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Reply form 		for the Consultation Paper on Technical Standards under the Regulation on transparency and integrity of Environmental, Social and Governance (ESG) rating activities





Responding to this paper 
ESMA invites comments on all matters in this consultation paper and in particular on the specific questions. Comments are most helpful if they:
respond to the question stated;
indicate the specific question to which the comment relates;
contain a clear rationale; and
describe any alternatives ESMA should consider.
ESMA will consider all comments received by 20 June 2025.  
Instructions
In order to facilitate analysis of responses to the Consultation Paper, respondents are requested to follow the below steps when preparing and submitting their response:
Insert your responses to the questions in the Consultation Paper in the present response form. 
Use this form and send your responses in Word format (pdf documents will not be considered except for annexes);
Please do not remove tags of the type <ESMA_QUESTION _ESGR_1>. Your response to each question has to be framed by the two tags corresponding to the question.
If you do not wish to respond to a given question, please do not delete it but simply leave the text “TYPE YOUR TEXT HERE” between the tags.
When you have drafted your response, name your response form according to the following convention: ESMA_EUGB_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_ESGR_ABCD_RESPONSEFORM.
Upload the form containing your responses, in Word format, to ESMA’s website (www.esma.europa.eu under the heading “Your input – Open Consultations” ->  Consultation Paper on technical standards on the European Green Bonds Regulation”). 
Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise. Please clearly and prominently indicate in your submission any part you do not wish to be publically disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
Data protection
Information on data protection can be found at www.esma.europa.eu under the heading Legal Notice.

Who should read this paper
[bookmark: _Toc515564428]All interested stakeholders are invited to respond to this Consultation Paper. In particular, ESMA encourages entities that intend to apply for registration as external reviewers of European Green Bonds, as well as financial market participants who have or intend to issue or invest in green bonds or sustainability-linked bonds, to participate. 


General information about respondent
	Name of the company / organisation
	Creative Investment Research
	Activity
	Other Financial service providers

	Are you representing an association?
	☐
	Country/Region
	North-America



Questions

Q1 	Do you agree with ESMA’s proposals for the draft technical standard under Articles 6(3) and 12(9)? 
<ESMA_QUESTION_ESGR_1>
Templates under Articles 6(3) and 12(9): Authorization and Recognition
Creative Investment Research broadly supports ESMA’s merged draft RTS under Articles 6(3) and 12(9). Combining the authorisation and recognition templates simplifies compliance while preserving investor protection — a principle we also advocated in our Green Bond response.
We recommend three refinements:
1. Systemic-risk attestation – Applicants should include a signed statement on how their governance and data-quality controls mitigate potential systemic ESG-rating failures. This aligns with our 2006 SEC comment letter (File No. 4‑526), which documented defective and biased practices in financial markets. See: https://www.sec.gov/comments/4-526/4526-1.pdf 
2. Inclusive-data roadmap – Applications should describe how rating models incorporate data from SMEs and minority-owned issuers, supporting the social-equity goals embedded in our Energy Efficient Mortgage-Backed Securities (EEMBS) framework.
3. Biennial public file update – To maintain transparency, recognised third-country providers should resubmit Annex III data every two years or upon any material change in ownership or methodology.
As one of the most experienced firms in the ESG and impact investing field, Creative Investment Research has long emphasized the necessity of inclusive, forward-looking, and statistically rigorous methodologies in ESG evaluation. In our March 2019 commentary, we noted the shortcomings of many market participants in recognizing the need to assess impact from a community and social risk perspective — gaps that can distort ESG ratings and mislead investors. See: https://www.impactinvesting.online/2019/03/we-are-one-of-premier-firms-in.html 

<ESMA_QUESTION_ESGR_1>

Q2 	Do you agree with ESMA’s proposals for the draft technical standard under Article 16(5)?
<ESMA_QUESTION_ ESGR_2>
 Group Structures and Conflicts of Interest (Article 16(5))
We support the proposed safeguards under Article 16(5) but urge ESMA to strengthen them in four areas, consistent with our Green Bond comments:
· Physical & digital “clean rooms” – ESG analysts within large financial groups should operate in access-controlled environments, physically and digitally separate from banking, insurance, or lobbying units.
· Compensation firewall – Analyst pay should be tied solely to accuracy and rating integrity — not client revenues — and compliance officers should certify this annually.
· Diversity & ethics training – All separated entities must complete annual DEI and ethics training. In our 2006 SEC comment, we argued diverse teams help mitigate model and judgment bias.
· Public disclosure of intra-group services – ESG rating providers operating within larger groups must disclose overlapping services and brand affiliations alongside methodology documents.
This view is consistent with our longstanding position, as stated in 2019, that ethical boundaries and analytical independence are essential to market credibility.

<ESMA_QUESTION_ ESGR_2>

Q3. 	Do you agree with ESMA’s proposals for the draft technical standard under Articles 23(4) and 24(3)?
<ESMA_QUESTION_ ESGR_3>
 Methodology Transparency (Articles 23(4) and 24(3))
We agree that the RTS under Articles 23(4) and 24(3) balances comparability and proportionality. Consistent with our Green Bond submission, we particularly endorse:
· Mandatory publication of methodology summaries, data sources, weighting schemes, and confidence intervals.
· Clear labelling of rating changes and model updates triggered by new data.
We recommend one enhancement: ESG raters should disclose, in machine-readable form, the coverage ratio of verified versus estimated data per rating. This allows end users to gauge the reliability of each ESG score.
Our 2019 statement also emphasized that transparency in ESG ratings is not optional — it is fundamental to their utility.
Also see: https://www.prlog.org/13015813-creative-investment-research-unveils-groundbreaking-climate-financial-metrics.html 
<ESMA_QUESTION_ ESGR_3>
Q4.	Do you consider that the draft technical standards under Articles 23(4) or 24(3) should  instead provide an expanded table in Annex proposing a sequence and structure for all disclosures to be made under parts 1 and 2 of Annex III? If yes, please explain the benefits of such an approach.
<ESMA_QUESTION_ ESGR_4>
Annex III Format Harmonization
Yes. A harmonised annex table covering all required disclosures would:
· Enable automated integration by institutional investors;
· Standardize reporting and reduce comparability issues;
· Align with the digital-first principle we championed in our Green Bond consultation.
In our 2019 commentary, we encouraged open data formats and harmonization to support civic technology tools and financial innovation. ESMA could provide a machine-readable template (e.g., CSV/XBRL) alongside guidance for human-readable summary tables.

<ESMA_QUESTION_ ESGR_4>

Q5 	Do you agree with ESMA’s proposed cost benefit analysis? If not, please explain.
<ESMA_QUESTION_ ESGR_5>
Cost-Benefit Analysis
We generally agree with ESMA’s Cost-Benefit Analysis (CBA) but believe its benefits are significantly understated. The CBA should explicitly value:
· Avoided misallocation of capital due to poor ESG ratings — a systemic risk we flagged in our 2006 SEC submission;
· Reduced externalities from directing capital toward truly sustainable issuers;
· Improved access to capital for underrepresented and minority-owned firms through more transparent and equitable ESG methodologies — echoing our experience designing EEMBS.
As we wrote in 2019, the long-term cost of inadequate ESG oversight far outweighs short-term compliance expenses. Capturing these long-term, broad-based benefits would more fully justify the modest incremental regulatory burden.

<ESMA_QUESTION_ ESGR_5>
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