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EFPA Response to the European Commission’s Consultation on ‘EU Taxonomy-
Review of Climate and Environmental Delegated Acts’

EFPA is the leading professional standards setting body for financial advisors and
planners in Europe. It has more than 100000 certificate holders across 13 European
countries, including over 10000 ESG Adviser certificate holders.

EFPA is responding to the consultation in this capacity.

First of all, we welcome the opportunity to respond to this important and time critical
consultation.

We are of the view, from a financial advisory perspective, that the
scientifically-informed technical screening criteria are extremely positive from a
number of perspectives:

- The combat greenwashing and substantially mitigate potentially misleading
claims

- They enable the incentivisation and guidance of capital flows toward climate
neutral and environmentally sustainable projects and enable access to
funding at more competitive rate.

- They increase transparency by creating a common reference point for what
constitutes a sustainable economic activity, hence setting the benchmark in
terms of creating a unifying language, and enable the scaling up of investment
across the EU.

- They potentially improve the attractiveness of the EU from a sustainability
perspective, in terms of accessing non-EU capital flows and investors, as well
as attracting non- EU firms to locate their activities within EU borders given
increased policy uncertainty in this area internationally.

We also have a number of potential concerns:

- The taxonomy is complex in terms of its technical screening criteria and could
be simplified further to improve its usability and support more widely the
transition to a climate neutral, circular and more sustainable economy.

- Following on from this, the costs of compliance can be high due to onerous
reporting requirements.

- Not all sectors are currently included, e.g. agricultural sector, thus potentially
impacting negatively broader access to capital market funding associated with
the green economy.
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- Although we appreciate, as the Commission points out, that the Climate and
Environmental Delegated Acts, and the associated technical criteria are
‘living’ documents, where amendments and elaborations to, inter alia, the
screening criteria can take place over time, we consider that changes that are
too frequent can create uncertainties, which can stymy and lead to delays in
investment activity and related financing.

We make several observations:

A drawback associated with complex technical criteria is that there have been delays
in incorporating more sectors within coverage. Perhaps a way can be found to speed
up the incorporation of other sectors, initially through the adoption of more simple
technical criteria (e.g. in agriculture, or sub-sectors of the agricultural sector, where
some criteria may have indeed been already substantially agreed?), which would
remain operational for a reasonable period (to be defined) in order to speed up
access to capital injections within these currently omitted sectors.

The simplification of the technical criteria, always scientifically informed, would allow
a better understanding

- of the manufacturers and entrepreneurs (big or small),

- of their employees,

- of the financial analysts (which can be generalist to all sectors and not
specialist on one sector),

- of the financial advisors (expert in finance but not necessarily on the
constraints of each sector),

- and finally of the public.

It could allow a better understanding of the criterion themselves from the different
stakeholders, and on what we want to reach following them, generating a higher
adhesion of the public.

Relatedly, the taxonomy scope, being currently limited to large companies, may
impede investment in smaller companies, by they being less able to prove their
green credentials to potential investors. Perhaps a more simplified administrative
burden on smaller firms may be a possibility? One potential approach may be
through a more streamlined ‘do no significant harm’ principle to be considered and
employed and targeted in such cases. Also, a potentially more ‘proportionate rule’ or,
where appropriate, considering amendments relating to ’transitional activities’ or
‘enabling activities’ targeting these firms in order to bring them in scope.

Taking these two points together, widening and deepening the available pool of
climate-related and environmental investment opportunities, relates to current
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discussions on capital markets union (CMU), insofar as a single capital market would
contribute to directing a larger pool of capital across all member states to such an
enlarged pool of emergent Green-related projects.

In drafting amendments to the Delegated Acts there may be an opportunity to
enhance the communications strategy in relation to the taxonomy to reinforce
political, corporate and investor alignment and understanding. This may help to
reduce subsequent misunderstandings and minimise potential legal challenges (such
as in the recent European Court ruling whereby nuclear and fossil gas could be
included in the EU taxonomy).

We make our comments in the spirit of trying to walk the tightrope between
regulatory simplification to widen the breadth and depth of sectoral and firm size
inclusion versus an idealised preservation of robust climate and environmental action
at this critical juncture in the Green agenda. Reducing the regulatory burden in this
domain was specifically mentioned in the Draghi Report as a mechanism to enhance
competitiveness and innovation within the EU.



