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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
	S&P Global Commodity Insights, a division of S&P Global Inc.
	Activity
	Other Financial service providers

	Are you representing an association?
	☐
	Country/Region
	International



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>
RESPONSE
1. In the RTS Summary, paragraph 15
· The information set out in Annex II of the draft RTS should be clearly provided in the case of both an application for authorisation or recognition. Then, should an applicant for authorisation wish to endorse credit ratings, or provide benchmarks, the information in Annexes IV and V should be provided on top of Annex II. For a recognition application, the information in Annex II should be provided in addition to the recognition specific information under Annex III. 

Feedback:  It appears there may be a drafting error in paragraph 15, which incorrectly references credit ratings.

2. RTS Annex II: 
· Part D: Ownership Structure
A chart showing the ownership links between any parent undertaking, subsidiaries and any other associated entities. The undertakings shown in the chart shall be identified by their full name, and address of the registered office. 

Feedback:   Annex I of the ESG Rating Activities Regulation (ERAR) only requires an applicant for an authorisation to submit to ESMA information on its ownership structure.  The proposed RTS therefore go beyond the scope of the Level 1 requirement by extending it to subsidiaries and in particular associated entities.  For the purposes of this requirement, we believe that providing a clear and comprehensive overview of the applicant entity’s ownership structure would be consistent with ESMA’s request. 

3. RTS Annex II: Part G “Analytical Resources”
“The number of rating analysts, employees and other persons working for the applicant who are directly involved in ESG rating activities” –

Feedback:  S&P recommends that ESMA reconsider the disclosure requirements around the name, years in role, and type of contract. In our view, it would be more consistent with Annex I of the ERAR simply to disclose to ESMA the number of individuals by years of experience and education

4. RTS Annex II:  Part H “Expected market coverage
· The number of ESG rating products within the meaning of Article 3(1) of Regulation (EU) 
·  2024/3005 that the applicant intends to provide in the Union. 
· For each ESG rating product mentioned in point (1): 
· Name of the product; 
· description of the product; 
· the geographical markets in which the product will be offered, specifying whether 
·  it will be offered Union-wide or in selected Member States and the expected number of 
·  rated items, issuers or issuers of rated items on a member state by member state basis, where applicable; 
· whether the product is offered on an issuer paid/investor paid or unsolicited basis. 

Feedback:  We believe the requirement to report on the geographical markets is too onerous and provides no significant value.  Specifically, this is a nascent market which will continue to evolve with the introduction of new offerings and retiring other offerings.  As such, we recommend the disclosures be limited to:
· Name and description of the product
· if the offering is (i) within and outside the EU, or (ii) just within the EU 
· whether the product is solicited or unsolicited.

5. RTS Annex II, Part M: Specific measures implemented by the applicant
· An explanation as to why the measures referred to in point 1) are deemed sufficient by the applicant” (referring to measure of separation for Credit Rating activities, consulting, benchmarking).

Feedback:  We think an explanation as to why these measures are considered sufficient by the applicant does not provide any significant value.  Specifically, we believe that the measures of our Conflicts Of Interest (COI) policies, physical separation approach and ownership structure are sufficient and self-evident in demonstrating an ESG Ratings Provider’s ability to manage against engaging in prohibited activities.

<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>
RESPONSE
1. Article 1 “Measures and safeguards in relation to the activities listed in Article 16(1) of Regulation (EU) 2024/3005”

Feedback:  We think ESG Ratings Providers’ governance including Codes of Business Ethics, which in S&P Global’s case describes each employee’s obligations to follow applicable policies and procedures (including the policy roles assigned to each employee), coupled with the certifications around investments, holdings and outside activities will suffice for this requirement and no other self-declaration would be needed.  Additionally, policies and procedures would require ESG Ratings employees to have appropriate role designations that align with their inability to participate in activities described in Article 16(1).

2. Article 3 Measures and safeguards in relation to point (c) (Benchmarks) of Article 16(1) of Regulation (EU) 2024/3005. In addition to measures set out in Article 2:

[bookmark: _Hlk199953168]‘(c)  an assessment on the existence of any actual or potential conflicts of interest is conducted and documented before entering into a contract for the provision of services to a rated item, issuer of a rated item or an investor who has an established client relationship with the ESG rating provider or, where applicable, a member of its group.
 
Feedback:  To perform this type of assessment at the group level would be significantly onerous and will provide limited value.  The focus should be on the Regulated Entity’s COI policies and procedures, and ownership structure, which will manage these risks.
<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>
RESPONSE
RTS under Regulation Articles 23(4) and 24(3)
1. RTS Article 3 “Rating Product Disclosures” point 1 – Regulation Annex III, point 1, letter f): information on the ESG rating’s clearly defined objective and marking whether the rating is assessing risks, impacts, or both, according to the double materiality principle, or any other dimensions, and in the case of double materiality the proportion of the risk and impact materiality;
· RTS is adding:
· As part of the information disclosed in accordance with Annex III, point 1, letter (f), of Regulation (EU) 2024/3005, ESG rating providers shall specify:  
· the name of the rated item, and, where applicable, the name of its issuer with a specification of whether it is: 
· a financial undertaking; 
· a non-financial undertaking; 
· a sovereign; 
· a public authority or body governed by public law; 
· another legal person with reference to the category of that legal person. 
· the specific risks covered, where the ESG rating is assessing risks; 
· the specific impacts covered, where the ESG rating is assessing impacts; 
· how the proportion of the risk and impact materiality is determined in the case of the double materiality principle; 
· where the ESG rating product is based on other materiality dimensions, a description of those dimensions. 

2. RTS Article 3 “Rating Product Disclosures” point 2: Regulation Annex III, point 1, letter (g): says the specific risks covered, where the ESG rating is assessing risks; the specific impacts covered, where the ESG rating is assessing impacts; how the proportion of the risk and impact materiality is determined in the case of the double materiality principle; where the ESG rating product is based on other materiality dimensions, a description of those dimensions. 
· RTS adds:
a description of what is covered under the E, S or G factors and which factors are aggregated, where applicable; 
a description of the specific issues that the ESG rating covers; 

3. RTS Article 4 “General Methodological Disclosures” point 1: Regulation Annex III, point 1, letter (a) says: an overview of the rating methodologies used and changes thereto, including whether analysis is backward-looking or forward-looking and the time horizon covered;
· RTS adds
· the name or unique identifier of the applicable methodology; 
· the list and overview of relevant supporting models and key rating assumptions;  
· the time-horizon over which the ESG rating is considered valid;  
· the time-horizon of the backward-looking data and forward-looking data taken into consideration;  
· how major new information is taken into account in the methodology;  
· the dates of the last update of the methodology and the changes made compared to the previous version;  
· data estimation methods and methods to address limitations in data sources;  
· a description of the ranking system used with reference to:  
· how the ranking system should be understood, with an illustrative example where relevant;  
· the meaning of each rating category for absolute and relative values; 
· in case of relative values, an explanation as to whether they are relative to a specific industry, geographical area, peer groups or other comparison values and a description of their relevance and available related links.  

4. RTS Article 5 “Limitations in data sources, methodologies and information”: Regulation Annex III, point 1, letters (m) and (q) say
· any limitation in data sources and methodologies used for the construction of ESG ratings;
· any limitation on the information available to ESG rating providers.
· RTS specifies additionally:
· the availability or consistency of data used in the rating process; 
· the engagement with rated items and issuers of rated items; 
· the lack of completeness, timeliness and accuracy of information; 
· the use of assumptions, proxy reference points and data estimation; 
· other restrictions related to the data and methodologies used.

5. RTS Article 6 “Organisational Disclosures” point 1: Regulation Annex III, point 1, letter (n) says
· (n) the main risks of conflicts of interest and the steps taken to mitigate them;
· RTS adds
· in which areas the identified risks occur; 
· why the ESG rating provider considers the identified risks to pose an actual or potential conflict of interest; 
· how the identified risks are mitigated; 
· whether any risks originate from entities which belong to the same group of undertakings.

Feedback responsive to RTS Article 3(1)(2); Article 4 (1); Article 5; Article 6(1):
The details around these disclosure requirements will significantly inhibit the ability of ESG Ratings Providers to create a viable business model (by creating prohibitive cost structures) and serve the markets.  

We support transparency and comparability and view the disclosure requirements contained within the Regulations are more than sufficient for the purpose of transparency.
Finally, the additional disclosure requirements contained in the RTS do not appear to offer any significant value.  Such onerous disclosures appear to mirror requirements for a more mature market.  

6. RTS Article 6 “Organisational Disclosures” point 2 .Regulation Annex III, point 1, letter (d) says:
· (d) the ownership structure of the ESG rating provider;
· RTS adds
· where the ESG rating provider is part of a group, information on each member of the group’s legal status and registered office; 
· a chart showing the ownership links with any parent undertaking, subsidiaries and any other associated entities, indicating the performance of any activities or services listed in Article 16 of Regulation (EU) 2024/3005 by any of those entities, where relevant.

Feedback: Annex I of the ESG Rating Activities Regulation (ERAR) only requires an applicant for an authorisation to submit to ESMA information on its ownership structure.  The proposed RTS therefore go beyond the scope of the Level 1 requirement by extending it to subsidiaries and in particular associated entities.  For the purposes of this requirement, we believe that providing ESMA a clear and comprehensive overview of the applicant entity’s ownership structure would be consistent with ESMA’s request.


 

7. RTS Article 6 “Organisational Disclosures” point 3:
· “how the criteria applied by ESG rating providers for establishing fees align with the steps required to ensure that they are charged in a fair, reasonable, transparent and non- discriminatory manner; 
· whether the ESG rating provider operates a subscription-paid model, an issuer-paid model, a combination of these, or another model; 
· a description of the relevant business model, and the proportion of total annual revenue including total turnover, of the ESG rating provider derived from each model; 
· where applicable, the impact of fees charged for services other than ESG rating activities on establishing fees charged in respect of ESG ratings and a description of those services.” 

Feedback:  Although we support the principle of transparency, we are concerned that disclosing the criteria establishing fees could reveal commercially sensitive information.  Further, we believe disclosing the impact of fees for services other than ESG rating activities would go against the concept of separation of activities under the Level 1 text of the ERAR.  Finally, disclosing such commercial information may result in COI, i.e., there is a risk that such transparency could inadvertently compromise the independence of ESG ratings analysts, as fee disclosures may create external pressures or perceptions of influence.   As such, we recommend ESMA consider removing the requirement that states “how the criteria applied by ESG rating providers for establishing fees align with the steps required to ensure that they are charged in a fair, reasonable, transparent and non- discriminatory manner” and “where applicable, the impact of fees charged for services other than ESG rating activities on establishing fees charged in respect of ESG ratings and a description of those services.” 

8. RTS Article 7: “Specific Methodology Disclosures” Point 1
· As part of the information disclosed in accordance with Annex III, point 2, letter (b), subpoint (i) of Regulation (EU) 2024/3005, ESG rating providers shall specify the methods used to collect any non-public data.

Feedback:  This process would be significantly onerous.  We would recommend that ESMA consider an alternative approach that would focus on an ESG Ratings Provider’s quality control procedures around non-public data.

<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>
RESPONSE
Feedback: If this document is expected to be machine readable, then a table is helpful to indicate the format of a response. If not, the Annex clearly references Annex III point 1 in the Regulation, and the requirement is therefore clear.  However, our feedback on the specific disclosure requirements contained in the draft RTS under Article 23(4) and 24(3) is contained in Question 3.

<ESMA_QUESTION_ ESGR_4>

Q5 	Do you agree with ESMA’s proposed cost benefit analysis? If not, please explain.
<ESMA_QUESTION_ ESGR_5>
RESPONSE
Feedback:  The cost benefit analysis appears inadequate and does not appear to take into consideration the infancy of this market, which may require an ESG Ratings Provider to pivot quickly in a variety of areas.  The higher degree of disclosure requirements imposed by the RTS is quite significant and will add substantially to the operational costs for ESG Ratings Providers. 
<ESMA_QUESTION_ ESGR_5>
1
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