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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





General information about respondent
	Name of the company / organisation
	European Federation for Transport and Environment
	Activity
	Non-financial counterparty (NGO)

	Are you representing an association?
	No

	Country/Region
	Belgium



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>
Overall, T&E agrees with ESMA's proposals.
The application should include:
· (a) All information necessary to demonstrate that the conditions laid down in paragraph 1 are met [consolidated annual net turnover of all their activities below €6,000,000 for the balance sheet total and €12,000,000 for the net turnover for the latest three consecutive years, and when the entity belongs to a group, the consolidated net turnover assessed on a consolidated basis by an independent external auditor or a certification of the competent authority of the third country], including the information listed in Annex I. Moreover, all information necessary to satisfy ESMA that the ESG rating provider has established all the necessary arrangements to meet the requirements referred to in paragraphs 2 and 3 [appointed legal person located in the Union as the provider’s legal representative who can provide, upon ESMA’s request, all information regarding ongoing fulfilment of the Regulation’s obligations];
· (b) The list of its actual or prospective ESG ratings which are intended for distribution in the Union;
· (c) Where applicable, the name and contact details of the competent authority in the third country responsible for its supervision.
For the recognition of third country providers, we support the drafting in Annex I that explicitly requires applicants to demonstrate that the measures in the EU Regulation, including those on formal and practical separation of activities (see our answer to Q2) are being met in an equivalent and sufficient way.
<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>
We agree that the establishment of Chinese Walls requires both organisational and physical measures to ensure full segregation of functions and information barriers. Beyond legal separation, this requires practical measures to ensure that each activity is exercised autonomously and to avoid creating a conflict of interest. We therefore support the analysis in paragraph 21 of the consultation paper that conditions such as shared office space, common reporting lines or other intra-group contracts can undermine independence. We support ESMA's interpretation of Article 16.2 which allows for such practical restrictions for companies that want to provide ESG ratings in spite of the default formal separation of activities foreseen in Article 16.1.
<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>
While T&E recognises the intention behind ESMA’s proposals for the draft technical standards under Articles 23(4) and 24(3), we would like to stress the critical importance of maintaining the robustness of the disclosure requirements under point 1 of Annex III. We emphasise the relevance of ensuring that the disclosure requirements under point 1 of Annex III are robustly implemented. This section is the cornerstone of the regulation, and it is essential that none of its informational points are diluted through weak ESMA and Joint Committee draft regulatory technical standards (RTS) and future implementing technical standards (ITS). We highlight the following key areas:
· Risk and impact materiality: Disclosures should be clear and comprehensive, detailing how risk and impact materiality are assessed and proportioned within individual ESG ratings.
· ESG factor weighting: Methodologies for weighting of environmental, social, and governance factors should be transparently disclosed, including the rationale for the distribution chosen and its impact on overall ratings.
· Relative and absolute values: Disclosures should clearly distinguish between relative and absolute values used in ESG ratings, ensuring users understand the context and significance.
· ESG ratings should explicitly consider and disclose their alignment with the Paris agreement and other relevant international agreements, ensuring global relevance and sustainability goals.
· Additionally, T&E advocates including a clear explicit warning about generic and product-specific limitations in data sources and methodologies, as listed under Annex III 1.k. In our view, such a warning is essential to fostering transparency and ensuring that all parties understand the limitations and potential biases inherent in ESG ratings. In some cases, it could simply take the form of well-known product warnings such as those related to past guarantees in retail investment products.
In conclusion, while we support ESMA’s proposals, we urge a rigorous approach to implementing the disclosure requirements under point 1 of Annex III to ensure increased transparency, comparability and reliability of ESG ratings.
<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>
T&E supports expanding the table in the annex of the technical standards under Articles 23(4) and 24(3) to provide a clear sequence and structure for all disclosures required under parts 1 and 2 of Annex III. This approach would enhance the transparency and comparability of ESG ratings across different providers, aiding stakeholders in making informed decisions. A uniform structure would ensure consistency in how information is presented, reducing complexity and improving the accessibility and clarity of ESG ratings.
Ultimately, an expanded table would optimise regulatory efficiency and strengthen the credibility of ESG ratings, benefiting all stakeholders.
<ESMA_QUESTION_ ESGR_4>

Q5 	Do you agree with ESMA’s proposed cost benefit analysis? If not, please explain.
<ESMA_QUESTION_ ESGR_5>
T&E does not fully agree with ESMA’s proposed cost-benefit analysis, especially with its emphasis on reducing administrative burden and simplifying processes. While the intent to streamline procedures is understandable, these efforts should not undermine the regulation's core objectives of compliance, transparency, and ensuring the effectiveness of ESG disclosures, all of which were only recently agreed at the level of the legislator and subject to a detailed political process where different societal trade-offs were considered. 
Additionally, the ESG ratings regulation is not specifically targeted as part of any forthcoming “Omnibus” regulatory simplification process. While no one wants to see unnecessary administrative burden imposed on business, the lack of “simplification” action on this regulation confirms that the European Commission has no specific reason to single out this law as being overly burdensome. We therefore do not support ESMA’s pro-active “simplification” proposal and would suggest leaving this assessment to the Commission and co-legislators after the first implementation phase.
<ESMA_QUESTION_ ESGR_5>
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