, accidents, fatalities, 

illness

Number of workdays lost to injuries, 

accidents, fatalities, illness of 

investee companies

Do not 

keep

This indicator is too specific and there is no 

definition of reference period. We suggest 

instead to use AFG's extra-financial 

Transparency indicators list.

1. Share of investments in investee 

companies without any supplier code 

of conduct (against unsafe working 

conditions, precarious work, child 

labour and forced labour)

Do not 

keep

This indicator is too specific. We suggest instead 

to use AFG's extra-financial Transparency 

indicators list.

2. Percentage of specific control 

and/or certified compliance for this 

code of conduct among suppliers of 

investee companies 

Do not 

keep

This indicator is too specific. We suggest instead 

to use AFG's extra-financial Transparency 

indicators list.

1. Share of investments in investee 

companies without any 

grievance/complaints handling 

mechanism

Do not 

keep

This indicator is too specific and not clear 

enough. We suggest instead to use AFG's extra-

financial Transparency indicators list.

2. Share of investee companies 

without any grievance/complaints 

handling mechanism

Do not 

keep

This indicator is too specific and not clear 

enough. We suggest instead to use AFG's extra-

financial Transparency indicators list.

1. Number of incidents of 

discrimination reported in investee 

companies

Do not 

keep

This indicator is too specific and not clear 

enough (reference period). We suggest instead 

to use AFG's extra-financial Transparency 

indicators list.

2. Number of incidents of 

discrimination leading to sanctions in 

investee companies

Do not 

keep

This indicator is too specific and not clear 

enough (reference period). We suggest instead 

to use AFG's extra-financial Transparency 

indicators list.

1. Share of investments in investee 

companies without separate CEO and 

Chair functions

Do not 

keep

This indicator is too specific. We suggest instead 

to use AFG's extra-financial Transparency 

indicators list.

2. Share of investee companies 

without separate CEO and Chair 

functions

Do not 

keep

This indicator is too specific. We suggest instead 

to use AFG's extra-financial Transparency 

indicators list.

Social and 

employee 

matters

3. Supplier code of conduct 

4.Grievance/complaintshandling

mechanism

5. Incidents of discrimination 

6.LackofseparationofCEOand

Chairfunctionsontheboardsof

investee companies

Adverse sustainabilit

y impact

Metric (expressed in market 

value)

AFG's 

proposal

Rationale

SOCIAL AND EMPLOYEE, RESPECT FOR HUMAN RIGHTS, ANTI-

CORRUPTION AND ANTI-BRIBERY MATTERS
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Adverse sustainability impact

 (qualitative or 

quantitative)

Social securities

7.Shareofsecuritiesnotcertified

as social

Share of securities in investments 

not certified as social

Do not 

keep

There are problems with financial instruments 

targeted. What does 'certified' mean? All bonds 

not certified as "social bonds" do not have an 

automatic adverse impact. We suggest instead 

to use AFG's extra-financial Transparency 

indicators list.

Adverse 

sustainabilit

y impact

Metric (expressed in market 

value)

AFG's 

proposal

Rationale

SOCIAL AND EMPLOYEE, RESPECT FOR HUMAN RIGHTS, ANTI-

CORRUPTION AND ANTI-BRIBERY MATTERS
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PillarThemeEssential ESG indicators

Climate / carbon footprintCarbon footprint scopes 1, 2, 3 upstream and downstream

Climate/ green shareShare of green revenue in the taxonomy

Volume of waste produced (tonnes)

Recycled volume, waste recovery rate

Volume of water consumed

Volume of water recycled or used

Total energy consumption

Low-carbon energy consumption and renewable energy consumption

Resources / biodiversityTo be defined at a later stage

Departure rate ex-seasonal by average workforce

Absenteeism rate

Total training budget by legal entity

Rate of employees having followed / received training by legal entity

Number of training hours per employee by legal entity

Involvement of women in the management of the company:

- Number of members of the management committee and number of women in the management committee

- Number of members in the supervisory workforce, and number of women in the supervisory workforce

- Total workforce and number of women

Average compensation paid to women relative to men:

- within the management committee

- in senior and middle management

- in the total workforce

Rate of employment of people with disabilities

Accident frequency rate

Accident severity rate

Number of fatal accidents

CustomersNumber of controversies (in terms of legal action taken by a group of customers)

Businesses and their local communitiesAmount of donations / grants / sponsorship in favour of civil society

Tax policyOverall tax rate

Do you request a minimum set of environmental and labour-related criteria for your suppliers?

% of  suppliers whose labour and environmental policies are audited annually

Investment in cybersecurity

Number of tests performed and number of cybersecurity training sessions per employee

DigitalIn progress

Number and percentage of independent directors

Number and percentage of women on the board

Number of legal proceedings under way relating to business ethics as at 31/12 of the previous year

Fines paid relating to controversies

Compensation fairness information:

- Amount of the remuneration of the executive members of the management committee, in year N and N-1

- Raw data of the company's performance

- Median and average compensation of total workforce, in year N and N-1

Target achievement rate and variable pay allocation rate

Sharing of value creation between employees and shareholders

Societal

Subcontractors and suppliers

Cybersecurity

Governance

Business ethics

Compensation policy

Board of directors and committees

Environment

Resources/ Waste

Resources / Water

Resources / Energy

Human capital

Internal climate

Upskilling

Workforce management

Health / safety
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PillarThemeTransparency indicators

Carbon reduction goals

Participation in the CDP (yes /no)

Commitment/ Objectives on alignment towards carbon neutrality, 2°C or even 1.5°C (Science-Based Targets)

Measure of engagement

Exposure to / management of physical risk / TCFD disclosures

Exposure to / management of transition risk / TCFD disclosures

Climate/ green shareTransparency of the classification of green taxonomy

Existence of policies for managing and measuring environmental impacts

Share of eco-designed products

Resources / EnergyEnergy consumption by energy type

Resources / biodiversityPreservation of biodiversity: impact of the business

Existence of annual internal surveys (yes/no)

Frequency of internal surveys

Definition of how the value creation is shared

UpskillingList of major training topics

Health / safetyReview of social benefits (health insurance, retirement, etc.)

Age pyramid

Net job creation and details

% of temporary / fixed-term / contract workers, for the company and by division

Turnover breakdown by SDG

Share of sales of products to disadvantaged populations

Share of turnover from operations relating to tobacco, alcohol, weapons, nuclear power, coal, GMOs and pornography

Do you have a tax code of conduct / tax principles?

Do you have activities in non-cooperative countries and territories in the fiscal sense (NCCTs)?

CybersecurityHow are cybersecurity risks managed?

Role of the companyExistence of a mission statement

Business ethicsSignatory to an international pact such as the Global Compact

Amount of fixed and variable compensation and other benefits paid to key executives

Compensation policy linked to sustainability criteria (yes/ no)

Measurement of the compensation policy tied to sustainability criteria:

- Board of directors

- Middle and senior management

- Total workforce

Societal

Governance

Businesses and their local communities

Environmental impact

Internal climate

Tax policy

Remuneration policy

Environment

Human capital

Climate / carbon footprint

Climate / 2°C trajectory & associated risks

Employment
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