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European . Commission . Brussels, C(2022) 1931 final Commission DELEGATED REGULATION (EU) /.. of supplementing Regulation (EU) 2019/2088 of the European Parliament and of the Council with regard to regulatory technical standards specifying the details of the content and presentation of the information in relation to the principle of do no significant harm', specifying the content, methodologies and presentation of information in relation to sustainability indicators and adverse sustainability impacts, and the content and presentation of the information in relation to the promotion of environmental or social characteristics and sustainable investment objectives in pre- contractual documents, on websites and in periodic reports (Text with EEA relevance). EN EN. EXPLANATORY MEMORANDUM. 1. CONTEXT OF THE DELEGATED ACT. Regulation (EU) 2019/2088 1 ( the Sustainable Finance Disclosures Regulation') sets out sustainability-related disclosure requirements for financial market participants, financial advisers and financial products.

The ESAs accompanied the draft regulatory technical standards with an impact assessment analysis. On 17 March 2021, the ESAs launched a public consultation setting out the potential content of the regulatory technical standards under Articles 8(4), 9(6) and 11(5) of the Sustainable Finance Disclosures Regulation.
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    	Transcription of EN - European Commission


        
    	1 European . Commission . Brussels, C(2022) 1931 final Commission DELEGATED REGULATION (EU) /.. of supplementing Regulation (EU) 2019/2088 of the European Parliament and of the Council with regard to regulatory technical standards specifying the details of the content and presentation of the information in relation to the principle of do no significant harm', specifying the content, methodologies and presentation of information in relation to sustainability indicators and adverse sustainability impacts, and the content and presentation of the information in relation to the promotion of environmental or social characteristics and sustainable investment objectives in pre- contractual documents, on websites and in periodic reports (Text with EEA relevance). EN EN. EXPLANATORY MEMORANDUM. 1. CONTEXT OF THE DELEGATED ACT. Regulation (EU) 2019/2088 1 ( the Sustainable Finance Disclosures Regulation') sets out sustainability-related disclosure requirements for financial market participants, financial advisers and financial products.
2 Its aim is to improve sustainability-related disclosures, comparability of the disclosures for end investors and to reduce the occurrence of adverse sustainability impacts and greenwashing. Article 25 of Regulation (EU) 2020/852 2 ( the Taxonomy Regulation') amends the Sustainable Finance Disclosures Regulation. The Sustainable Finance Disclosures Regulation brings further accountability and discipline to sustainability claims made by a range of manufacturers of financial products and financial advisers. The Regulation also improves the quality and comparability of information about the sustainability-related performance of these manufacturers of financial products and financial advisers and the financial products they make available to end investors. The Sustainable Finance Disclosures Regulation and this Delegated Regulation are part of a broader range of Commission initiatives on sustainable development. These include initiatives to finance the transition to a sustainable economy in line with the European Green Deal 3 and the European Climate Law, 4 and to deliver on the objectives of an Economy that works for people 5, notably to build a future-ready economy that delivers stability, jobs, growth and investment.
3 The Sustainable Finance Disclosures Regulation and this Regulation also enable end investors to understand the sustainability-related ambition of financial products, and of manufacturers of financial products and financial advisers. The Sustainable Finance Disclosures Regulation requires a financial product's documentation to describe how its stated levels of sustainability ambitions are to be achieved or are achieved. However, it is not a labelling regime. Financial products that claim to pursue the objective of sustainable investments', with no significant harm, as defined in Article 2, point (17), of the Sustainable Finance Disclosures Regulation must be accompanied by the disclosures provided for in Article 9 of that Regulation. Financial products that promote environmental or social characteristics' but not necessarily make in part sustainable investments' with no significant harm must be accompanied by the disclosures provided for in Article 8 of the Sustainable Finance Disclosures Regulation.
4 The regulatory technical standards in this Regulation prescribe the information that must be annexed to pre-contractual and periodic product documentation. This information will: enhance the comparability of financial products from different financial services sectors, and 1. Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on sustainability related disclosures in the financial services sector (OJ L 317, , p. 1). 2. Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June 2020 on the establishment of a framework to facilitate sustainable investment, and amending Regulation (EU). 2019/2088 (OJ L 198, , p. 13). 3. Communication from the Commission to the European Parliament, the European Council, the Council, the European Economic and Social Committee and the Committee of the Regions: The European Green Deal (COM(2019)640 final). 4. Proposal for a Regulation of the European Parliament and of the Council establishing the framework for achieving climate neutrality and amending Regulation (EU) 2018/1999 ( European Climate Law), COM/2020/80 final.
5 5. Communication from the Commission to the European Parliament, the Council, the European Economic and Social Committee and the Committee of the Regions, Building an economy that works for people: an action plan for the social economy. EN 1 EN. facilitate the application of sustainability preferences' requirements laid down in Delegated Regulations (EU) 2021/1253 6 (Mifid II sustainability preferences) and (EU) 2021/1257 7 (Insurance Distribution Directive sustainability preferences). -Disclosure obligations and the assessment of sustainability preferences support the policy objective of reducing the occurrence of greenwashing, a form of mis-selling. They also encourage the financial system's transition towards a sustainable economy. In addition, the Sustainable Finance Disclosures Regulation aims to encourage financial market participants to pursue more sustainable investment strategies by reducing negative externalities on sustainability caused by their investments.
6 The compliance with disclosure requirements under Article 4 of that Regulation should incentivise investments in activities that do not harm the environment or social justice, including by curbing greenhouse gas emissions of their investments, and by stimulating investee companies to transition away from unsustainable activities. This is why the comply or explain mechanism under Article 4(1) of the Sustainable Finance Disclosures Regulation distinguishes between principal adverse impacts' and adverse impacts'. Point (b) of Article 4(1) of the Sustainable Finance Disclosures Regulation sets out an explain mechanism under which financial market participants must, by way of example, provide clear reasons for why they do not consider degradation of the environment or social injustice caused by their investments. Article 4 of that Regulation also encourages financial advisers to pay more attention to how the consideration of negative externalities is integrated in their investment or insurance advice.
7 To ensure comparability among different financial market participants, the regulatory technical standards set-out in this Delegated Regulation require a mandatory reporting template to describe how principal adverse impacts on sustainability factors are taken into consideration in investment decisions. The regulatory technical standards divide indicators into a core set of universal mandatory indicators that will always lead to principal adverse impacts and additional opt-in indicators to identify, assess and prioritise the consideration of additional principal adverse impacts. The regulatory technical standards also require a summary section, and information on policies on the identification of principal adverse impacts, actions taken and planned to mitigate the principal adverse impacts (for instance, reduction of carbon emissions by means of engagement or other policies), or adherence to international standards and historical comparisons.
8 The regulatory technical standards also include rules on the statement of no consideration of adverse impacts on sustainability factors by financial market participants and financial advisers. 2. CONSULTATIONS PRIOR TO THE ADOPTION OF THE ACT. On 23 April 2020, the ESAs launched a public consultation setting out the potential content of the regulatory technical standards under Articles 2a, 4(6) and (7), 8(3), 9(5), 10(2) and 11(4). of the Sustainable Finance Disclosures Regulation. When the consultation closed on 1. September 2020, the ESAs had received 165 responses with over 3000 pages of written material. 6. Commission Delegated Regulation (EU) 2021/1253 amending Delegated Regulation (EU) 2017/565 as regards the integration of sustainability factors, risks and preferences into certain organisational requirements and operating conditions for investment firms (OJ L 277, , p. 1). 7. Commission Delegated Regulation (EU) 2021/1257 amending Delegated Regulations (EU) 2017/2358.
9 And (EU) 2017/2359 as regards the integration of sustainability factors, risks and preferences into the product oversight and governance requirements for insurance undertakings and insurance distributors and into the rules on conduct of business and investment advice for insurance-based investment products (OJ L 277, , p. 18). EN 2 EN. The ESAs also held a public hearing on 2 July 2020 which had over 1225 views. As a result of this hearing, the ESAs received further 800 comments and questions. In order to improve the transparency and comparability of financial product disclosures on sustainability, the ESAs also resolved to create harmonised templates for pre-contractual and periodic product disclosures. The ESAs developed these templates under a separate process during summer 2020. From 21 September to 16 October 2020 the ESAs ran a survey seeking public feedback on the draft pre-contractual and periodic product templates. Separately, the templates were consumer tested in September and in November 2020.
10 In line with the empowerment in Article 4(6) of the Sustainable Finance Disclosures Regulation, the ESAs sought input from the Joint Research Centre of the European Commission and from the European Environment Agency. The Insurance and Reinsurance Stakeholder Group established in accordance with Article 37. of Regulation (EU) No 1094/2010, and the Securities and Markets Stakeholder Group established in accordance with Article 37 of Regulation (EU) No 1095/2010, issued advices on 7 July and 15 September 2020 respectively. The ESAs accompanied the draft regulatory technical standards with an impact assessment analysis. On 17 March 2021, the ESAs launched a public consultation setting out the potential content of the regulatory technical standards under Articles 8(4), 9(6) and 11(5) of the Sustainable Finance Disclosures Regulation. By the end of the consultation on 12 May 2021, the ESAs received 87 responses. The draft pre-contractual and periodic product templates were tested with consumers.
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