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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
	RepRisk AG
	Activity
	Non-financial counterparty

	Are you representing an association?
	No]

	Country/Region
	Switzerland



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>
RepRisk AG (RepRisk) has questions regarding certain sections of this draft Regulatory Technical Standard (RTS). Below, we list each section on which we request clarification from ESMA, with the relevant RTS wording in italics, followed by our requests for clarification.
Article 1, Annex II, Parts F)-I) (Information to be provided in an application for authorisation or recognition)
Part F, point 2), letter (f): [The applicant shall include] a recent criminal-record file for each of the members of senior management from their countries of origin.
Clarification request: Can ESMA clarify whether the criminal record file must be notarised and apostilled if a senior management member’s country of residence differs from the country where the applicant is registered?


Part G, point 1): [The applicant shall specify] the number of rating analysts, employees and other persons working for the applicant who are directly involved in ESG rating activities.
Clarification request: Can ESMA clarify what is meant by “directly involved” in ESG rating activities? This term is difficult to interpret for providers whose rating process relies heavily on artificial intelligence, mathematical models, and strict rule-based human decision-making rather than on individuals’ judgment and assessments.
Clarification request: Can ESMA clarify whether and when providers must submit updates in case of personnel changes?


Part H: [The applicant shall specify] 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.
Clarification request: Can ESMA clarify the definition of an “ESG rating product”? Is our understanding correct that where a provider provides different types of quantitative scores or metrics measuring different aspects of ESG risk, these different types of scores or metrics are each an ESG rating product?


Part I, point 1): [The applicant shall specify] for each ESG rating product listed in Part H, the description of applicable procedures and methodologies, models and key rating assumptions to issue ESG ratings, including information on: 
Clarification request: Can ESMA clarify what “model” means in this context? 

Part I, point 1, letter b): [The applicant shall specify] for each ESG rating product listed in Part H, whether the applicant expects to use methodologies that are based on scientific evidence and takes into account the targets and objectives of the Paris Agreement or any other relevant international agreements.
Clarification request: Can ESMA clarify what is meant by “scientific evidence”? Does this reference cover only scientific evidence connected to the Paris Agreement and similar international agreements (e.g., those relating to carbon goals or similar science-based target initiatives), or is it intended to broadly include scientific evidence of any sort, e.g. academic research originally used to develop algorithms underlying the rating methodology?
Rationale: It is RepRisk’s position that limiting “scientific evidence” to scientific evidence relating to climate goals or international frameworks such as OECD guidelines, Sustainable Development Goals, the Equator Principle, and the like will result in greater clarity and comparability regarding each applicant’s ratings.

By contrast, information on any and all scientific evidence relating to the development and implementation of algorithms, machine learning models, and the like is unlikely to add meaningful clarity and will not serve the purpose of rendering different providers’ product offerings more comparable. 


Clarification request: Can ESMA clarify what is meant by “other relevant international agreements”?
Rationale: It is RepRisk’s understanding that “other relevant agreements” in this context relates to agreements on climate goals or international frameworks like those mentioned in the preceding clarification request. Clarity on whether this understanding is correct will assist RepRisk and other providers in preparing clear, comprehensible authorisation applications. 



Part I, point 3): [The applicant shall specify] for each ESG rating product listed in Part H, procedures for the review of ESG rating methodologies, models and key rating assumptions.
Clarification request: Can ESMA confirm our understanding that this requirement covers the procedures for the review and validation of a rating provider’s existing methodology, not the ongoing systematic review of the output resulting from that methodology?






Article 1, Annex IV, letter b) (Additional information to be provided related to endorsement of ESG ratings provided by ESG rating providers established outside the Union)
[The applicant shall provide] information whether the ESG rating provider is lodging a request to be authorised to endorse ESG ratings provided by ESG Rating provider established outside the Union in accordance with Article 11(1)(a) of Regulation (EU) 2024/3005, and if so, for each expected endorsement:
b) The information required under Part H, Annex II of this Regulation for each category of ESG ratings to be endorsed.
Clarification request: Can ESMA clarify the definition of “category of ESG ratings?” Does “category” in this context refer to the distinction between “opinion” and “score” as set forth in the definition of “ESG rating” in Article 3, point 1 of EU Regulation 2024/3005?

<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>
Yes. However, we would appreciate confirmation on a related item under Article 15 of EU Regulation 2024/3005, and also have one clarification request regarding Article 16 of EU Regulation 2024/3005.

Article 15, point 10
ESG rating providers shall establish and maintain a permanent, independent and effective oversight function to ensure oversight over all aspects of the provision of their ESG ratings.
Clarification request: Can ESMA confirm whether providers are(i) required to put in place a new function that assumes the above-mentioned role, (ii) required to outsource this function, or (iii) permitted to include this oversight function in an existing role?


Article 16(5)
ESMA shall develop draft regulatory technical standards to specify the details of the measures and safeguards to be implemented pursuant to paragraphs 2, 3 and 4.
Clarification request: Can ESMA confirm that the methodology and other disclosure requirements under EU Regulation 2024/3005 will, in particular, also require providers to disclose the purpose for every ESG rating where a provider uses its ESG ratings for index construction?
Rationale: Benchmark providers receive favourable treatment under EU Regulation 2024/3005 in light of the derogation reflected in Article 16(3) of EU Regulation 2024/3005. It is our position that a substantial conflict of interest arises where the methodology underlying ESG ratings is determined by the needs of index/benchmark construction. To identify and mitigate such conflicts of interest, we request that ESMA consider this potential for conflicts of interest in applying the methodology disclosure requirements of EU Regulation 2024/3005 to ratings providers who issue benchmarks.
<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>
RepRisk has questions regarding certain sections of this draft Regulatory Technical Standard (RTS). Below, we list each section on which we request clarification from ESMA, with the relevant RTS wording in italics, followed by our requests for clarification or confirmation. In addition, RepRisk wishes to raise questions regarding a related section of EU Regulation 2024/3005.

Article 3, point 1, letter (a)
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:
(a) the name of the rated item […].
Clarification request: Can ESMA confirm that this disclosure requirement applies only to providers that publish their ESG ratings on their website or through other means (as referenced in EU Regulation 2024/3005, Article 2, point 1, letter a(i))?
By contrast, providers that do not make their ratings public, and instead distribute their EGS ratings by subscription or other contractual relationships (as referenced in EU Regulation 2024/3005, Article 2, point 1, letter a(ii)), then are not expected to disclose to the public the names of every rated item covered by the provider’s ESG ratings, i.e. publicly disclosing their confidential ratings coverage universe. 
Further, if the requirement were to apply to all rating providers, we would welcome ESMA’s assessment of whether we could rely on the disclosure exclusion in Article 15, point 13 for intellectual property qualifying as trade secrets, to obtain a derogation from the requirement.  
Rationale: 
Intellectual property and confidentiality: For business confidentiality and intellectual property protection reasons, we do not make our ratings or the names of rated items public. Requiring us to publicly disclose the names of every rated item would raise serious confidentiality concerns, without any countervailing benefit to the public. 
Our coverage universe, i.e. information on which rated items we cover, constitutes highly sensitive and confidential intellectual property. Access to information on our coverage would enable competitors to easily conduct a gap analysis on our ratings offering vs. their own, and to use that information to enhance their own offering at our expense.
For that reason, we make our coverage universe accessible only to clients with licensing agreements containing appropriate confidentiality protections. Prospective clients who wish to learn the scope of our coverage can also trial our product offering at no cost, subject to non-disclosure agreements. In this way, our confidential business information remains protected, while current and prospective clients have full transparency on the universe of rated items we cover. 
We see no offsetting benefit to the public in making our coverage universe publicly available. There is no scenario in which a member of the public would inadvertently obtain our ESG ratings and require information on our coverage universe to provide context.
Cost: Requiring public disclosure of the name of every rated item in our coverage universe would also impose significant costs. We update our coverage universe daily at a rate of several hundred new rated entities. Maintaining a constantly updated public list of rated entities would impose substantial logistical costs and organisational burden.



Article 3, point 1, letters (b)-(e)
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:
(b) the specific risks covered, where the ESG rating is assessing risks; 
(c) the specific impacts covered, where the ESG rating is assessing impacts; 
(d) how the proportion of the risk and impact materiality is determined in the case of the double materiality principle; 
(e) where the ESG rating product is based on other materiality dimensions, a description of those dimensions.
Clarification request: Can ESMA confirm that “risks” and “impacts” are used in this context to refer to the two aspects of double materiality: with “risk” referring to risks that affect companies, e.g. financial risk resulting from environmental disasters or similar events, whereas “impact” refers to the impact of a company on the environment? 
Clarification request: Can ESMA confirm that “impact” is intended to cover only negative impact?



Article 3, point 3
As part of the information disclosed in accordance with Annex III, point 1, letters (o) and (p), of Regulation (EU) 2024/3005, ESG rating providers shall, where applicable: 
(a) include an indication of whether the rating takes into account the targets and objectives of the Paris Agreement and which other international agreements are taken into account, with reference to basic identifying information on these agreements together with an explanation of their relevance to the rating;
(b) specify whether the rating is benchmarking commitments against the objectives of those agreements.
Clarification request: Can ESMA confirm that rather than requiring providers to give a simple yes/no answer on whether or not their ratings take into account the targets of the Paris Agreement and other relevant agreements, this duty requires providers to clearly state which factors their ratings do take into account? 
Rationale: Our rationale for requesting confirmation is that the Paris agreement and similar international agreements are – by design and definition – out of scope for some providers’ rating products because their rating methodologies are intentionally designed to exclude any self-reported information. A simple yes/no answer on whether such ratings take into account the targets of the Paris Agreement would result in an incorrect perception of the ratings and their intended use. By contrast, an explanation of the specific factors which play a role in a provider’s ratings offers a more transparent, accurate view of such ratings and their intended use.



Article 3, point 4
As part of the information disclosed in accordance with Annex III, point 1, letter (j), of Regulation (EU) 2024/3005, ESG rating providers shall describe the absolute or relative values referred to within the ranking system used.
Clarification request: Can ESMA confirm that the following definitions of “absolute” and “relative” values, which are common in the data and ratings industry, can be used in this context:
absolute: refers to the raw, standalone value of a risk rating or metric, without comparison to other entities, time periods, or baselines. 
· Interpretation: this value quantifies the risk in concrete terms, based on the underlying data, useful for understanding severity or magnitude independently.
relative: refers to a comparative value of a risk rating or metric, expressed in relation to another entity, benchmark, or time-period. This is often represented as a ratio, rate of change, normalized value, or comparison.
· Interpretation: this value provides information on how “risky” something is compared to something else, which is useful for prioritization, benchmarking, rankings, or trend analysis.

Article 4, point 1
As part of the information disclosed in accordance with Annex III, point 1, letter (a), of Regulation (EU) 2024/3005, ESG rating providers shall include all of the following:
(a) the name or unique identifier of the applicable methodology;
(b) the list and overview of relevant supporting models and key rating assumptions;
(c) the time-horizon over which the ESG rating is considered valid; 
(d) the time-horizon of the backward-looking data and forward-looking data taken into 
consideration;
(e) how major new information is taken into account in the methodology;
(f) the dates of the last update of the methodology and the changes made compared to the previous version
(g) data estimation methods and methods to address limitations in data sources;
(h) a description of the ranking system used with reference to:
(i) how the ranking system should be understood, with an illustrative example where 
relevant;
(ii) the meaning of each rating category for absolute and relative values;
(iii) 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.
Clarification request: Can ESMA confirm that the rating methodology on which providers shall disclose information under this section refers to the algorithm or other quantitative methodology by which ratings are calculated?

Clarification request: Can ESMA clarify what is meant by “major new information?” Is our understanding correct that it is sufficient to explain the safeguards to ensure a ratings methodology is robust and designed to account for new information, e.g., because the methodology is issue-agnostic by design? 
Rationale: We are concerned that a more granular response detailing precisely how, when, and in which ways new information is incorporated would force providers to reveal trade secrets and other confidential information to the public and competitors.

Clarification request: Can ESMA clarify what is meant by a “rating category” in Article 4, point 1, letter (h)(ii)?






Article 4, point 3
As part of the information disclosed in accordance with Annex III, point 1, letter (e), of Regulation (EU) 2024/3005, ESG rating providers shall provide, where applicable, an explanation of the relevance of scientific evidence to the rating methodology, including the title, author and publication dates of the studies, models or frameworks taken into account.
Clarification request: Can ESMA clarify what “the relevance of scientific evidence to the rating methodology” means in this context?



Article 4, point 4
As part of the information disclosed in accordance with Annex III, point 1, letter (k), of Regulation (EU) 2024/3005, ESG rating providers shall specify the risks and limitations per types of artificial intelligence technologies employed and their use in data collection and the rating process.
Clarification request: Can ESMA confirm that “types of artificial intelligence technologies” refers to categories of artificial intelligence (AI), e.g.
(i) traditional AI (task-specific or rule-based AI systems designed to carry out specific actions or commands)
(ii) generative AI (using large language models to generate content), including whether the use of generative AI includes retrieval-augmented generation (RAG) 
(iii) agentic AI (designed for autonomous decision-making and taking action with minimal human intervention)?

Clarification request: With regard to “risks and limitations,” can ESMA confirm our understanding that this disclosure obligation requires providers to disclose, for each category of AI it employs, risks and limitations such as:
(i) bias resulting from the underlying data set or the prompts used
(ii) hallucinations or incomplete information
(iii) limitations resulting from the use of AI models developed by third-party providers
(iv) limitations as to the tasks each AI category can perform and the results it can achieve compared to what human intelligence would be able to achieve? 






Article 5, letters (a)-(d)
As part of the information disclosed in accordance with Annex III, point 1, letters (m) and (q), of Regulation (EU) 2024/3005, ESG rating providers shall explain any limitations in respect of the following:
(a) the availability or consistency of data used in the rating process
Clarification request: Can ESMA confirm that a disclosure listing the general categories of bias and limitations regarding data availability and consistency in the rating process will suffice?
Rationale: we are concerned that providing granular, technical detail on all limitations regarding the availability or consistency of data throughout each step of the rating process will lead to obfuscation rather than transparency. We strongly believe that a clear, high-level description of such limitations will better serve the public’s overall understanding of each rating’s limitations.
Clarification request: Can ESMA confirm whether this disclosure requirement applies to each ESG rating product or to the rating process overall?

 (b) the engagement with rated items and issuers of rated items
· Clarification request: Can ESMA confirm that a provider’s decision not to engage with rated items should not be deemed a limitation where the provider’s methodology, by definition and design, omits all self-reported information issued by or obtained from rated items? 
· Rationale: the fact that we, like several other providers, do not engage with rated items is a defining feature of our methodology, not a limitation. We are concerned that characterizing this fact as a limitation would lead to an inaccurate, biased perception of ESG ratings that provide an outside-in view on ESG risks.

(c) the lack of completeness, timeliness and accuracy of information
· Clarification request: Can ESMA confirm that “information” in this context is intended to be synonymous with “data” as used in letter (a)?
· Clarification request: Can ESMA clarify the difference in the requirements imposed by letter (a) and letter (c)?

(d) the use of assumptions, proxy reference points and data estimation
· Clarification request: Can ESMA confirm whether letter (d) refers only to ESG ratings that use estimated or proxy information, e.g. information on one company that can be used to infer information on another company, e.g. country or sector information? 




Article 6, point 3
As part of the information disclosed in accordance with Annex III, point 1, letter (l), of Regulation (EU) 2024/3005, ESG rating providers shall explain: 
(a) 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
(b) whether the ESG rating provider operates a subscription-paid model, an issuer-paid model, a combination of these, or another model 
(c) 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
 (d) 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.
· Clarification request: Can ESMA confirm that this disclosure requirement does not require providers to publicly disclose any actual pricing data, statistics or metrics on pricing, or information on fee segmentation across client size, type of client, markets, and similar criteria?  
· Rationale: This information is confidential because it is highly commercially sensitive. Public disclosure thereof would severely prejudice providers’ commercial interests. For the avoidance of doubt, we have no concerns with providing such information to ESMA, subject to confidentiality assurances.

· Clarification request: Can ESMA confirm that to the extent a provider must provide its fee schedules and pricing policy to ESMA upon request, as part of the provider’s authorisation application, such information provided to ESMA will remain confidential?

· Clarification request: With regard to letter (b), can ESMA provide clarification on what is meant by “subscription-paid model” and by “issuer-paid model”? Is this distinction between the two types of models intended to reflect:
(i) whether the business employs a licensing model vs. individual ratings purchases, or
(ii) whether issuers vs. subscribers/investors pay for the rating?




Article 7, point 3
As part of the information disclosed in accordance with Annex III, point 2, letter (a), subpoint (iv), of Regulation (EU) 2024/3005, ESG rating providers shall include a description of any potential shortcomings relating to the use of preestablished statistical or algorithmic systems or models in ESG measures.
· Clarification request: Can ESMA confirm that the requirement to describe “potential shortcomings of methodologies” relates only to potential shortcomings regarding “the use of pre-established statistical or algorithmic systems or models in ESG measures”? 
· Clarification request: Can ESMA provide examples of such shortcomings?




EU Regulation 2024/3005, Art.15, point 12; Annex III, point 1, letters (b)-(c) and point 2, letter (b)(ii))
ESG rating providers shall notify the rated item or the issuer of the rated item during its working hours and at least two full working days before the first issuance of the ESG rating in order to give the rated item or the issuer of the rated item an opportunity to inform the ESG rating providers of any factual errors. To that end, ESG rating providers shall make available, upon request by the rated item or by the issuer of the rated item, free of charge and on a non-commercial basis, the information referred to in point 1, points (b) and (c), and point 2, point (b)(ii), of Annex III […]
· Clarification request: We would welcome ESMA’s assessment whether a derogation from the notification requirement can be granted on the basis of the concerns outlined below. 
We would also welcome ESMA’s assessment of whether we could rely on the disclosure exclusion in Article 15, point 13 for intellectual property qualifying as trade secrets, to obtain a derogation from the notification requirement. 
· Rationale: 
Methodology concerns: first, and most saliently, the notification requirement is fundamentally at odds with our methodology and business model. Our methodology is issues-driven and covers any entity exposed to ESG risks. Our “outside-in” view focuses solely on publicly reported information; we screen 500,000+ documents daily from 150,000 publicly available sources (i.e., media news and similar sources) to identify any entities – public or private – referenced in connection with potential ESG risks. 
Given our focus on risk, by definition we cover only reported negative news and exclude any self-reported information such as mitigation reporting. Our ratings do not assess whether or not events described in news reports actually occurred as reported; rather, our methodology considers whether events implicating E, S, and G concerns were reported publicly. Leveraging a combination of AI and human analyst intelligence, we use a transformative process following our rigorous proprietary methodology and curation to create our proprietary ESG ratings.
Requiring us to consider or even incorporate information received from rated items into our ratings would be fundamentally inconsistent with our methodology. By definition, such information would be self-reported; including it would run counter to our entire approach. Further, any information received from a rated item would not affect the key facts underlying our methodology – whether a news source reported a particular E, S, or G violation, and the parameters of such reporting. 
We understand that ESMA may wish to grant rated items the opportunity to fact-check whether a provider accurately followed its own methodology in producing a rating. However, where a methodology, like ours, employs multi-step AI classifiers modulated by human feedback to produce ever more accurate machine learning results, it would be impossible for a third party to replicate such ratings or assess their accuracy without access to our own AI models, in-depth knowledge on the AI classifier process, our confidential analyst manuals, and our team of analysts.
Intellectual property concerns: second, our ratings are our intellectual property. We guard access to our ratings carefully and make them available to our clients subject to licensing agreements which prohibit sharing and redistribution except in specific, pre-approved cases subject to strict legal ring-fencing. Disclosing our ratings externally, outside of our licensing parameters and without sufficient context on what the ratings are designed to reflect, would present substantial risks to our intellectual property rights and to our commercial model. 
Feasibility concerns: third, for providers who add new rated items at a rate of several hundred entities each day, there are concerns about the feasibility of notifying each rated entity in advance. In addition, as many of the new rated items we add to our data universe are private companies, identifying and contacting the appropriate individuals within such companies poses both feasibility and data privacy concerns. 

<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>
No, we do not see a need for such an expanded table.
<ESMA_QUESTION_ ESGR_4>



Q5 	Do you agree with ESMA’s proposed cost benefit analysis? If not, please explain.
<ESMA_QUESTION_ ESGR_5>
We agree.
<ESMA_QUESTION_ ESGR_5>
Public
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