Brussels, 07 April 2022

Interinstitutional files:
2021/0191 (COD) WK 5276/2022 INIT

LIMITE

EF
ECOFIN
ENV
CODEC
SUSTDEV

This is a paper intended for a specific community of recipients. Handling and
further distribution are under the sole responsibility of community members.

WORKING DOCUMENT
From: General Secretariat of the Council
To: Working Party on Financial Services and the Banking Union (Sustainable Finance)
Financial Services Attachés
N° Cion doc.: ST 10027/21 - COM(2021) 391 final
Subject: EuGB - Presidency compromise proposal

Communicated to delegations by email on 6 April 2022 at 14:29
Dear Financial Services Attachés,

As a follow-up to our meeting on 28 January and further to informal consultations, please find attached a
Presidency compromise proposal for a Council mandate on the European Green Bond Regulation.

Please note that the Commission will make the following statement for COREPER minutes regarding
certain securitisation aspects of the European Green Bond Regulation:

"Following the publication of the European Banking Authority's report which calls for addressing certain
securitisation aspects of the EU GBS, the Commission stands ready to facilitate an agreement between the
co-legislators in the framework of the incoming trilogue negotiations."
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The Presidency hopes that the attached compromise has sufficient support by Member States, and has
the intention of including the EuGB mandate on the agenda of COREPER meeting on Wednesday 13
April as an "I item" (item without discussion).

Best regards, French Presidency EuGB Team
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French Presidency compromise proposal, as presented in the Working Party

under attaché format on 28" January 2022

REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

on European Ggreen bBonds

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,
Having regard to the Treaty on the Functioning of the European Union, and in particular
Article 114 thereof,

Having regard to the proposal from the European Commission,

After transmission of the draft legislative act to the national parliaments,

Having regard to the opinion of the European Economic and Social Committee',
Acting in accordance with the ordinary legislative procedure,

Whereas:

(1) The transition to a climate-neutral, sustainable, resource-efficient, circular and fair
economy is key to ensuring the long-term competitiveness of the economy of the Union
and the well-being of its peoples. The Paris Agreement adopted under the United
Nations Framework Convention on Climate Change (the ‘Paris Agreement’) was
approved by the Union on 5 October 20162 Article 2(1), point (c), of the Paris
Agreement sets out the objective of strengthening the response to climate change by,
among other means, making finance flows consistent with_the Union’s target of
climate-neutrality by 2050 and climate-resilient development.

(2) In its communication of 14 January 2020 titled ‘Sustainable Europe
Investment Plan. European Green Deal Investment Plan’, the Commission
envisaged the establishment of a standard for environmentally sustainable bonds to
further increase investment opportunities and facilitate the identification of
environmentally sustainable investments through a clear label. In its December2020
conclusions of 11 December 2020, the European Council invited the Commission to
put forward a legislative proposal for a green bond standard.

1 oJC,,p..

2 Council Decision (EU) 2016/1841 of 5 October 2016 on the conclusion, on behalf of the European
Union, of the Paris Agreement adopted under the United Nations Framework Convention on Climate Change
(OJ L 282,19.10.2016, p. 1 4).
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(4)

©)

(6)

(7)

Environmentally sustainable bonds are one of the main instruments for financing
investments related to green technologies, energy efficiency and resource efficiency as
well as sustainable transport infrastructure and research infrastructure. Financial ander
non-financial undertakings as well aser sovereigns can issue such bonds. The various
existing initiatives for environmentally sustainable bonds do not contain common
definitions of environmentally sustainable economic activities. This prevents investors
from easily identifying bonds the proceeds of which are aligned with, or are
contributeig to, environmental objectives as laid down in the Paris Agreement.

Diverging rules on the disclosure of information, on the transparency and accountability
of external reviewers reviewing of environmentally sustainable bonds, and on the
eligibility criteria for elgible environmentally sustainable projects, could impede the
ability of investors to identify, trust, and compare environmentally sustainable bonds,
and the ability of issuers to use environmentally sustainable bonds to transition their
activities towards more environmentally sustainable business models.

In ensuring alignment with the objectives of the Paris Aagreement, and given theexisting
divergences and the absence of common rules, it is likely that Member States will adopt
diverging measures and approaches, which will have a direct negative impact on, and
create obstacles to, the proper functioning of the internal market, and be detrimental to
issuers of environmentally sustainable bonds. The parallel development of market
practices based on commercially driven priorities that produce divergent results may
cause eausesmarket fragmentation and risks further exacerbating inefficiencies in the
functioning of the internal market. Divergent standards and market practices make it
difficult to compare different bonds, create uneven market conditions for issuers, cause
additional barriers within the internal market and risk distorting investment decisions.

The lack of harmonised rules for the procedures used by external reviewers tefor
reviewing environmentally sustainable bonds and the diverging definitions of
environmentally sustainable activities make it increasingly difficult for investors to
effectively compare bonds across the Union with respect to their environmental
objectives. The market for environmentally sustainable bonds is inherently
international, with market participants trading bonds and making use of external review
services from third-party providers across borders. Action at Union level could reduce
the risk of fragmentation of the internal market for environmentally sustainable bonds
and bond-related external review services, and ensure the application of Regulation
(EU) 2020/852 of the European Parliament and of the Council? in the market for such
bonds.

A uniform set of specific requirements should therefore be laid down for bonds issued
by financial ander non-financial undertakings ander sovereigns that decide to use on a
voluntary basis the designation ‘European green bond’ or ‘EuGB’ for such bonds.
Specifying quality requirements for European green bonds in the form of a Regulation
should ensure that there are uniform conditions for the issuance of such bonds by
preventing  diverging national requirements that could result from the transposition
of a Directive, and should also ensure that those conditions are directly applicable to
issuers of such bonds. Issuers that voluntarily use the designation ‘European green
bond’ or ‘EuGB’ should follow the same rules across the Union in order to increase

4

Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June 2020 on the

establishment of a framework to facilitate sustainable investment, and amending Regulation (EU) 2019/2088 (OJ
L 198, 22.6.2020, p. 13).
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)

(9a)

market efficiency by reducing discrepancies and thereby also reducing the costs of
assessing those bonds for investors.

In accordance with Article 4 of Regulation (EU) 2020/852, and in order to provide
investors with clear, quantitative, detailed and common definitions, the requirements set
out in Article 3 of that Regulation should be used to determine whether an economic
activity qualifies as environmentally sustainable. Proceeds of bonds that use the
designation ‘European green bond’ or ‘EuGB’ should exclusively be used to fund
economic activities that either are environmentally sustainable and areshould thus be
aligned with the environmental objectives set out in Article 9 of Regulation (EU)
2020/852; or contribute to the transformation of activities to become environmentally
sustainable. Those bonds ean should however be able to be used both to finance such
environmentally sustainable activities directly through the financing of assets and
expenditures that relate to economic activities that meet the criteria for
environmentally sustainable economic activities requirements set out in Article 3 of
Regulation (EU) 2020/852 (‘taxonomy requirements’), or indirectly through financial
assets that finance economic activities that meet those requirements. It is therefore
necessary to specify the categories of expenditures and assets that can be financed with

the proceeds of bends-that-use-the-destgnation—European green bondser—EuwGB-*.

The proceeds of European green bonds should be used to finance economic activities
that have a lasting positive impact on the environment. Such lasting positive impact can
be attained in several ways. Since fixed assets are long-term assets, a first way is to use
the proceeds of such European green bonds to finance fixed tangible or fixed intangible
assets that are not financial assets, provided that those fixed assets relate to economic

activities that meet the requirements—for—environmentally——sustainable—economie
activitiesset-out-in-Article 3-ef Regulation-(EHU)2020/852(“taxonomy requirements>).

Since financial assets can be used to finance economic activities with a lasting positive
impact on the environment, a second way is to use those proceeds to finance financial
assets, provided that the proceeds frem—of those or_subsequent financial assets are
allocated to economic activities that meet the taxonomy requirements. Such financial
assets can be debt instruments, such as credit agreements, leases or bonds, equity
instruments, or a combination thereof. Since the assets of households can also have
a long-term positive impact on the environment, those financial assets should also
include the assets of households. Since capital expenditure and selected operating
expenditure can be used to acquire, upgrade or maintain fixed assets, a third way is to
use the proceeds of such bonds to finance capital and operating expenditures that relate
to economic activities that meet the taxonomy requirements or that will meet those
requirements within a reasonably short period from the issuance of the bond concerned,
which can be extended however where duly justified by the specific features of the
economic activities and investments concerned. For those reasons eutlined-abevethe
capital and operating expenditures should also include the expenditures of households.

For certain economic activities for which there are no technical screening criteria

EN

under Regulation (EU) 2020/852 that have entered into force or for certain
activities in the context of international support that contribute to the
environmental objectives, a limited degree of flexibility should be provided for.
Such flexibility should appropriately limited in size and scope in order to maintain
a very high level of ambition for the European green bond standard. Consequently,
the issuer should demonstrate that the activities contribute substantially to one or
more of the environmental objectives, that they do not significantly harm any of
the environmental objectives and that they are carried out in compliance with the
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minimum safeguards. This demonstration should be included in the European
oreen bond factsheet and thus validated by an external reviewer via a positive
opinion in the pre-issuance review.

To facilitate the issuance of European green bonds by smaller issuers, the

(10)

(11)

(12)

EN

requirements to allocate the proceeds of European green bonds to environmentally
sustainable economic activities should apply only to the net proceeds of such bonds.
The net proceeds comprise the difference between the total bond proceeds and the
direct issuance costs of the bond, which include the costs of financial intermediaries
leading the issuance, advisory costs, legal costs, rating costs and the costs related
to the external review. Issuers of European green bonds may decide to allocate the
gross proceeds, without deduction of costs, to environmentally sustainable
economic activities.

Sovereigns are frequent issuers of environmentally sustainable bonds and should
therefore also be allowed to issue “European green bonds>, provided that the proceeds
of such bonds are used to finance either assets or expenditure that meet the taxonomy
requirements, or assets or expenditure that are expected towid meet those
requirements within a reasonably short period from the issuance of the bond concerned,
which can be extended however where duly justified by the specific features of the
economic activities and investments concerned.

Article 4 of Regulation (EU) 2020/852 requires Member States and the Union to apply
the eﬂteﬂakseve&t—m—AmekL}e#ﬂ%a{—Regt&aﬂeﬂtaxonomv requirements to determine
whether an economic activity qualifies as environmentally sustainable for the purposes
of any measure setting out requirements for financial market participants or issuers in
respect of financial products or corporate bonds that are made available as
environmentally sustainable. It is therefore logical that the technical screening criteria
referred to in Article 3, point (d), of Regulation (EU) 2020/852 should determine which
fixed assets, expenditures and financial assets eanr-may be financed bywith the proceeds
of European green bonds. In view of the expected technological progress in the field of
environmental sustainability, the delegated acts adopted pursuant to Articles 10(3),
11(3), 12(2), 13(2), 14(2) or 15(2) of Regulation (EU) 2020/852 are likely to be
reviewed and amended over time. Regardless of such changes, in order to provide legal
certainty to issuers and investors and prevent amendments to the technical screening
criteria from having a negative impact on the price of European green bonds that have
already been issued, issuers should be able to apply the technical screening criteria
applicable at the moment of issuance of the relevant European green bond was-isstued

when allocating the proceeds of such bonds to eligible fixed assets or expenditures;unt
maturity-of-the-bend. To ensure legal certainty for European green bonds whesethe
proceeds of which are allocated to financial assets, it is necessary to clarify that the
underlying economic activities funded by those financial assets should comply with the
technical screenlng criteria applicable at the moment those financial assets were created.

The time needed to transform an asset to align the economic activity to which it relates
with the taxonomy requirements should reasenablynot exceed five years, except in
certain circumstances where it may take up to ten years, in line with the Commission
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(13)

(14)

(15)

(16)

Delegated Regulation (EU) 2021/2178%. For that reason, eligible capital expenditure
should relate to economic activities that meet or wilt are expected to meet the taxonomy
requirements within five years from the issuance of the bond, unless a longer period of
up to ten years is justified by the specific features of the economic activities and
investments concerned.

Investors should be provided with all the information that is necessary to evaluate the
use of proceeds environmental-impaet of European green bonds, and to compare such
bonds with each other. For that purpose, specific and standardised disclosure
requirements need to be set out which provide transparency about how the issuer intends
to allocate the bend-proceeds of the bonds to eligible fixed assets, expenditures and
financial assets and how those proceeds have actually been allocated. Such transparency
can best be achieved by means of European green bond factsheets and annual allocation
reports. To strengthen the comparability of European green bonds and to facilitate the
localisation of relevant information, it is necessary to lay down templates for the
disclosure of such information.

Investors should benefit from cost-effective access to reliable information about
theEuropean green bonds. All issuers of European green bonds should therefore contract
external reviewers to provide a pre-issuance review of the European green bond
factsheet, and a post-issuance review of the European green bond annual allocation
reports. In addition, sovereigns may use state auditors to confirm the allocation of
proceeds of the bonds.

Issuers of European green bonds should abide by their commitments to investors and
allocate the proceeds of their European green bonds in accordance with the
requirements of this Regulation. At the same time, issuers should not be penalised for
allocating bend-the proceeds of European green bonds to economic activities that do
not yet meet the taxonomy requirements, but will do so within the five-year-period (or
the extended ten-year-period) in the context of a CapEx Plan. Issuers should in any
case allocate all proceeds of their European green bonds before the maturity of each
bond.

Unlike issuers that are financial or non-financial undertakings, issuers that are
sovereigns can use the proceeds of European green bonds to indirectly finance economic
activities that are aligned with the taxonomy requirements through the use of
programmes of tax expenditures or programmes of transfers, including subsidies. n
such-cases; Where justified by (i) the complexity, scale and practical unfeasibility
of a full assessment of the underlying activities on the one hand, and, (ii) on the
other, the binding and sufficiently precise provisions in those terms and conditions
relevant to the alignment of the final use of proceeds with the taxonomy
requirements, sovereigns should ensure that economic activities funded by such
programmes comply with the terms and conditions of those programmes. For that
reason, when providing pre- and post-issuance reviews of European green bonds issued
by sovereigns & C i C Hetre reht

5 Commission Delegated Regulation (EU) 2021/2178 of 6 July 2021 supplementing Regulation (EU) 2020/852 of
the European Parliament and of the Council by specifying the content and presentation of information to be
disclosed by undertakings subject to Articles 19a or 29a of Directive 2013/34/EU concerning environmentally
sustainable economic activities, and specifying the methodology to comply with that disclosure obligation (OJ L
443,10.12.2021, p. 9).
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(16a)

(17)

(18)

(19)

EN

external reviewers should not be required to assess the taxonomy-alignment of each
economic activity funded by such programmes. Where that is the case, it should be
sufficient for external reviewers to assess the alignment of the terms and conditions of
the funding programmes concerned with the taxonomy requirements.

In the context of activities of public development credit institutions, there may be
a_very large number of final borrowers directly or through intermediary
institutions. Therefore, it should be made possible, where justified, to perform the
assessment of the use of proceeds by means of a random sampling in accordance
with best market practices..

Certain finanetal undertakings that have a portfolio of one or several European green
bonds on the liability side of a balance sheet may not be able to identify, for each
European green bond issue, the distinct financial assets on the asset side of a balance
sheet to which the proceeds of satdthat bond have been allocated. This is due to a
mismatch between, on the one hand, the time to maturity and the volume of funding of
those bonds, and on the other hand the time to maturity and volume of the financial
assets on the balance sheet of the finaneial undertaking. Finanetal aUndertakings should
in such cases be required to disclose the allocation of the aggregate proceeds of their
portfolio of European green bonds to a portfolio of environmentally sustainable
financial assets on the undertaking’s balance sheet. Those finaneial undertakings should
then demonstrate in annual allocation reports that the related environmentally
sustainable financial assets complied with the taxonomy requirements at the time they
were created. In order to ensure that all proceeds of European green bonds are allocated
to environmentally sustainable economic activities, the finaneial undertakings should
also demonstrate that the amount of those environmentally sustainable financial assets
exceeds or equals the amount of European green bonds that have not yet matured. To
ensure that the information provided remains complete and up to date, an external
reviewer should review the annual allocation reports each year, except when there is
no change in allocation in the portfolio of financial assets. That external reviewer
should in particular focus on those financial assets that were not on the issuer’s balance
sheet in the previous year’sannual allocation report.

To improve transparency, issuers should also disclose the environmental impact of their

bonds by means-of-the-publication-ofpublishing, at least once during the lifetime of

the bond, impact reports;-which-should-be-published-atleast once-during the hifetime-of
the-bend. In order to provide investors with all the relevant information relevant-to

assess the environmental impact of European green bonds, impact reports should clearly
specify the metrics, methodologies and assumptions applied in the assessment of the
environmental impacts. To strengthen the comparability of European green bonds and
to facilitate the localisation of relevant information, it is necessary to lay down templates
for the disclosure of such information.

State auditors

assets—&epeﬂd—ktufesaﬂd—ﬁ&aﬂekalrassets—are statutory entltles w1th respons1b1hty for and
expertise in the eversight-eversupervision of public spending, and typtealhyhave legally

guaranteed independence. Sovereigns that issue European green bonds should therefore
be allowed to make use of such state auditors er-entities for the purposes of the external
review of bonds issued by sueh-severeignsthem. Such state auditors er-entities should
not be registered or supervised aeeerding-under te this Regulation.
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(20)

21)

(22)

(23)

(24)

(25)

To ensure the efficiency of the market for European green bonds, issuers should publish
on their websites details about the European green bonds they issue. To ensure the
reliability of information and investor confidence, they shall also publish the pre-
issuance review as well as any post-issuance reviews.

To improve transparency on how external reviewers reach their conclusions, to ensure
that external reviewers have adequate qualifications, professional experience and
independence and to reduce the risk of potential contlicts of interests, and thus to ensure
adequate investor protection, issuers of European green bonds should only make use of
external reviewers, including from third countries, that have been registered and are
subject to ongoing and proportionate supervision by the European Securities and
Markets Authority (ESMA), established by Regulation (EU) No 1095/2010 of the
European Parliament and of the Council.

To strengthen transparency towards investors on how the alignment of bened-the use of
proceeds of bonds with the taxonomy requirements is assessed, external reviewers
should disclose to users of pre-issuance reviews and post-issuance reviews the
methodologies and key assumptions they use in their external review activities in
sufficient detail, whilst taking due account of the protection of proprietary data and
intellectual property.

External reviewers should have in place arrangements for their own sound corporate
governance to ensure that their pre- and post-issuance reviews are independent,
objective and of good quality. The senior management of external reviewers should
therefore have relevant expertise in financial services and environmental matters and
ensure that a sufficient number of employees with the necessary knowledge and
experience perform the external review. For the same reason, the compliance function
should be able to report its findings to either a supervisory organ or an administrative
organ.

To ensure their independenceef-external-reviewers, external reviewers should avoid
sttaatiens-of conflicts of interests and manage thesesuch conflicts adequately when they
are unavoidable. External reviewers should therefore disclose conflicts of interests in &
timely-manner-the pre- and post-issuance reports. They should alsekeep records of
all significant threats to their independence, to that of their employees and to that of
other persons involved in the external review process. They should alse-keep records of
the safeguards applied to mitigate those threats.

It is necessary to avoid divergent applications of this Regulation by national competent
authorities. At the same time, it is necessary to lower transaction and operational costs
of external reviewers, to strengthen investor confidence and to increase legal certainty.
It is therefore appropriate to give ESMA general competence for the registration and
ongoing supervision of registered external reviewers in the Union. Entrusting ESMA
with the exclusive responsibility for those matters should ensure a level playing field in
terms of registration requirements and ongoing supervision and eliminate the risk of
regulatory arbitrage across Member States. At the same time, such exclusive
responsibility should optimise the allocation of supervisory resources at Union level,
thus making ESMA the centre of expertise and enhancing the efficiency of supervision.

6

Regulation (EU) No 1095/2010 of the European Parliament and of the Council of 24 November

2010 establishing a European Supervisory Authority (European Securities and Markets Authorit

amending Decision No 716/2009/EC and repealing Commission Decision 2009/77/EC (OJ L 331,
15.12.2010, p. 84).
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(26)

27)

(28)

(29)

(30)

G

(32)

(33)

ESMA should be able to require all information necessary to carry out its supervisory
tasks effectively. It should therefore be able to demand such information from external
reviewers, persons involved in external review activities, reviewed-entities—and related
third parties, third parties to whom the external reviewers have outsourced operational
functions and persons otherwise closely and substantially related or connected to
external reviewers or external review activities.

To enable ESMA to perform its supervisory tasks, and in particular to compel external
reviewers to put an end to an infringement, to supply complete and correct information
or to comply with an investigation or an on-site inspection, ESMA should be able to
impose penalties or periodic penalty payments.

Issuers of European green bonds may seek-aeeess—te need to engage the services of
third-country external reviewers. It is therefore necessary to lay down a third-country
regime for external reviewers on the basis of an equivalence assessment, recognition or
endorsement under which third-country external reviewers may provide external review
services.

In order to facilitate access for third-country external reviewers in the absence of an
equivalence decision, it is necessary to lay down a process for the recognition by ESMA
of external reviewers located in a third country.

In order to facilitate the provision of services by third-country external reviewers to
issuers of European green bonds, an endorsement regime should be laid down, allowing,
under certain conditions, registered external reviewers located in the Union to endorse
services provided by a third country external reviewer. An external reviewer that has
endorsed services provided by a third-country external reviewer should be fully
responsible for such endorsed services and for ensuring that such third-country external
reviewer complies with the requirements laid down in this Regulation.

In accordance with Article 290 TFEU, power should be delegated to the Commission to
specify the procedure for the exercise of the power to impose fines or periodic penalty
payments, including provisions on the rights of defence, temporal provisions, the
collection of fines or periodic penalty payments, and detailed rules on the limitation
periods for the imposition and enforcement of penalties and the type of fees, the matters
for which fees are due, the amount of the fees which shall be proportionate to the
turnover, and the manner in which those fees are to be paid. It is of particular
importance that the Commission carry out appropriate consultations during its
preparatory work, including at expert level, and that those consultations be conducted
in accordance with the principles laid down in the Interinstitutional Agreement of 13
April 2016 on Better Law-Making’. In particular, to ensure equal participation in the
preparation of delegated acts, the European Parliament and the Council should receive
all documents at the same time as Member States’ experts, and their experts should
systematically have access to meetings of Commission expert groups dealing with the
preparation of delegated acts.

As a body with highly specialised expertise, it would be efficient and appropriate to
entrust ESMA with the development of draft regulatory and implementing technical
standards that do not involve policy choices for submission to the Commission.

ESMA should be mandated to develop draft regulatory technical standards to further
specify, by taking into account the principle of proportionality, the criteria on which

7
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(34)

(35)

(36)

(36a)

it can assess an application for registration by an external reviewer and the provision of
information by that external reviewer to determine its level of compliance with the
requirements of this Regulation.®

In order to ensure uniform conditions for the implementation of this Regulation,
implementing powers should be conferred on the Commission. Those powers should be
exercised in accordance with Regulation (EU) No 182/2011 of the European Parliament
and of the Council’.

ESMA should be mandated to develop draft implementing technical standards to specify
the standard forms, templates and procedures for the provision of the information for
the registration of external reviewers. The Commission should be empowered to adopt
those implementing technical standards by means of an implementing act pursuant to
Article 291 TFEU and in accordance with Asrtiele—5—ef Regulation (EU) No

1095/20100f-the EuropeanParliament-and-of the Couneil ™,

In order to encourage external reviewers to provide their services to the issuers of
European green bonds as of the entry into application of this Regulation, this Regulation
sets out a transitional regime for the first 12 months following the entry into application
of this Regulation.

To ensure that issuers of European green bonds for which a prospectus is required

(37)

pursuant to Regulation (EU) 2017/1129 comply with the disclosure requirements
set out in this Regulation, competent authorities of the home Member State,
designated in accordance with Article 36 of this Regulation, should have the
necessary supervisory and investigatory powers.. The supervisory powers of the
competent authorities may be exercised before or after the issuance of the relevant
European green bonds. Competent authorities should not be required, under the
supervisory powers granted by this Regulation, to verify the truthfulness or
accuracy of the information that issuers are required to provide under this
Regulation, nor that the obligations regarding the allocation of proceeds have been
complied with.

The-objeetives-of-this This Regulation are-twefold—On-the-one-hand;—it aims to ensure
that uniform requirements apply to the use of the designation of ‘European green bond’
or ‘EuGB’ —On-the-other hand,—t-aimslt also aims to establish a simple registration
system and supervisory framework for external reviewers by entrusting a single
supervisory authority with the registration and supervision of external reviewers in the
Union. Finally, this Regulation aims_to establish supervision of issuers of European
green bonds for which a prospectus is required pursuant to Regulation (EU)

2017/1129. All aims should facilitate capital raising for projects that pursue
environmentally sustainable objectives. Since those objectives cannot be sufficiently
achieved by the Member States but can be better achieved at Union level, the Union
may adopt measures in accordance with the principle of subsidiarity as set out in Article

9

Regulatlon (EU) No 182/201 1 of the European Parllament and of the Councrl of 16 February 2011

laying down the rules and general principles concerning mechanisms for control by the Member States of the
Commlss10n s exermse of 1mp1ement1ng powers (OJ L 55,28.2.2011 p 13)
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5 of the Treaty on European Union. In accordance with the principle of proportionality,
as set out in that Article, this Regulation does not go beyond what is necessary in order
to achieve those objectivess,
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HAVE ADOPTED THIS REGULATION:

Title 1
Subject matter and definitions

Article 1
Subject matter

This Regulation lays down uniform requirements for issuers of bonds that wish to use the
designation ‘European green bond’ or ‘EuGB’ for their environmentally sustainable bonds
made available to investors in the Union, and establishes a registration system and supervisory
framework for external reviewers of European green bonds.

Article 2
Definitions

For the purposes of this Regulation, the following definitions apply:

(1) ‘issuer’ means any legal entity that issues bonds;

€3) ‘sovereign’ means an entity mentioned in Article 1(2) paragraph (b) or an issuer of
the type of bonds that are mentioned in Article 1(2) paragraph (d) of Regulation
(EU) 2017/1129 of the European Parliament and of the Council'Sany—of-the

following;

1 Directive 2011/61/EU of the European Parliament and of the Council of 8 June 2011 on Alternative
Investment Fund Managers and amending Directives 2003/41/EC and 2009/65/EC and Regulations (EC) No
1060/2009 and (EU) No 1095/2010 (OJ L 174, 1.7.2011, p. 1).

12 Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on
sustainability- related disclosures in the financial services sector (OJ L 317, 9.12.2019, p. 1).
13 Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on

prudential requirements for credit institutions and investment firms and amending Regulation (EU) No 648/2012
(OJ L 176, 27.6.2013, p. 1).

14 Directive 2009/138/EC of the European Parliament and of the Council of 25 November 2009 on the
taking-up and pursuit of the business of Insurance and Reinsurance (Solvency II) (OJ L 335, 17.12.2009, p. 1).
Lo Regulation (EU) 2017/1129 of the European Parliament and of the Council of 14 June 2017 on the

prospectus to be published when securities are offered to the public or admitted to trading on a regulated market,
and repealing Directive 2003/71/EC (OJ L 168 30.6.2017, p. 12).
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Explanation: The definition of sovereign in Prospectus Regulation covers all entities listed
below — we further improved the wording.

4

‘taxonomy requirements’ means the requirementscriteria set out in Article 3 of
Regulation (EU) 2020/852;

Explanation: Legal clarification of the term criteria.

©)

(6)

‘regulated market’ means a regulated market as defined Article 4(1), point (21), of
Directive 2014/65/EU of the European Parliament and of the Council'

‘offer to the public’ means offer of securities to the public as defined in Article 2,

(1)

point (d), of Regulation (EU) 2017/1129;

‘home Member State’ means a home Member State as defined in Article 2. point

8

(m)., of Regulation (EU) 2017/1129 :

‘host Member State’ means a host Member State as defined in Article 2, point

9

(n)., of Regulation (EU) 2017/1129;

‘financial assets’ means debt or equity, or a combination thereof:

10)

‘capital expenditure’ means additions to fixed tangible or fixed intangible assets:

a1

(a) during the financial vear considered before depreciation, amortisation and
any re-measurements., including the additions resulting from revaluations
and impairments for the financial year concerned, and excluding fair value:
or

(b) resulting from business combinations:

‘operating expenditure’ means direct non-capitalised costs which relate to

research and development, education and training, building renovation
measures, short-term leases, maintenance and repair, or any other direct
expenditures relating to the day-to-day servicing of property, plant and
equipment that are necessary to ensure the continued and effective functioning of
such assets;(12)‘made available to investors in the Union’ means:

(a) any offer to the public within the Union, whether such offer is or is not

exempted from the obligation to establish a prospectus pursuant to Regulation
(EU) 2017/1129: or

(b) the admission to trading of the bonds on a trading venue located in the Union.

16

Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014 on markets in

financial instruments and amending Directive 2002/92/EC and Directive 2011/61/EU (OJ L 173, 12.6.2014, p.

349).
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Explanation: The inclusion of this clarification shall allow issuers to ascertain whether their
transaction falls within the scope of the EuGB regulation or not, avoiding legal ambiguity
and uncertainty (cf. PRIIPs).

(13) ‘CapEx Plan’ means a plan to expand taxonomy-aligned activities or to allow
taxonomy-eligible economic activities to become taxonomy-aligned as referred to
and under the conditions specified in Annex I, point 1.1.2.2. to Commission
Delegated Regulation (EU) 2021/2178'8;

Explanation: Moving definition from Art. 6 (without change), because term is used in
multiple provisions in the Regulation. Increasing clarity of definition for users of this

Regulation.

(14 ‘bond’ means a non-equity security as defined in Article 2. point (c¢)., of Regulation
(EU) 2017/1129:

Explanation: align with the types of debt instruments that are transferable securities.

(15) ‘issuance costs’ means costs that are directly related to the issuance of bonds,
including fees paid to financial intermediaries leading the issuance, such as
underwriting and placement costs, and advisory costs, legal costs, rating costs
and costs related to the external review;

Explanation: clarify and enhance the definition of costs while simplifying phrase in article
4 on the deduction of costs.

(16) ‘trading venue’ means a trading venue as defined in Article 4(1), point (24) of
Directive 2014/65/EU.

Explanation: this term is used in the definition of home Member State and ‘made available
to investors in the Union’.

18 Commission Delegated Regulation (EU) 2021/2178 of 6 July 2021 supplementing Regulation (EU) 2020/852
of the European Parliament and of the Council by specifying the content and presentation of information to be
disclosed by undertakings subject to Articles 19a or 29a of Directive 2013/34/EU concerning environmentally
sustainable economic activities, and specifying the methodology to comply with that disclosure obligation (OJ L
443,10.12.2021, p. 9).
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Title I1

Conditions for the use of the designation ‘European green

bond’ or ‘EuGE’
Chapter I
Bond-related requirements

Article 3
Designation

The designation ‘European green bond’ or ‘EuGB’ shall enlybe used only for bonds that
comply with the requirements set out in this Titleunti-theirmaturity.

Explanation: Certain obligations can apply after the maturity of the bond, such as the

impact report.

Article 4
Use of the proceeds of European green bonds

1. Before the maturity of the-a European green bond, the proceeds of that bond, after
deducting issuance costs, such deduction being optionally made at the choice of

the issuer, shall be exelusivelyonly and fully allocated;-witheut-dedueting-eosts;-to
he followine. bination {1 ;.

Explanation: the definition of issuance costs has been moved to Article 2. Adding the
optionality of costs deduction.

(2)
(b)
(©)

fixed assets, including those of households, that are not financial assets;
capital expenditures, including those of households;

operating expenditures that-were incurred more recently than three years prior to
the issuance of the European green bond; or

financial assetsasreferred-toin-Articles.




By way of derogation from paragraph 1, a sovereign may also allocate the proceeds of
European green bonds it has issued to%h%feﬂexwrg—er—aﬂlfeembmaﬁeﬂ—ehefee%‘

(a) fixed assets as referred to in pemt7F22-ef Annex A, point 7.22, to Regulation
(EU) No 549/2013 of the European Parliament and of the Council'’;

(b) non-produced non-financial assets as referred to in petirt7-24-of Annex A, point
7.24, to Regulation (EU) No 549/2013;

(c) tax relief as referred to in peirt20-+67-ef Annex A, point 20.167, to Regulation
(EU) No 549/2013, that was granted more recently than three years prior to the

issuance of the European green bond,

(d) subsidies as referred to inpeint4-30-ef Annex A, point 4.30, to Regulation (EU)
No 549/2013, that were transferred more recently than three years prior to the
issuance of the European green bond,

(e) capital expenditures as referred to in peint20-104-of Annex A, point 20.104, to
Regulation (EU) No 549/2013;

(f) operating expenditures or intermediate consumption as referred to in
Annex A, point 3.88. to Regulation (EU) No 549/2013. incurred more
recently than three vears prior to the issuance of the European green bond:

(2) current transfers within general government as referred to in Annex A,
point 4.118, to Regulation (EU) No 549/2013, provided that the proceeds of
those transfers are allocated in accordance with points (a) to (d) of
paragraph 1, or points (a) to (f) of paragraph 2; or

(h) current international cooperation as referred to in Annex A, point 4.121. to
Regulation (EU) No 549/2013.

[

Article 5
Financial assets

The proceeds of the-financial assets referred-to-inparagraph+ shall only be allocated
to the uses llsted in Article 4(1) and (2) ﬁ*ed—&ssefés—ﬂ%&t—&re—net—ﬁﬁaﬁelal—&ssefs—&s

5 b M

Where the proceeds of financial assets are allocated to one or more subsequent
financial assets, those proceeds shall be allocated at the level of the final recipient

19

Regulation (EU) No 549/2013 of the European Parliament and of the Council of 21 May 2013 on the

European system of national and regional accounts in the European Union (OJ L 174, 26.6.2013, p. 1).
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to the uses listed in Article 4(1), points (a) to (c), or in Article 4(2) where the latter
applies.

Explanation: Clarification to insure that final use of proceeds shall be aligned with taxonomy
to avoid greenwashing.

Article 6
Taxonomy-alignment of use of proceeds

1. The use of proceeds referred to in Article 4 shall relate to:
(a) economic activities that meet the taxonomy requirements; or

(b) in the case of capital expenditures or operating expenditures to economic
activities that will are expected to meet the taxonomy requirements within a
definedcertain period of time as set out in a CapEx Plan. asset-eutin=a

taxonomy-alignment plan.
The period of time referred to in point (b) of the first subparagraph shall not
exceed five vears from the bond issuance, unless a longer period of up to ten yvears

is justified by the specific features of the economic activities concerned as
documented in the CapEx Plan.

The CapEx Plan referred to in the second subparagraph shall, for the purposes
of this Regulation, (i) ensure that the economic activity referred to in point (b) of
the first subparagraph meets the taxonomy requirements within the required
period of time and (ii) describe the actions and expenditures that are necessary
for that economic activity to meet the taxonomy requirements within the specified
period of time.

Explanation: no OpEx plan in Art.8 DA. CapEx Plan definition moved to Article 2.

la. By way of derogation from Article 6(1), up to 20 % of the proceeds of European
green_bonds may be allocated to economic activities that comply with the
taxonomy requirements, with the exception of the technical screening criteria
referred to in Article 3, point (d), of Regulation (EU) 2020/852, that are:

EN
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(a) economic activities for which no technical screening criteria have entered into
force by the date of issuance of the European green bonds ; or

Explanation: Because Article 7(2) always requires TS s at t/e Jdate f issuance of the EU
GB, it turns out it is not relevant to refer to the date o} creaiioi of 1l:e debt in the flexibility
ocket.

(b) activities in the context of international support reported in accordance with
internationally agreed guidelines, criteria and reporting cycles, including
climate finance reported to the EU and United Nations Framework
Convention on Climate Change (UNFCCC) as referred to in Article 19(3) of
Regulation (EU) 2018/1999, and official development assistance (ODA)
reported to the OECD Development Assistance Committee (DAC)..

Where the issuer makes use of the provisions in this paragraph, it shall include a
statement in the factsheet as specified in Annex I of this Regulation, describing in
particular the non-alignment with the taxonomy’s technical screening criteria,
the activities concerned and the estimated percentage of the proceeds intended to
finance such activities as a total and on a per-activity basis.

Explanation: Because the factsheet is drawn up prior to the issuance, the issuer cannot know
in advance the issuance amount of the financial operation.

2. Where proceeds fremof a European green bond are allocated by means of financial

assets either to capital expenditures as—referred—to—in-Asrticle41;—peint{b); or to
operating expenditures as—referred-to—in-Artiele-4H;—poimntL(e); the defined period of

time referred to in paragraph 1, firstsecond subparagraph, shall start from the moment
of the creation of the financial asset which initially introduced the CapEx Plan.

Explanation: further enhancing the wording on transparency. For Article 6(1a), introduced
compatibility with Article 7(2).

Article 7
Application of the taxonomy requirements

1. Issuers shall allocate bond proceeds to the uses set out in Article 4(1) points (a), (b)

and (c), listed in Article 4(2), or to the-equity referred-to-inr-Article S(H;point{b)-by
applyingthein accordance with the delegated acts adopted pursuant to Articles 10(3),

11(3), 12(2), 13(2), 14(2) or 15(2) of Regulation (EU) 2020/852 applicable at the point
in time when the bond was-is issued.
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When allocating bond proceeds to the-debt referred-to-in-Astiele S(H;peint(a); issuers
shall apply the delegated acts adopted pursuant to Articles 10(3), 11(3), 12(2), 13(2),

14(2) or 15(2) of Regulation (EU) 2020/852 applicable at the point in time when the
debt was created for the underlying activities concerned by that debt.

Where, at the time of the creation of the debt referred to in the first subparagraph, no
delegated acts adopted pursuant to Articles 10(3), 11(3), 12(2), 13(2), 14(2) or 15(2)
of Regulation (EU) 2020/852 were applicable to all or part of the underlying
economic activities concerned by that debt, issuers shall apply, for those economic
activities, the first delegated acts that entered into application after the creation of
the debt pursuant to Articles 10(3), 11(3), 12(2), 13(2), 14(2) or 15(2) of Regulation
(EU) 2020/852.

Explication: Clarification of applicability and scope of the delegated act. Ensure limited
scope in 7(2).

Chapter 11
Transparency and external review requirements

Article 8

European green bond factsheet and pre-issuance review of the European green bond

EN

factsheet
Prior to issuing a European green bond issuers shall:
(a) complete the European green bond factsheet laid down in Annex I;

(b) ensure that the completed European green bond factsheet has been subject to a
pre-issuance review with a positive opinion by an external reviewer.

A European green bond factsheet may relate to one or several European green bond
issuances.

The pre-issuance review of the factsheet referred to in paragraph 1, point (b), shall
containal-efthe foellowing:
(a) an assessment of whether the completed green bond factsheet complies with

Articles 4 to 7 efthis Regulation and Annex [; and te-this Regulation;

(b) the elements set out in Annex IV.
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Article 9
Allocation reports and post-issuance review of allocation reports

1. For Eevery 12-months annual period year and until_(and including) the_annual
period of full allocation of the proceeds of the European green bond concerned, and
at least until the completion of the CapEx Plan, if applicable, issuers of European
green bonds shall draw up a European green bond allocation report by-using the
template laid down in Annex II, demonstrating that the proceeds of any European
green bonds concerned from their issuance date and until the end of the yearannual
period the report refers to have been allocated in accordance with Articles 4 to 7. The
first annual period starts on the date of issuance or, at the choice of the issuer_on
the 1st of January or at the date marking the start of the issuer’s financial year.
The date on which the first annual period starts shall not be later than the
issuance date and shall be specified in the factsheet.

Explanation: Clarification of the annual period and allowing issuers to choose one of the
three options to define the reporting annual period.

2. A European green bond allocation report may relate to one or several issuances of
European green bonds.

3. Issuers of European green bonds shall obtain a post-issuance review by an external
reviewer of the allocation report drawn up after the full allocation of the proceeds of
the European green bond in accordance with Articles 4 to 7.

4. Where, following the publication of the allocation report in accordance with
Article 13(1), point (c), the allocation of proceeds is corrected, issuers of theEuropean
green bonds concerned shall, without undue delay, amend the allocation report and
obtain a post-issuance review by an external reviewer of that amended allocation
report.

5. By way of derogation from paragraph 3, every allocation report from issuers that-are
finanetalundertakings that allocate proceeds frem—of a portfolio of one or several
European green bonds to a portfolio of financial assets asreferred-to-in-Astiele-5 shall
be subject to a post-issuance review by an external reviewer, except where there has
been no change in allocation, meaning no addition or replacement was made to
the portfolio of financial assets and no financial asset part of the portfolio during
that annual period was amended or itself subject to a change in allocation,
compared to the year covered by the previous allocation report. A statement
regarding the absence of such change of allocation shall be included in each
allocation report where applicable. The external reviewer shall pay_particular
attention to those financial assets that were not included in any previously published
allocation report.

Explanation: Further defining the change in allocation to provide legal clarity and
increasing transparency.
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Issuers of European green bonds shall ensure that the annual allocation reports
and, where applicable the post-issuance review(s), required under this Article are
made public within 9 months following the end of each annual period specified in
paragraph 1. Within this timeframe, issuers shall ensure that the external
reviewer has at least 30 calendar days to review an allocation report.

Issuers of European green bonds shall provide any amended allocation report,

referred to in paragraph 4., without undue delay to an external reviewer. The
amended allocation report and the post-issuance review shalli be made public
without undue delay.

Explanation: Simplification and extension of publication delays.

6a.

In case of an error in the pre-issuance or post-issuance review notified by the
external reviewer in accordance with Article 24 of this Regulation, the issuer
shall, without undue delay, make public the amended pre-issuance or post-
issuance review, specifying the date on which such publication is made and the
reason for and content of the amendment.

Explanation: Ensure that issuers also publish documents as corrected by the external
reviewer.

The post-issuance review referred to in paragraphs 3, 4, and 5 shall containal-ef-the
following:
(a) an assessment of whether the issuer has allocated the proceeds of the bond in

accordance with Articles 4 to 7, based on the information provided to the
external reviewer;

(b) an assessment of whether the issuer has complied with the intended use of
proceeds set out in the green bond factsheet, based on the information provided
to the external reviewer;

(ba) where applicable, an assessment, after the completion of the CapEx Plan, of
whether assets or activities subject to that plan meet the taxonomy
requirements based on the information provided to the external reviewer:
and

(c) the elements set out in Annex IV.

Explanation: Clarification regarding the CapEx plan.

EN

Where bond proceeds are allocated to taxrelief the expenditures referred to in Article
4(2) ;pointfe)or-subsidies-asreferred-to-inArticle-4(2)point(d); the post-issuance
review shall may only assess compliance with Articles 4 to 7 of the terms and
conditions under which those expenditures or transfers have been disbursed, where
justified by (i) the complexity, scale and practical unfeasibility of a full assessment
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of the underlying activities, and (ii) the existence of binding provisions in those
terms and conditions permitting the assessment of the alienment of the final use
of proceeds with the taxonomy requirements.

Where bond proceeds are allocated in accordance with Article 5 in the context of

activities of a public development credit institution, as defined in Article 429a(2)
of Regulation (EU) 575/2013, the post-issuance review may assess compliance of
the relevant activities with Articles 4 to 7 based on the principle of random
sampling, in accordance with best market practices, if justified by the complexity,
scale and practical unfeasibility of a full assessment of the underlying activities.
Such assessment may be performed by taking into account data privacy measures
in order to ensure a high level of protection of personal and other sensitive data
that is not relevant for the purposes of the assessment.

Explanation: Adding a reference to random sampling instead of only terms and conditions.

Article 10
European green bond impact report

Issuers of European green bonds shall, after the full allocation of the proceeds of such
bonds, and at least once during the lifetime of the bond, draw up and make public a
European green bond impact report on the environmental impact of the use of the bond
proceeds by using the template laid down in Annex III.

A single impact report may cover several issuances of European green bonds.

Article 11
Sovereigns as issuer

An+A sovereign ssuers-that-is-a-severeign—mayshall obtain pre-tssuanee-and post-

issuance reviews of European green bonds from:

(a) an external reviewer, or

(b) ﬁﬁem an external reviewer and a state audltor, Wherebx —er—aﬂﬁLethera-bhe

Pceg&l-&&eﬂt the state audltor shall review the allocatlon of bond proceeds

and the external reviewer shall ascertain the compliance of economic
activities funded through the bond with taxonomy requirements.

Paragraph (b) of Article 9(7) shall apply to the state auditor when performing
post-issuance review of allocation reports.

Explanation: Definition of sovereign in Article 2 refers to only EU sovereigns.

EN
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Article 12
Prospeetus Prospectus and terms and conditions for European green bonds

1. Where a prospectus is to be published pursuant to Regulation (EU) 2017/1129 for the
European green bond, that prospectus or, where relevant and at the choice of the
issuer, the final terms of a base prospectus, shall clearly state, whererequired-te
provide—information—on—the—use-of proceeds; in the section describing the use of
proceeds, that the European green bond is issued in accordance with this Regulation.

2. For the purposes of Article 19(1), point (c), of Regulation (EU) 2017/1129, ‘regulated
information’ shall include the information contained in the European green bond
factsheet referred to in Article 8(1), point (a) of this Regulation.

3. Where the obligation to publish a prospectus pursuant to Regulation (EU)
2017/1129 for the European green bond does not apply, the European green bond
legal documentation, such as the terms and conditions of the bonds shall, in the
section describing the use of proceeds, state that the European green bond is
issued in accordance with this Regulation.

4. Issuers shall undertake towards the investors by means of a binding clause in the
terms and conditions or the final terms of the European green bond to comply in
all material respects with the requirements applicable to issuers set out in this
Title.

Explanation: Clarification and simplification.

Article 13
Publication on the issuer’s website and notification to ESMA and national competent
authorities

1. Issuers of European green bonds shall publish on their website, in a distinct section
titled ‘European green bonds’ and make available, free of charge, and, where
applicable, as provided for in Article 21(3) and (4) of Regulation (EU) 2017/1129,
for each item within the required delay and until at least_12 months after the

maturity of the bonds concerned;all-efthe fellowing:

(a) the completed European green bond factsheet referred to in Article 8, before the
issuance of the bond;

(b) the pre-issuance review related to the European green bond factsheet referred to
in Article 8, before the issuance of the bond;

(c) the European green bond annual allocation reports referred to in Article 9;

(d) the post-issuance reviews of the European green bond allocation reports referred
to in Article 9;

(e) the European green bond impact report referred to in Article 103

(f) the post-issuance review of the impact report if obtained:; and

(g) if a prospectus is published pursuant to Regulation (EU) 2017/1129, a link
to the website where the prospectus can be consulted until at least the date
mentioned in the first sub-paragraph of this Article,

and, in each case, any amendments or corrections to those documents.
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Explanation: Clarification and simplification, having in mind that delays are already defined

in Article 9.

The information contained in the documents referred to in paragraph 1, points (a), (c)
and (e), shall be provided at least in the following language or languages:

(a) where the European green bonds are offered to the public in only one Member
State and are not admitted to trading er-are-listed-on a trading venue in
another n-only-one Member State, in a language accepted by the competent
authority of that Member State, or in a language customary in the sphere of
international finance, at the choice of the issuer;

(b) where the European green bonds are offered to the public in_more than one
Member State or are listed_admitted to trading on a trading venue in a
Member State different from the Member State in which they are offered
to the public intwe-er-mere- Member-States, either in one or more languages
accepted by the competent authority of each Member State where an offer to
the public is made and, if applicable where the European green bonds are
admitted to trading on a trading venue , or in a language customary in the
sphere of international finance, at the choice of the issuer.

Explanation: simplification and clarification to reduce issuers’ costs linked to translation.
Changes made following the limitation of NCAs’ supervision scope.

By way of derogation from paragraph 2, where a prospectus for the European green
bond is to be published in accordance with Regulation (EU) 2017/1129, the
information contained in the documents referred to in paragraph 1 }-peints{a);{e)and
te);-shall be provided in the language or languages of that prospectus.

Where Article 36 is applicable to a European green bond issue, the issuer shall
notify the Natienal competent authority referred to in that Article of the publication
of each of the documents referred to in paragraph 1 of this Article without undue
delay following each publication.

Explanation: Taking into account changes in Article 36 and limitation of NCAs’ scope
(Article 36 only applicable to non-sovereign).

The competent authority referred to in paragraph 4 Issuers-of European—green

EN

beﬂet&shall notlfy ESMA of each notlﬁcatlon recelved pursuant to that paragraph
sraph—+within_30 days of

the receipt thereof
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Title 111
External reviewers for European green bonds

Chapter I

Conditions for takingup-aetivities-as external reviewer ofer

EN

European green bonds

Article 14
Registration

External reviewers for European green bonds shall, before taking up their activities,
register with ESMA.

External reviewers registered with ESMA shall meet the conditions for registration
laid down in Article 15(2) at all times.

State auditors and—other—public—entities—mandated—by—severetgh—issuers—to—assess
comphanee-with-this Regulation shall not be subject to Titles III and FitteIV of this

Regulation.

Article 15

Application for registration as an external reviewer for European green bonds

An application for registration as an external reviewer for European green bonds shall

containall of the following information:

(a) the full name of the applicant, the address of the registered office within the
Union, the applicant’s website and, where available, the legal entity identifier
(LED);

(b) the name and contact details of a contact person;

(c) the legal status of the applicant;

(d) the ownership structure of the applicant;

(e) the identity of the members of the senior management of the applicant and their
level of qualification, relevant experience and training;

(f) the number of theanalysts, employees and other persons directly involved in
assessment activities, and their level of relevant experience and training
wotkinegfortheapphicant and-thetrlevel ofexperienceand-tratntng;

(g) adescription of the procedures and methodologies implemented by the applicant
to issue pre-issuance reviews as referred to in Article 8 and post-issuance
reviews as referred to in Article 9;

(h) the policies or procedures implemented by the applicant to identify, manage and
disclose any conflicts of interests as referred to in Article 27;

(1)  where applicable, documents and information related to any existing or planned

outsourcing arrangements for activities of the external reviewer covered by this
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Regulation, including information on entities assuming outsourcing functions;
and

()  where applicable, information about other activities carried out by the applicant.

ESMA shall only register an applicant as an external reviewer where al—ef the
following conditions are met:

(a) the senior management of the applicant:
(1) 1is of sufficiently good repute;

(i) is sufficiently skilled to ensure that the applicant can perform the tasks
required of external reviewers pursuant to this Regulation;

(ii1) has sufficient professional qualifications;
(iv) has relevant experienceis—experienced—in—quality—assurance—quahty

5
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(b) the number of analysts, employees and other persons directly involved in
assessment activities, and their level of experience and training, are sufficient to
perform the tasks required from external reviewers pursuantunderte this
Regulation;

(c) the internal arrangements implemented to ensure compliance with the
requirements of Chapter II of this Section are appropriate and effective.

ESMA shall assess whether the application is complete within 20 working days after
its receipt.

Where the application is not complete, ESMA shall notify the applicant thereof and
set a deadline by which the applicant is to provide additional information.

Where the application is complete, ESMA shall notify the applicant thereof.

ESMA shall register or refuse to register an applicant within 45 working days after
receipt of the complete application.

ESMA may extend the period referred to in the first subparagraph by 15 working days
where the applicant intends to use outsourcing to perform its activities as an external
reviewer.

ESMA shall notify an applicant in writing an-applieant of his or her registration as an
external reviewer, or of its refusal to register an applicant. The decision to register or
the refusal to register shall provide reasons and take effect on the fifth working day
following its adoption.

ESMA shall develop draft regulatory technical standards specifying the criteria
referred to in paragraph 2, points (a) and (b).

ESMA shall submit those draft regulatory technical standards to the Commission by
... [PO: Please insert date 12 months after the date of entry into force of this
Regulation].

Power is delegated to the Commission to supplement this Regulation by adopting the

regulatory technical standards referred to in the first subparagraph of this paragraph
in accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.
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ESMA shall develop draft implementing technical standards to specify the standard
forms, templates and procedures for the provision of the information referred to in
paragraph 1.

When developing the draft implementing technical standards, ESMA shall take into
account digital means of registration.

ESMA shall submit those draft implementing technical standards to the Commission
by ... [PO: Please insert date 12 months after the date of entry into force].

Power is conferred on the Commission to adopt the implementing technical standards
referred to in the first subparagraph of this paragraph in accordance with Article 15 of
Regulation (EU) No 1095/2010.

Article 16
Material changes relevant for the registration

An external reviewer shall notify ESMA of any material changes in the information
provided in accordance with Article 15(1) or in the facts concerning the information
referred to in Article 15(1) before such changes are implemented.

ESMA shall analyse those material changes. Where ESMA objects to such material
changes, it shall inform the external reviewer within two months of the notification of
those changes and shall state the reasons for theits objection. The changes referred to
in the first subparagraph of this paragraph may only be implemented provided that
ESMA does not object to those changes within that period.

ESMA shall develop draft implementing technical standards to specify the standard
forms, templates and procedures for the provision of the information referred to in
paragraph 1.

When developing the draft implementing technical standards ESMA shall take into
account digital means of registration.

ESMA shall submit those draft implementing technical standards to the Commission
by ... [PO: Please insert date 24 months after the date of entry into forcel].

Power is conferred on the Commission to adopt the implementing technical standards
referred to in the first subparagraph of this paragraph in accordance with Article 15 of
Regulation (EU) No 1095/2010.

Article 17
Language regime

An external reviewer shall submit the application for registration referred to in Article 15 in

anyany of the official languages of the institutions of the Union. Fhe-previstens-of Regulation

No 1 of 15 April 1958 determining the languages to be used by the European Economic

Community?® shall apply mutatis mutandis to any other communication between ESMA and

the external reviewers and their staff.
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Chapter 11
Organisational requirements, processes and documents
concerning governasce

Article 18
General principles

External reviewers shall employ appropriate systems, resources and procedures to
comply with their obligations under this Regulation.

External reviewers shall monitor and evaluate the adequacy and effectiveness of their
systems, resources and procedures established in accordance with this Regulation at
least annually and take appropriate measures to address any deficiencies.

ESMA shall develop draft regulatory technical standards specifying the criteria to
assess the appropriateness, adequacy, and effectiveness of the systems, resources,
meehanisms; and procedures of external reviewers referred to in paragraphs 1 and 2.

ESMA shall submit those draft regulatory technical standards to the Commission by
.o. [PO: Please insert date 4224 months after the date of entry into force].

Power is delegated to the Commission to supplement this Regulation by adopting the
regulatory technical standards referred to in the first subparagraph of this paragraph in
accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

Article 19
Senior management

The senior management of the external reviewer shall ensureal-ofthe foellowing:
(a) the sound and prudent management of the external reviewer;

(b) the independence of assessment activities;

(c) that conflicts of interest are properly identified, managed and disclosed; and

(d) that the external reviewer complies with the requirements of this Regulation at
all times.

ESMA shall develop draft regulatory technical standards specifying the criteria to
assess the sound and prudent management of the external reviewer referred to in
paragraph 1, point (a).

ESMA shall submit those draft regulatory technical standards to the Commission by
[PO: Please insert date 12 months after the date of entry into force].

Power is delegated to the Commission to supplement this Regulation by adopting the
regulatory technical standards referred to in the first subparagraph of this paragraph in
accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

Article 20

Analysts and employees of external reviewers, and other persons directly involved in the

assessment activities of external reviewers

External reviewers shall ensure that their analysts and employees, and any other
natural person whose services are placed at their disposal or under their control and
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who are directly involved in assessment activities, have the necessary knowledge and
experience for the duties assigned.

External reviewers shall ensure that the persons referred to in paragraph 1 are not
allowed to initiate or participate in negotiations regarding fees or payments with any
assessed entity, related third party or any person directly or indirectly linked to the
assessed entity by control.

ESMA shall develop draft regulatory technical standards specifying the criteria to
assess the appropriateness of the knowledge and experience of the persons referred to
in paragraph 1.

ESMA shall submit those draft regulatory technical standards to the Commission by
... [PO: Please insert date 12 months after the date of entry into force].

Power is delegated to the Commission to supplement this Regulation by adopting the
regulatory technical standards referred to in the first subparagraph of this paragraph in
accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

Article 21
Compliance function

External reviewers shall establish and maintain a permanent and effective compliance
function for the activities performed under this Regulation.

External reviewers shall ensure that the compliance function:

(a) has the means to discharge its responsibilities properly and independently;

(b) has the necessary resources and expertise and access to all relevant information;
(c) does not monitor or assess its own activities; and

(d) is not compensated in relation to the business performance of the external
reviewer.

The findings of the compliance function shall be made available to either a supervisory
organ or, where applicable, an administrative organ of the external reviewer.

ESMA shall develop draft regulatory technical standards specifying the criteria to
assess whether the compliance function has the means to discharge its responsibilities
properly and independently as referred to in paragraph 2, point (a), and the criteria to
assess whether the compliance function has the necessary resources and expertise and
has access to all relevant information as referred to in paragraph 2, point (b).

ESMA shall submit those draft regulatory technical standards to the Commission by
... [PO: Please insert date +24 months after the date of entry into force].

Power is delegated to the Commission to supplement this Regulation by adopting the
regulatory technical standards referred to in the first subparagraph of this paragraph in
accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

Article 22
Internal policies and procedures

External reviewers shall adopt and implement internal due diligence policies and
procedures that ensure their business interests do not impair the independence or
accuracy of the assessment activities.
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2. External reviewers shall adopt and implement sound administrative and accounting
procedures, internal control mechanisms and effective control and safeguard
arrangements for information processing systems.

3. ESMA shall develop draft regulatory technical standards specifying the criteria to
assess the sound administrative and accounting procedures, internal control
mechanisms, and effective control and safeguard arrangements for information
processing systems referred to in paragraph 2.

ESMA shall submit those draft regulatory technical standards to the Commission by
... [PO: Please insert date +24 months after the date of entry into force].

Power is delegated to the Commission to supplement this Regulation by adopting the
regulatory technical standards referred to in the first subparagraph of this paragraph in
accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

Article 23
Assessment methodologies and information used for thepre-issuance or post-issuance
reviews

1. External reviewers shall adopt and implement measures to ensure that their pre-
issuance reviews as referred to in Article 8 and their post-issuance reviews as referred
to in Article 9 provide an opinion are based on a thorough analysis of all the
information that is available to them and that, according to their methodologies, is
relevant to their analysis.

2. External reviewers shall use information of sufficient quality and from reliable sources
when providing pre-issuance or post-issuance reviews.

3. ESMA shall develop draft regulatory technical standards specifying the criteria for the
assessment methodology referred to in paragraph 1 and for assessingwhether the
information referred to in paragraph 2 is of sufficient quality and whether the sources
referred to in paragraph 2 are reliable.

ESMA shall submit those draft regulatory technical standards to the Commission by
... [PO: Please insert date +24 months after the date of entry into force].

Power is delegated to the Commission to supplement this Regulation by adopting the
regulatory technical standards referred to in the first subparagraph of this paragraph in
accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

Explanation: Enhance the legal soundness of the text by removing unprecise notion.

Article 24
Errors in assessment methodologies or in their application

1. External reviewers that become aware of errors in their assessment methodologies or
in their application that have a material impact on a pre-issuance review as referred to
in Article 8 or a post-issuance review as referred to in Article 9 shall immediately

notify and explain those errors to ESMA and the issuers of the affected European green
bonds.
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External reviewers shall publish the errors referred to in paragraph 1 on their websites,
together with, where relevant, a revised pre-issuance or post-issuance review. The
revised documents shall state the reasons for the changes.

Article 25
Outsourcing

External reviewers that outsource their assessment activities to third-party service
providers shall ensure that any such third-party service provider has the ability and the
capacity to perform those assessment activities reliably and professionally. Those
external reviewers shall also ensure that the outsourcing does not materially impair the
quality of their internal control and the ability of ESMA to supervise the compliance
of those external reviewers with this Regulation.

External reviewers shall not outsource their compliance function.

External reviewers shall notify ESMA about these-ef-its the assessment activities
which that are-to-be-outsoureedit intends to outsource, including a specification of
the level of human and technical resources needed to carry out each of those activities
and the justification for such outsourcing.

External reviewers that outsource assessment activities shall ensure that such
outsourcing does not reduce or impair their ability to perform their function or roles as
members of the external reviewer’s senior management or management body.

External reviewers shall ensure that third party service providers cooperate with
ESMA in connection with any outsourced assessment activities.

External reviewers shall remain responsible for any outsourced activity and shall adopt
organisational measures to ensurethefeHowing:

(a) that they assess whether third party service providers are carryig out outsourced
assessment activities effectively and in compliance with applicable Union and
national laws and regulatory requirements and adequately addresses identified
failures;

(b) the identification of any potential risks in relation to outsourced assessment
activities;

(c) adequate periodic monitoring of the outsourced assessment activities;

(d) adequate control procedures with respect to outsourced assessment activities,
including effective supervision of the outsourced assessment activities and of
any potential risks within the third party service provider; and

(e) adequate business continuity of outsourced assessment activities.

For the purposes of point (e), external reviewers shall obtain information about the
business continuity arrangements of third party service providers, assess their quality,
and request improvements to such arrangements where necessary.

ESMA shall develop draft regulatory technical standards specifying:

(a) the criteria to assess the ability and the capacity of third party service providers
to perform the assessment activities reliably and professionally; and

(b) the criteria to ensure that the performance of assessment activities does not
materially impair the quality of the external reviewers’ internal control or the

31

EN



ability of ESMA to supervise the external reviewers’ compliance with this
Regulation.

ESMA shall submit those draft regulatory technical standards to the Commission by
.e. [PO: Please insert date 12 months after the date of entry into force].

Power is delegated to the Commission to supplement this Regulation by adopting the
regulatory technical standards referred to in the first subparagraph of this paragraph in
accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

Article 26
Record-keeping requirements

External reviewers shall keep adequate records ofal-efthefeHowing:

(a) the identity of the persons participating in the determination and approval of the
pre-issuance reviews referred to in Article 8 and the post-issuance reviews
referred to in Article 9, and the date on which the decisions to approve the pre-
issuance and post-issuance reviews were taken;

(b) the documentation for the established procedures and methodologies used by the
external reviewers to carry out and draw up the pre-issuance and post-issuance
reviews;

(c) the internal documents, including non-public information and work papers, used
to form the basis of any published pre-issuance or post-issuance review;

(d) records of the procedures and measures implemented by the external reviewers
to comply with this Regulation; and

(e) copies of internal and external communications that relate to assessment
activities, including electronic communications, received and sent by the
external reviewer and its employees, that relate to assessment activities.

The records and documents referred to in paragraph 1 shall be kept until at least five
years after the maturity of the bond concerned and shall be made available to
ESMA upon its request. .

Explanation: Clarity and legal soundness.

EN

Where ESMA has withdrawn the registration of an external reviewer in accordance
with Article 51(1), that external reviewer shall ensure that the records and documents
are kept for an additional five years. Records and documents which set out the
respective rights and obligations of the external reviewer and the issuer of the
European green bond under an agreement to provide assessment services shall be
retained for the duration of the relationship with that issuer.

Article 27
Confflicts of interest and confidentiality of information

External reviewers shall either identify and eliminate, or manage and disclose in a
transparent manner in the pre-issuance and post-issuance reviews any actual or
potential conflicts of interest, irrespective of whether that conflict of interest concerns
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their analysts or employees, any person that is contractually related to the external
reviewers and that is directly involved in assessment activities, or persons approving
pre-issuance reviews and post-issuance reviews.

Explanation: Clarification, because it is impossible to do all these things at once.

2. Fees charged by external reviewers for assessment services shall not depend on the
result of the pre-issuance or post-issuance review, or on any other result or outcome of
the work performed.

3. Analysts, employees of the external reviewer and any other person contractually
related to the external reviewers and directly involved in assessment activities shall be
bound by the obligation of professional secrecy.

4. External reviewers shall ensure that their analysts and employees or any other natural
person contractually related to the external reviewers and directly involved in
assessment activities:

(a) take all reasonable measures to protect property and records in the possession of
the external reviewer from fraud, theft or misuse, taking into account the nature,
scale and complexity of their business and the nature and range of their
assessment activities;

(b) do not disclose any information about pre-issuance or post-issuance reviews,
possible future pre-issuance or post-issuance reviews, to any parties other than
the issuers that have requested the assessment by the external reviewer

(c) do not use or share confidential information for any other purpose than
assessment activities.

Article 28
Provision of other services

External reviewers that provide services other than assessment activities shall ensure that those
other services do not create conflicts of interest with their assessment activities concerning
European green bonds. Such external reviewers shall disclose in their pre-issuance and post-
issuance reviews any other services provided for the assessed entity or any related third party.

Chapter I11
Pre-issuance and post-issuance reviews

Article 29
References to ESMA or other competent authorities

In their pre-issuance review or post-issuance reviews, external reviewers shall not refer to
ESMA or any competent authority in a way that could indicate or suggest that ESMA or any
competent authority endorses or approves that review or any assessment activities of the
external reviewer.
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Article 30
Publication of pre-issuance reviews and post-issuance reviews

1. External reviewers shall publish and make available free of charge on their websitesalt
of the-followanein a separate section titled ‘European green bonds standard - Pre-
issuance reviews’ pre-issuance reviews that it issued.

1a. External rev1ewers shall publlsh and make available free of charge on their
webs1tes oreen

)in a separate section titled ‘European green bonds standard - Post-issuance reviews’
post-issuance reviews that it issued.

2. The pre-issuance reviews referred to in paragraph 1;-peint{a); shall be made available
to the public within a reasonable period of time prior to the beginning of the offer to
the public or the admission to trading of the European green bond concerned.

3. The post-issuance reviews referred to in paragraph lapeint(b); shall be made available
to the public without delay following the completion of the assessment of the
allocation reports by the external reviewer.

Explanation: Coherence of the text, to be in line with Article 9(6)

4. The pre-issuance reviews referred to in paragraph 1;-peint{a); and the post-issuance
reviews referred to in paragraph 1aspeint(b); shall remain publicly available until at
least the maturity of the bonds after their publication on the website of the external
reviewer.

5. External reviewers that decide to discontinue providing a pre-issuance review or a
post-issuance review shall provide information about the reasons for that decision in

the sections referred to in paragraphs 1 and 1a;peints{a)and(b); without delay
following such decision.

Chapter 1V
Provision of services by third-country external reviewers

Article 31
General provisions

1. A third-country external reviewer may provide its services in accordance with this
Regulation to issuers that issue European green bonds where that third-country
external reviewer is registered in the register of third-country external reviewers kept
by ESMA in accordance with Article 59.

2. ESMA shall register a third-country external reviewer that has applied for the
provision of external reviewer services in accordance with this Regulation throughout

the Union in accordance with paragraph 1 only wherethe-folowingconditions-are-met:

(a) the Commission has adopted a decision in accordance with Article 32(1);
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EN



10.

EN

(b) the third-country external reviewer is registered or authorised to provide the
external review services to be provided in the Union and is subject to effective
supervision and enforcement ensuring full compliance with the requirements
applicable in that third country; and

(c) cooperation arrangements have been established pursuant to Article 32(3).

Where a third-country external reviewer is registered in accordance with this Article,
no additional requirements on the third-country external reviewer in respect of matters
covered by this Regulation shall be imposed.

The third-country external reviewer referred to in paragraph 1 shall submit its
application to ESMA after the adoption by the Commission of the decision referred to
in Article 32 determining that the legal and supervisory framework of the third country
in which the third-country external reviewer is registered or authorised is equivalent
to the requirements described in Article 32(1).

The third-country external reviewer shall submit its application referred to in the first
paragraph of this Article by using the forms and templates referred to in Article 15.

The applicant third-country external reviewer shall provide ESMA with all
information necessary for its registration.

Within 20 working days of receipt of the application, ESMA shall assess whether the
application is complete. Where the application is not complete, ESMA shall set a
deadline by which the applicant third-country external reviewer is to provide
additional information.

The registration decision shall be based on the conditions set out in paragraph 2.

Within 45 working days of the submission of a complete application, ESMA shall
inform the applicant third-country external reviewer in writing with a fully reasoned
explanation whether the registration has been granted or refused.

Third-country external reviewers providing services in accordance with this Article
shall, before providing any service in relation to issuers of European green bonds
established in the Union, offer to submit any disputes relating to those services to the
jurisdiction of a court or arbitral tribunal in a Member State.

Article 32
Equivalence decision

The Commission may adopt a decision in relation to a third country stating that the
legal and supervisory arrangements of that third country ensure that external reviewers
registered or authorised in that third country comply with legally binding
organisational and business conduct requirements which have equivalent effect to the
requirements laid down in this Regulation and in the implementing measures adopted
pursuant to this Regulation and that the legal framework of that third country provides
for an effective equivalent system for the recognition of external reviewers registered
or authorised under third-country legal regimes.

The organisational and business conduct framework of a third country may be
considered to have equivalent effect where that framework fulfils alithe following
conditions:
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(a) entities providing external review services in that third country are subject to
registration or authorisation and to effective supervision and enforcement on an
ongoing basis;

(b) entities providing external review services are subject to adequate organisational
requirements in the area of internal control functions; and

(c) entities providing external review services are subject to appropriate conduct of
business rules.

ESMA shall establish cooperation arrangements with the relevant competent
authorities of third countries whose legal and supervisory frameworks have been
recognised as effectively equivalent in accordance with paragraph 1. Such

arrangements shall specifyal-efthefoHowing:

(a) the mechanism for the exchange of information between ESMA and the
competent authorities of the third countries concerned, including access to all
information regarding the third-country external reviewers registered or
authorised in third countries that is requested by ESMA;

(b) the mechanism for prompt notification to ESMA where a third-country
competent authority deems that a third-country external reviewer that it is
supervising and ESMA has registered in the register referred to in Article 59
infringes the conditions of its registration or authorisation or other law to which
it is obliged to adhere; and

(c) the procedures concerning the coordination of supervisory activities including,
where appropriate, on-site inspections.

A third-country external reviewer established in a country whose legal and supervisory
framework has been recognised to be effectively equivalent in accordance with
paragraph 1 of this Article, and which is registered in the register referred to in Article
59, shall be able to provide the services covered under the registration to issuers of
European green bonds throughout the Union.

A third-country external reviewer shall no longer use the rights under Article 31 where
the Commission withdraws its decision under paragraph 1 of this Article in relation to
that third country.

Article 33
Withdrawal of registration of third country external reviewer

ESMA shall suspend or withdraw the registration of a third-country external reviewer
in the register established in accordance with Article 59 where ene-or-mere-of-the

fellowingconditionsare-met:

(a) ESMA has well-founded reasons based on documented evidence to believe that,
in the provision of the services in the Union, the third-country external reviewer
is acting in a manner which is clearly prejudicial to the interests of investors or
the orderly functioning of markets;

(b) ESMA has well-founded reasons based on documented evidence to believe that,
in the provision of services in the Union, the third-country external reviewer has
seriously infringed the previsionslaws and regulations applicable to it in the
third country and on the basis of which the Commission has adopted the decision
in accordance with Article 32(1); or
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(c) ESMA has referred the matter to the competent authority of the third country
and that third-country competent authority has not taken the appropriate
measures needed to protect investors and the proper functioning of the markets
in the Union or has failed to demonstrate that the third-country external reviewer
concerned complies with the requirements applicable to it in the third country.:

ESMA shallhas informed the third-country competent authority of its intention to
withdraw the registration of the third-country external reviewer at least 30 days before
the withdrawal.

ESMA shall inform the Commission of any measure adopted in accordance with
paragraph 1 without delay and shall publish theits decision on_suspension or
withdrawal on its website.

In case of suspension or withdrawal of a third-country external reviewer, Fthe
Commission shall assess whether the conditions under which a decision in accordance
with Article 32(1) has been adopted continue to persist in relation to the third country
concerned.

Article 34
Recognition of an third-country external reviewer loecated-in-a-third-country

Until such time as an equivalence decision in accordance with Article 32(1) is adopted,
a third-country external reviewer may provide its services in accordance with this
Regulation provided that the third country external reviewer acquires priorrecognition
from ESMA in accordance with this Article.

A third-country external reviewer that intendsing to obtain prierrecognition as referred
to in paragraph 1 shall comply with the requirements laid down in Articles 15 to 30
and Articles 47 to 49.

A third-country external reviewer intending to obtain prior recognition as referred to
in paragraph 1 shall have a legal representative domiciledleeated in the Union. That
legal representative shall:

(a) Dbe responsible, together with the third-country external reviewer, for ensuring
that the provision of services under this Regulation by the third-country external
reviewer meets the requirements referred to in paragraph 2 and shall in that
respect be accountable to ESMA for the conduct of the third-country external
reviewer in the Union;

(b) act on behalf of the third-country external reviewer as the main point of contact
with ESMA and any other person in the Union with regard to the external
reviewer’s obligations under this Regulation; and

(c) have sufficient knowledge, expertise and resources to fulfil its obligations under
this paragraph.

An application for prior recognition from ESMA as referred to in paragraph 1 shall
contain all information necessary to satisfy ESMA that the third country external
reviewer has implemented all the necessary arrangements to meet the requirements
referred to in paragraphs 2 and 3 and shall, where applicable, indicate the competent
authority responsible for its supervision in the third country.

ESMA shall assess whether the application for prior recognition from ESMA is
complete within 20 working days after receipt of the application.
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Where the application is not complete, ESMA shall notify the applicant thereof and
set a deadline by which the applicant is to provide additional information.

Where the application is complete, ESMA shall notity the applicant thereof.

Within 45 working days of receipt of the complete application referred to in the first
subparagraph of this paragraph, ESMA shall verify that the conditions laid down in
paragraphs 2 and 3 are fulfilled.

ESMA shall notify an applicant of its recognition as a third-country external reviewer
or of its refusal. The decision to recognise or the refusal to recognise shall provide
reasons and take effect on the fifth working day following its adoption.

ESMA shall suspend or, where appropriate, withdraw the recognition granted in
accordance with paragraph 5 where it has well-founded reasons, based on documented
evidence, to consider that the third-country external reviewer is acting in a manner
which is elearlyprejudicial to the interests of users of its services or the orderly
functioning of markets or the third country external reviewer has seriously infringed
the relevant requirements set out in this Regulation, or that the third-country external
reviewer made false statements or used any other irregular means to obtain
therecognition.

ESMA shall develop draft regulatory technical standards specifying the information
and the form and content of the application referred to in paragraph 4.

ESMA shall submit those draft regulatory technical standards to the Commission by
... [PO: Please insert date 424 months after the date of entry into force of this

Regulation].
Power is delegated to the Commission to supplement this Regulation by adopting the

regulatory technical standards referred to in the first subparagraph of this paragraph in
accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

Article 35
Endorsement of services under this Regulation provided in a third country

An external reviewer located in the Union registered in accordance with Article 15 and
entered in the register in accordance with Article 59, may apply to ESMA to endorse
the services provided by a third country external reviewer on an ongoing basis in the

Union, provided thatall-efthe-foelowingconditionsare-fulfiled:

(a) the endorsing external reviewer has verified and is able to demonstrate on an on-
going basis to ESMA that the provision of services under this Regulation by the
endorsed third country external reviewer fulfils, on a mandatory or on a
voluntary basis, requirements which are at least as stringent as the requirements
of this Regulation;

(b) the endorsing external reviewer has the necessary expertise to monitor
effectively the activity of the provision of services under this Regulation by that
third country external reviewer and to manage the associated risks; and

(c) the third-country external reviewer is relied upon forany—ef—thefolowing
objective reasons:

(1)  sSpecificities of the underlying markets or investments;
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(i1) pProximity of the endorsed reviewer to third-country markets, issuers or
investors; or

(ii1)) eExpertise of the third-country reviewer in providing the services of
external review or in specific markets or investments.

An external reviewer that makes an application for endorsement as referred to in
paragraph 1 shall provide all information necessary to satisty ESMA that, at the time
of application, all the conditions referred to in that paragraph are fulfilled.

ESMA shall assess whether the application for endorsement referred to in paragraph 1
is complete within 20 working days after receipt of the application.

Where the application is not complete, ESMA shall notify the applicant thereof and
set a deadline by which the applicant is to provide additional information.

Where the application is complete, ESMA shall notify the applicant thereof.

Within 45 working days of receipt of the complete application, ESMA shall examine
the application and adopt a decision either to authorise the endorsement or to refuse it.
ESMA shall notify an applicant of its decision regarding endorsement referred to in
paragraph 1. The decision shall provide reasons and take effect on the fifth working
day following its adoption.

Services provided under this Regulation by an endersedthird-country external
reviewer that has been endorsed shall be considered to be services provided by the
endorsing external reviewer. The endorsing external reviewer shall not use the
endorsement with the intention of avoiding the requirements of this Regulation.

An external reviewer that has endorsed services provided under this Regulation by a
third-country external reviewer shall remain fully responsible for such services and for
compliance with the obligations under this Regulation.

Where ESMA has well-founded reasons to consider that the conditions laid-dewn
wnder-in paragraph 1 of this Article are no longer fulfilled, it shall have the power to
require the endorsing external reviewer to suspend or to cease the endorsement.

An external reviewer that endorses services provided under this Regulation by a third-
country external reviewer shall publish the information referred to in Article 430 on
its website.

An external reviewer that endorses services provided under this Regulation by a third-
country external reviewer shall report to ESMA annually on the services it has
endorsed in the previous twelve months.
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Title IV
Supervision by competent authorities and ESMA

Chapter I
Competent authorities

Article 36
Supervision by competent authorities

[=

Competent authorities of the home Member State designated pursuant to Article 31
of Regulation (EU) 2017/1129 shall supervise that issuers of European green bonds
for which a prospectus is required pursuant to that Regulation comply with their
obligations under Chapter II of Title II of this Regulation.

Explanation: Clarifying scope of supervision of NCAs (of home MS) where a prospectus is
required, for which NCAs shall supervise obligations of issuers under articles 8 to 13.
Sovereign issuers excluded from the requirement to establish a prospectus (in accordance
with the Prospectus Regulation) are automatically outside the scope of this supervision.
Proposed home Member State definition clarifies which MS is concerned. Reference to
article 31 of PR clarifies which authority within that MS is in charge of the supervision.

Explanation: Non-prospectus EU GB are not supervised.

Dl Under their supervisory powers pursuant to paragraph 1, competent authorities
shall assess the completeness, the consistency and the comprehensibility of the
information provided by the issuers.

3. The powers conferred under paragraphs 1 and 2 may be exercised before or after
the issuance of the European green bond concerned.

Explanation: Clarification of the role of NCA (biding article).

Article 37
Powers of competent authorities

1. In order to fulfil their duties under this Regulation, competent authorities shall have,
in accordance with national law, at least the following supervisory and investigatory
powers:

EN 40
EN



Explanation:

(2)

to require issuers to include the information referred to in Annex I in the
European green bond factsheet;

(ab) to require issuers to provide and publish pre- and post-issuance reviews by

an external reviewer in accordance with this Regulation;

Textual improvement.

EN

(b)

(©)

(ca)

(d)

(e)

®

(&)

(h)

to require issuers to publish yearkyannual allocation reports or include in yearhy
annual allocation reports the information about all the elements referred to in
Annex II;

to require issuers to publish an impact report or include in the impact report the
information about all the elements referred to in Annex III;

to require issuers to file the required documents and notify the ccmpetent
authority of the publication in accordance with Article 13(4) of this

regulation;

to require auditors and senior management of the issuer to provide information
and documents;

to suspend an—effer—of European—green—bondsfor a maximum of tentd

consecutive working days an_offer or admission to trading on regulated
market of European green bonds on any single occasion where there are
reasonable grounds for suspecting that the issuer’s obligation under Chapter
IT of Title II Asticles8-toof this Regulation have been infringed;

to prohibit or suspend for_a maximum of ten consecutive working days
advertisements or require issuers of European green bonds or financial
intermediaries concerned to cease or suspend advertisements for a maximum of
10 consecutive working days on any single occasion where there are reasonable
grounds for believing that A+tieles8-te the issuer’s obligation under Chapter
IT of Title II of this Regulation have been infringed;

to make public the fact that an issuer of European green bonds is failing to
comply with its obligations under Chapter II of Title II of this Regulation and,
following a three—month-notice period given to the issuer to rectify any
identified lack of compliance, make public the fact that the bond in question
should no longer be considered a European green bond; and

to carry out on-site inspections or investigations at sites other than the private
residences of natural persons, and for that purpose to enter premises in order to
access documents and other data in any form, where a reasonable suspicion
exists that documents and other data related to the subject-matter of the
inspection or investigation may be relevant to prove an infringement of this
Regulation.

Where necessary under national law, the competent authority may ask the relevant
judicial authority to decide on the use of the powers referred to in the first
subparagraph.

Competent authorities shall exercise their functions and powers referred to in
paragraph 1 in any of the following ways:
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(a) directly;

(b) in collaboration with other authorities;

(c) under their responsibility by delegation to such authorities;
(d) by application to the competent judicial authorities.

Member States shall ensure that appropriate measures are in place so that competent
authorities have all the supervisory and investigatory powers that are necessary to fulfil
their duties.

A person making information available to the competent authority in accordance with
this Regulation shall not be considered to be infringing any restriction on the
disclosure of information imposed by contract or by any legislative, regulatory or
administrative provision, and shall not be subject to liability of any kind related to such
notification.

Article 38

Cooperation between competent authorities

Competent authorities shall cooperate with each other for the purposes of this
Regulation. They shall exchange information without undue delay and cooperate in
investigation, supervision and enforcementaetivities.

Member States that have chosen, in accordance with Article 41(3), to lay down
criminal sanctions for infringements of this Regulation shall ensure that appropriate
measures are in place so that competent authorities have all the necessary powers to
liaise with judicial authorities within their jurisdiction to receive specific information
related to criminal investigations or proceedings commenced for alleged
infringements of this Regulation and provide the same to other competent authorities
to fulfil their obligation to cooperate with each other for the purposes of this
Regulation.

A competent authority may refuse to act on a request for information or a request to

cooperate with an investigation only in—any—ef—the—following—exeeptional
etreumstanceswhere:

(a) wherecomplying with the request is likely to adversely affect its own
investigation, enforcement activities or a criminal investigation;

(b) wherejudicial proceedings have already been initiated in respect of the same
actions and against the same persons before the authorities of the Member State
addressed; or

(c) wherea final judgment has already been delivered in relation to such persons for
the same actions in the Member State addressed.

The competent authority may request assistance from the competent authority of
another Member State with regard to on-site inspections or investigations.

Where a competent authority receives a request from a competent authority of another
Member State to carry out an on-site inspection or an investigation, it mayde-any-ef

the following:

(a) carry out the on-site inspection or investigation itself;
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(b) allow the competent authority which submitted the request to participate in an
on-site inspection or investigation;

(c) allow the competent authority which submitted the request to carry out the on-
site inspection or investigation itself;

(d) appoint auditors or experts to carry out the on-site inspection or investigation;
or

(e) share specific tasks related to supervisory activities with the other competent
authorities.

The competent authorities may refer to ESMA in situations where a request for
cooperation, in particular to exchange information, has been rejected or has not been
acted upon within a reasonable time. Without prejudice to Article 258 TFEU, ESMA
may—the—situations—referred—to—in—thefirstsentence—ofthis—pa~eray.” ,in_sich
situations act in accordance with the power conferred on it underby Article 19 of
Regulation (EU) No 1095/2010.

ESMA is empowered to develop draft regulatory technical standards to specify the
information to be exchanged between competent authorities in accordance with
paragraph 1.

ESMA shall submit those draft regulatory technical standards to the Commission
. [PO: Please insert date 36 months after the date of entry into force of this

Regultion)].

Power is delegated to the Commission to adopt the regulatory technical standards referred to in

the first subparagraph of this paragraph in accordance with Articles 10 to 14 of
Regulation (EU) No 1095/2010.6. ESMA may develop draft implementing technical
standards to establish standard forms, templates and procedures for the cooperation
and exchange of information between competent authorities.

ESMA shall submit those draft implementing technical standards to the
Commission by ... [PO: Please insert date 36 months after the date of entry into
force of this Regultion].

Power is conferred on the Commission to adopt the implementing technical standards referred

to in the first subparagraph of this paragraph in accordance with Article 15 of Regulation
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(EU) No 1095/2010. Article 39

Professional secrecy

All information exchanged between the competent authorities under this Regulation
that concerns business or operational conditions and other economic or personal affairs
shall be considered—te—be confidential and shall be subject to the—requirements—of
professional secrecy, except where the competent authority states at the time of
communication that such information may be disclosed or such disclosure is necessary
for legal proceedings.

The obligation of professional secrecy shall apply to all persons who work or who have
worked for the competent authority or for any third party to whom the competent
authority has delegated its powers. Information covered by professional secrecy may
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not be disclosed to any other person or authority except by virtue of previstenstaid
dewn-byUnion or national law.

Article 40
Precautionary measures

A competent authority of the host Member State that has clear and demonstrable
grounds for believing that irregularities have been committed by an issuer of asn
European green bond or that it has infringed its obligations under this Regulation shall
refer those findings to the competent authority of the home Member State and to
ESMA.

Where, despite the measures taken by the competent authority of the home Member
State, an issuer of an European green bond persists in infringing this Regulation, the
competent authority of the host Member State, after informing the competent authority
of the home Member State and ESMA, shall take all appropriate measures to protect
investors and shall inform the Commission and ESMA thereof without undue delay.

A competent authority that disagrees with any of the measures taken by another
competent authority pursuant to paragraph 2 may bring the matter to the attention of
ESMA. ESMA may act in accordance with the powers conferred on it underby
Article 19 of Regulation (EU) No 1095/2010.

Article 41
Administrative sanctions and other administrative measures

Without prejudice to the supervisory and investigatory powers of competent
authorities underpursuant to Article 37, and the right of Member States to provide for
and impose criminal sanctions, Member States shall, in accordance with national law,
provide for competent authorities to have the power to impose administrative sanctions
and take appropriate other administrative measures which shall be effective,
proportionate and dissuasive. Those administrative sanctions and other administrative
measures shall apply to:

(a) infringements by issuers of their obligations under Chapter II of Title II of
this Regulation;

Explanation: In line with Article 36.
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(b) failure to cooperate or comply #with an investigation,er with an inspection or
with a requesteovered-byArticle 37requirement under Article 37(1).

Member States may decide not to lay down rules for administrative sanctions as
referred to in the first subparagraph where the infringements referred to in point (a) or
point (b) of that subparagraph are already subject to criminal sanctions in their national
law by ... [PO: please insert the date of application of this Regulation]. Where they
so decide, Member States shall notify, in detail, to the Commission and to ESMA, the
relevant parts of their criminal law.

By ... [PO: please insert the date of application of this Regulation], Member States
shall notify, in detail, the rules referred to in the first and second subparagraph to the
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Commission and to ESMA. They shall notify the Commission and ESMA without
delay of any subsequent amendment thereto.

Member States shall, in accordance with national law, ensure that competent
authorities have the power to impose the following administrative sanctions and other
administrative measures in relation to the infringements listed in paragraph 1,
point (a):

(a) a public statement indicating the natural or legal person er—thelegal-entity
responsible and the nature of the infringement in accordance with Article 37(1),
point (g);

(b) an order requiring the natural or legal person erdegal-entity responsible to cease
the conduct constituting the infringement;

(c) maximum administrative pecuniary sanctions of at least twice the amount of the
profits gained or losses avoided because of the infringement where those can be
determined;

(d) in the case of a legal person, maximum administrative pecuniary sanctions of at
least EUR 500 000, or, in the Member States whose currency is not the euro, the
corresponding value in the national currency on ... [PO: please insert the date of
entry into force of this Regulation], or 0.5 % of the total annual turnover of that
legal person according to the last available financial statements approved by the
management body.

(e) in the case of a natural person, maximum administrative pecuniary sanctions of
at least EUR 50 000, or, in the Member States whose currency is not the euro,
the corresponding value in the national currency on ... [PO: please insert date of
entry into force of this Regulation].

For the purposes of point (d), where the legal person is a parent undertaking or a
subsidiary of a parent undertaking which is required to prepare consolidated financial
accounts in accordance with Directive 2013/34/EU of the European Parliament and of
the Council?!, the relevant total annual turnover shall be the total annual turnover or
the corresponding type of income in accordance with the relevant Union law in the
area of accounting according to the last available consolidated accounts approved by
the management body of the ultimate parent undertaking.

Member States may provide for additional sanctions or measures and for higher levels
of administrative pecuniary sanctions than those provided for in this Regulation.

Article 42
Exercise of supervisory powers and powers to impose sanctions

Competent authorities, when determining the type and level of administrative
sanctions and other administrative measures, shall take into account all relevant
circumstances including, where appropriate:

(a) the gravity and the duration of the infringement;

Directive 2013/34/EU of the European Parliament and of the Council of 26 June 2013 on the annual

financial statements, consolidated financial statements and related reports of certain types of undertakings,
amending Directive 2006/43/EC of the European Parliament and of the Council and repealing Council Directives
78/660/EEC and 83/349/EEC (OJ L 182, 29.6.2013, p. 19).
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(b) the degree of responsibility of the person responsible for the infringement;

(c) the financial strength of the person responsible for the infringement, as indicated
by the total turnover of the responsible legal person or the annual income and
net assets of the responsible natural person;

(d) the impact of the infringement on the interests of retail investors™interests;

(e) the importance of the profits gained, losses avoided by the person responsible
for the infringement or the losses for third parties derived from the infringement,
insofar as they can be determined;

(f) the level of cooperation of the person responsible for the infringement with the
competent authority, without prejudice to the need to ensure disgorgement of
profits gained or losses avoided by that person;

(g) previous infringements by the person responsible for the infringement; and

(h) measures taken after the infringement by the person responsible for the
infringement to prevent its repetition.

In the exercise of their powers to impose administrative sanctions and other
administrative measures under Article 41, competent authorities shall cooperate
closely to ensure that the exercise of their supervisory and investigative powers and
the administrative sanctions and other administrative measures that they impose are
effective and appropriate under this Regulation. They shall coordinate their action in
order to avoid duplication and overlaps when exercising their supervisory and
investigative powers and when imposing administrative sanctions and other
administrative measures in cross-border cases.

Article 43
Right of appeal

Member States shall ensure that decisions taken under this Regulation are properly reasoned

and subject to a right of appeal before a tribunalcourt.
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Article 44
Publication of decisions

A decision imposing an administrative sanction or other administrative measure for
infringement of this Regulation shall be published by competent authorities on their
official websites immediately after the person subject to that decision has been
informed of that decision. The publication shall include information on the type and
nature of the infringement and the identity of the persons responsible. That obligation
shall not apply to decisions imposing measures that are of an investigatory nature.

Where the publication of the identity of the legal entitiespersons, or identity or
personal data of natural persons, is considered by the competent authority to be
disproportionate following a case-by-case assessment conducted on the
proportionality of the publication of such data, or where such publication would
jeopardise the stability of financial markets or an on-going investigation,
Member States shall ensure that the competent authoritiesde-ene-of the fellowing:
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(a) defer the publication of the decision to impose a sanction or a measure until the
moment where the reasons for non-publication cease to exist;

(b) publish the decision to impose a sanction or a measure on an anonymous basis
in a manner which is in conformity with national law, where such anonymous
publication ensures an effective protection of the personal data concerned; or

(c) not publish the decision to impose a sanction or measure in the event that the
options laid down in points (a) and (b) are considered to be insufficient to ensure:

(1) that the stability of financial markets would not be put in jeopardy; or

(i1)) the proportionality of the publication of such decisions with regard to
measures which are deemed to be of a minor nature.

In the case of a decision to publish a sanction or measure on an anonymous basis, as
referred to in point (b) of the first subparagraph, the publication of the relevant data
may be deferred for a reasonable period where it is expected that within that period the
reasons for anonymous publication shall cease to exist.

Where the decision to impose a sanction or measure is subject to an appeal before the
relevant judicial or other authorities, competent authorities shall also publish,
immediately, on their official website such information and any subsequent
information on the outcome of such appeal. Moreover, any decision annulling a
previous decision to impose a sanction or a measure shall also be published.

Competent authorities shall ensure that any publication in accordance with this Article
shall remain on their official website for a period of at least five years after its
publication. Personal data contained in the publication shall be kept on the official
website of the competent authority only for the period which is necessary in
accordance with the applicable data protection rules.

Article 45
Reporting sanctions to ESMA

The competent authority shall, on an annual basis, provide ESMA with aggregate
information regarding all administrative sanctions and other administrative measures
imposed in accordance with Article 41. ESMA shall publish that information in an
annual report.

Where Member States have chosen, in accordance with Article 41(3), to lay
dewnprovide for criminal sanctions for the infringements of the provisions referred
to in that paragraph, their competent authorities shall provide ESMA annually with
anonymised and aggregated data regarding all criminal investigations undertaken and
criminal sanctions imposed. ESMA shall publish data on criminal sanctions imposed
in an annual report.

A competent authority that has disclosed administrative sanctions, other administrative
measures or criminal sanctions to the public shall simultaneously report those
sanctions or measures to ESMA.

Competent authorities shall inform ESMA of all administrative sanctions or other
administrative measures imposed but not published in accordance with Article 44(2),
first subparagraph, point (c), including any appeal in relation thereto and the outcome
thereof. Member States shall ensure that competent authorities receive information and
the final judgment in relation to any criminal sanction imposed and submit it to ESMA.
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ESMA shall maintain a central database of sanctions communicated to it solely for the
purposes of exchanging information between competent authorities. That database
shall be accessible to competent authorities only and it shall be updated on the basis of
the information provided by the competent authorities.

Chapter 11
ESMA

Article 46
Exercise of the powers referred to in Articles 47, 48 and 49

The powers conferred on ESMA, any of its officials or any other person authorised by ESMA
by Articles 47, 48 and 49 shall not be used to require the disclosure of information or

documents that are subject to legal privilege.

Article 47
Requests for information

1. ESMA may by simple request or by decision require the following persons to provide
all information that is necessary to carry out its duties under this Regulation:

(a) persons who effectively conduct the business of the external reviewer;

(b) members of the supervisory erganbody, management erganbody or
administrative erganbody of the external reviewer;

(c) members of the senior management of the external reviewer;
(d) any person directly involved in assessment activities of the external reviewer;

(e) legal representatives and employees of entities to which an external reviewer has
outsourced certain functions in accordance with Article 25;

(f) persons otherwise closely and substantially related or connected to the process
of managing the external reviewer;

(g) anyone that acts like, or pretends to be, an external reviewer, without being
registered as such, and any person that performs any of the functions referred to
in points (a) to (f) for such person.

2. When sending a simple request for information under paragraph 1, ESMA shall:
(a) refer to this Article as the legal basis of that request;
(b) state the purpose of the request;
(c) specify what information is required;
(d) set a time limit within which the information is to be provided;

(e) inform the person from whom the information is requested that there is no
obligation to provide the information but that in case of a voluntary reply to the
request the information provided must not be incorrect or misleading; and

(f) indicate the potential fine provided for in Article 52, where the answers to the
questions asked are incorrect or misleading.
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When requiringte-supply-efthe provision of information by decision under paragraph
1 by-deeision, ESMA shall:

(a) refer to this Article as the legal basis of that request;

(b) state the purpose of the request;
(c) specify what information is required;
(d) set atime limit within which the information is to be provided,

(e) indicate the periodic penalty payments provided for in Article 53 where the
production of the required information is incomplete;

(f) indicate the fine provided for in Article 52 where the answers to questions asked
are incorrect or misleading;

(g) indicate the right to appeal the decision before Board of Appeal accordance with
Articles 58 and 59 of Regulation (EU) No 1095/2010 and to have the decision
reviewed by the Court of Justice of the European Union in accordance with
Articles 60 and 61 of that Regulation.

The persons referred to in paragraph 1 or their representatives and, in the case of legal
persons or associations having no legal personality, the persons authorised to represent
them by law or by their constitution, shall supplyprovide the information requested.
Lawyers duly authorised te-aet may supplyprovide the information on behalf of their
clients. The latter shall remain fully responsible if the information suppliedprovided
proves to beis incomplete, incorrect or misleading.

ESMA shall, without delay, send a copy of the simple request or of its decision to the
competent authority of the Member State where the persons referred to in paragraph 1
concerned by the request for information are domiciled or established.

Article 48
General investigations

In order to carry out its duties under this Regulation, ESMA may conduct necessary
investigations of persons referred to in Article 47(1). To that end, the officials and
other persons authorised by ESMA shall be empowered to:

(a) examine any records, data, procedures and any other material relevant to the
execution of its tasks irrespective of the medium on which they are stored;

(b) take or obtain certified copies of or extracts from such records, data, procedures
and other material;

(c) summon and ask any person referred to in Article 47(1) or their representatives
or staff for oral or written explanations on facts or documents relating to the
subject matter and purpose of the inspection and to record the answers;

(d) interview any other natural or legal person who consents to be interviewed for
the purpose of collecting information relating to the subject matter of an
investigation;

(e) request records of telephone and data traffic.

The officials of and other persons authorised by ESMA for the purposes of the
investigations referred to in paragraph 1 shall exercise their powers upon production
of a written authorisation specifying the subject matter and purpose of the
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investigation. That authorisation shall also indicate the periodic penalty payments
provided for in Article 53 where the production of the required records, data,
procedures or any other material, or the answers to questions asked of the persons
referred to in Article 47(1), are not provided or are incomplete, and the fines provided
for in Article 52 where the answers to questions asked of the persons referred to in
Article 47(1) are are incorrect or misleading.

The persons referred to in Article 47(1) shall submit to investigations
launchedinitiated on the basis of a decision of ESMA. The decision shall specify the
subject matter and purpose of the investigation, the periodic penalty payments
provided for in Article 53, the legal remedies available under Regulation (EU) No
1095/2010 and the right to have the decision reviewed by the Court of Justice of the
European Union.

In good time before the investigation, ESMA shall inform the competent supervsory
authority referred to in Article 36 of the Member State where the investigation is to be
carried out of the investigation and of the identity of the authorised persons. Officials
of the competent authority concerned shall, upon the request of ESMA, assist those
authorised persons in carrying out their duties. Officials of the competent authority
concerned may also attend the investigations upon request.

If a request for records of telephone or data traffic referred to in paragraph 1, point (e),
requires a competent authority to be authorised by a judicial authority in accordance
with national releslaw, ESMA shall also apply for such authorisation. ESMA may also
apply for such authorisation as a precautionary measure.

Where authorisation as referred to in paragraph 5 is applied for, the national judicial
authority shall eentrelverify that the decision of ESMA is authentic and that the
coercive measures envisaged are neither arbitrary nor excessive having regard to the
subject matter of the investigations. In its eentrelverification of the proportionality of
thecoercive measures, the national judicial authority may ask ESMA for detailed
explanations, in particular relating to the grounds ESMA has for suspecting that an
infringement of this Regulation has taken place and the seriousness of the suspected
infringement and the nature of the involvement of the person subject to the coercive
measures. However, the national judicial authority shall not review the necessity for
the investigation or demand that it be provided with the information on ESMA’s file.
The lawfulness of ESMA’s decision shall be subject to review only by the Court of
Justice following the procedure set out in Article 61 of Regulation (EU) No 1095/2010.

Article 49
On-site inspections

In order to carry out its duties under this Regulation, ESMA may conduct all necessary
on-site inspections at the business premises, land or property of the legal persons
referred to in Article 47(1). Where the proper conduct and efficiency of the inspection
so require, ESMA may carry out the on-site inspection without prior announcement.
ESMA shall take such decisions after consulting the competent authority of the
Member State where the inspection is to be conducted.
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Explanation: To replace objection right mentioned in paragraph 3 below. See Art. 23d(4) of
CRA Reg: https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02009R1060-
20190101.
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The officials of and other persons authorised by ESMA to conduct an on-site
inspection may enter any business premises, land or property of the legal persons
subject to an investigation decision adopted by ESMA and shall have all the powers
referred to in Article 48(1). They shall also have the power to seal any business
premises, property and books or records for the period of, and to the extent necessary
for, the inspection.

In sufficient time before the inspection, ESMA shall give notice of the inspection to
the competent saperviseryauthority of the Member State where the inspection is to be
conducted.

The officials of and other persons authorised by ESMA to conduct an on-site
inspection shall exercise their powers upon production of a written authorisation
specifying the subject matter and purpose of the inspection and the periodic penalty
payments provided for in Article 53 where the persons concerned do not submit to the
inspection. In good time before the inspection, ESMA shall give notice of the
inspection to the competent authority of the Member State where the inspection is to
be conducted.

The persons referred to in Article 47(1) shall submit to on-site inspections ordered by
decision of ESMA. The decision shall specify the subject matter and purpose of the
inspection, appoint the date on which it is to begin and indicate the periodic penalty
payments provided for in Article 53, the legal remedies available under Regulation
(EU) No 1095/2010 as well as the right to have the decision reviewed by the Court of
Justice of the European Union. ESMA shall take such decisions after consulting the
competent authority of the Member State where the inspection is to be conducted.

Officials of, as well as those authorised or appointed by, the competent authority of
the Member State where the inspection is to be conducted shall, at the request of
ESMA, actively assist the officials of and other persons authorised by ESMA. To that
end, they shall enjoy the powers set out in paragraph 2. Officials of that competent
authority may also attend the on-site inspections upon request.

ESMA may also require competent authorities to carry out specific investigatory tasks
and on-site inspections as provided for in this Article and in Article 48(1) on its behalf.
To that end, competent authorities shall enjoy the same powers as ESMA as set out in
this Article and in Article 48(1).

Where the officials of, and other accompanying persons authorised by, ESMA find
that a person opposes an inspection ordered pursuant to this Article, the competent
authority of the Member State concerned shall afford them the necessary assistance,
requesting, where appropriate, the assistance of the police or of an equivalent
enforcement authority, to enable them to conduct their on-site inspection.

If the on-site inspection provided for in paragraph 1 or the assistance provided for in
paragraph 8 requires authorisation by a judicial authority aeeerdingin accordance
withte theapplicable national releslaw, ESMA shall also apply for such authorisation.
ESMA may also apply for such authorisation as a precautionary measure.
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Where authorisation as referred to in paragraph 9 is applied for, the national judicial
authority shall verify that ESMA’s decision is authentic and that the coercive measures
envisaged are neither arbitrary nor excessive having regard to the subject matter of the
inspection. In its eentrelverification of the proportionality of the coercive measures,
the national judicial authority may ask ESMA for detailed explanations. Such a request
for detailed explanations may in particular relate to the grounds ESMA has for
suspecting that an infringement of this Regulation has taken place, as well as to the
seriousness of the suspected infringement and the nature of the involvement of the
person who is subjected to the coercive measures. Hewever,+1Lhe national judicial
authority shall, however, not review the necessity for the investigation or demand that
it be provided with the information on ESMA’s file. The lawfulness of ESMA’s
decision shall be subject to review only by the Court of Justice following the procedure
set out in Article 61 of Regulation (EU) No 1095/2010.

Article 50
Exchange of information

Competent authorities referred to in Article 36, ESMA, and other relevant authorities
shall, without undue delay, provide one another with the information required for the
purposes of carrying out their duties.

Competent authorities referred to in Article 36, ESMA, other relevant authorities and
other bodies or natural and legal persons receiving confidential information in the
exercise of their duties under this Regulation shall use it only in the course of their
duties.

Article 51
Supervisory measures by ESMA

Where, in accordance with Article 55(8), ESMA finds that a person has committed one
of the infringements listed in Article 52(2), it shall take one or more of the following

actions-take-one-or-mere-of thefoHowingactions:
(a) withdraw the registration of an external reviewer;

(b) withdraw the recognition of an external reviewer located in a third country;

(c) temporarily prohibit the external reviewer from pursuing the activities under this
Regulation throughout the Union, until the infringement has been brought to an
end;

(d) adopt a decision requiring the person to bring the infringement to an end;

(e) adopt a decision imposing fines pursuant to Article 52;

(f) adopt a decision imposing periodic penalty payments pursuant to Article 53; and
(g) 1issue public notices.

ESMA shall withdraw the registration or therecognition of an external reviewer in-the

Ffolow e ctreumstaneeswhere:

(a) the external reviewer has expressly renounced the registration or therecognition
or has not made use of the registration or therecognition within 36 months after
theregistration or therecognition has been granted;
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(b) the external reviewer has obtained the registration or the recognition by making
false statements or by any other irregular means; or

(c) the external reviewer no longer meets the conditions under which it was
registered or recognised.

Where ESMA withdraws the registration or the recognition of the external reviewer,
it shall provide full reasons in its decision. The withdrawal shall have immediate effect.

When takingadopting the a decisions as referred to in paragraph 1, ESMA shall take
into account the nature and seriousness of the infringement, having regard tothe

fellowingeriteria:
(a) the duration and frequency of the infringement;

(b)  whether financial crime has been occasioned, facilitated or otherwise attributable
to the infringement;

(c)  whether the infringement has been committed by intentienally-or negligencetly;
(d) the degree of responsibility of the person responsible for the infringement;

(e) the financial strength of the person responsible for the infringement, as indicated
by the total turnover of the responsible legal person or the annual income and
net assets of the responsible natural person;

(f) the impact of the infringement on the interests of retail investors™interests;

(g) the importance of the profits gained, losses avoided by the person responsible
for the infringement or the losses for third parties derived from the infringement,
insefarto the extentas that they can be determined;

(h) the level of cooperation of the person responsible for the infringement with
ESMA, without prejudice to the need to ensure disgorgement of profits gained
or losses avoided by that person;

(i)  previous infringements by the person responsible for the infringement; and

() measures taken after the infringement by the person responsible for the
infringement to prevent its repetition.

Without undue delay, ESMA shall notify any action taken pursuant to paragraph 1 to
the person responsible for the infringement, and shall communicate it to the competent
authorities of the Member States and to the Commission. It shall publicly disclose any
such action on its website within +0ten working days from the date when it was
adopted.

The disclosure to the public referred to in the first subparagraph shall include the
following:

(a) astatement affirming the right of the person responsible for the infringement to
appeal the decision;

(b) where relevant, a statement affirming that an appeal has been lodged and
specifying that such an appeal does not have suspensive effect; and

(c) astatement asserting that it is possible for ESMA’s Board of Appeal to suspend
the application of the contested decision in accordance with Article 60(3) of
Regulation (EU) No 1095/2010.

53
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Article 52
Fines

Where, in accordance with Article 55(8), ESMA finds that an external reviewer and

persons referred to in Article 47(1) have, intentionally—ernegligentlyby intent or
negligence, committed one or more of the infringements listed in paragraph 2, it shall

adopt a decision imposing a fine in accordance with paragraph 3 of this Article.

An infringement shall be considered to have been committed intentionally if ESMA
finds objective factors which demonstrate that a person acted deliberately to commit
the infringement.

The infringements referred to in paragraph 1 arethe-foHewing:

(a) non-compliance with paragraph-tofArticle 16(1), and Articles 18 to 30 of this
Regulation;

(b) the submission of false statements when applying for registration as an external
reviewer, or the use of any other irregular means to obtain such registration;

(c) failure to provide information in response to a decision requiring information
pursuant to Article 47 or the provision of incorrect or misleading information in
response to a request for information or a decision;

(d) the obstruction of or non-compliance with an investigation pursuant to Article
48, paragraph 1, points (a), (b), (c), or (e);

(¢) non-compliance with Article 49, by not providing an explanation on facts or
documents related to the subject matter and purpose of an inspection, or by
providing an incorrect or misleading explanation;

(f) taking up the activity of external reviewers or pretending to be an external
reviewer, without having been registered as an external reviewer.

The minimum amount of the fine referred to in paragraph 1 shall be EUR 20 000. The
maximum amount shall be EUR 200 000.

When determining the level of a fine pursuant to paragraph 1, ESMA shall take into
account the criteria set out in Article 51(3).

Where a person has directly or indirectly benefited financially from the infringement,
the amount of the fine shall be at least equal to that financial benefit.

Where an act or omission constitutes a combination of several infringements, only the
fine for the highest fined infringement shall apply.

Article 53
Periodic penalty payments

ESMA shall, by decision, impose a periodic penalty payment in order to compel:

(a) aperson to put an end to an infringement, in accordance with a decision taken
pursuant to Article 521(1), point (ed);

(b) aperson as referred to in Article 47(1):

(1) to supplyprovide complete information which has been requiredsted by a
decision pursuant to Article 47;
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(1) to submit to an investigation and in particular to produce complete records,
data, procedures or any other material required and to complete and correct
other information provided in an investigation launched by a decision
pursuant to Article 48; or

(ii1)) to submit to an on-site inspection ordered by a decision taken pursuant to
Article 49.

The periodic penalty payment shall be imposed for each day of delay.

The amount of the periodic penalty payments shall be 3 % of the average daily turnover
in the preceding business year, or, in the case of natural persons, 2% of the average
daily income in the preceding calendar year. It shall be calculated from the date
stipulated in the decision imposing the periodic penalty payment.

A periodic penalty payment shall be imposed for a maximum period of six months
following the notification of ESMA’s decision. Following the end of the period,
ESMA shall review the measure.

Article 54

Disclosure, nature, enforcement and allocation of fines and periodic penalty payments
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ESMA shall disclose to the public every fine and periodic penalty payment that has
been imposed pursuant to Articles 52 and 53, unless such disclosure to the public
would seriously jeopardise the financial markets or cause disproportionate damage to
the parties involved. Such disclosure shall not contain personal data within the
meaning of Regulation (EC) No 45/2001.

Fines and periodic penalty payments imposed pursuant to Articles 52 and 53 shall be
of an administrative nature.

Where ESMA decides to impose no fines or penalty payments, it shall inform the
European Parliament, the Council, the Commission, and the competent authorities of
the Member State concerned accordingly and shall set out the reasons for its decision.

Fines and periodic penalty payments imposed pursuant to Articles 52 and 53 shall be
enforceable.

For the purposes of enforcement of fines and periodic penalty payments, ESMA shall
apply the rules of civil procedure in force in the Member State or third-country in
which it is carried out.

The amounts of the fines and periodic penalty payments shall be allocated to the
general budget of the Union.

Article 55
Procedural rules for taking supervisory measures and imposing fines

Where, in carrying out its duties under this Regulation, ESMA finds that there are
serious indications of the possible existence of facts liable to constitute one or more of
the infringements listed in Article 52(2), ESMA shall appoint an independent
investigating officer within ESMA to investigate the matter. The investigating officer
shall not be involved or have been involved in the direct or indirect supervision or
registration process of the external reviewer concerned and shall perform his or her
functions independently from ESMA's Board of Supervisors.
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1.
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The investigating officer shall investigate the alleged infringements, taking into
account any comments submitted by the persons subject to investigation, and shall
submit a complete file with his or her findings to ESMA's Board of Supervisors.

In order to carry out his or her tasks, the investigating officer may exercise the power
to require information in accordance with Article 47 and to conduct investigations and
on-site inspections in accordance with Articles 48 and 49. When using those powers,
the investigating officer shall comply with Article 46.

Where carrying out his or her tasks, the investigating officer shall have access to all
documents and information gathered by ESMA in its supervisory activities.

Upon completion of his or her investigation and before submitting the file with his or
her findings to ESMA's Board of Supervisors, the investigating officer shall give the
persons subject to investigation the opportunity to be heard on the matters being
investigated. The investigating officer shall base his or her findings only on facts on
which the persons subject to investigation have had the opportunity to comment.

The rights of defence of the persons concerned shall be fully respected during
investigations under this Article.

Upon submission of the file with his or her findings to ESMA's Board of Supervisors,
the investigating officer shall notify that fact to the persons who are subject to
investigations. The persons subject to investigations shall be entitled to have access to
the file, subject to the legitimate interest of other persons in the protection of their
business secrets. The right of access to the file shall not extend to confidential
information affecting third parties.

On the basis of the file containing the investigating officer’s findings and, when
requested by the persons concerned, after having heard those persons in accordance
with Article 56, ESMA shall decide if one or more of the infringements listed in Article
52(2) has been committed by the persons subject to investigation, and in such case,
shall take a supervisory measure in accordance with Article 51 and impose a fine in
accordance with Article 52.

The investigating officer shall not participate in the deliberations of ESMA’s Board of
Supervisors or in any other way intervene in the decision-making process of ESMA’s
Board of Supervisors.

The Commission shall adopt delegated acts in accordance with Article 60 by ... [PO:
please insert date 12 months after the date of entry into force of this Regulation] to
further specify the procedure for the exercise of the power to impose fines or periodic
penalty payments, including provisions on the rights of defence, temporal provisions,
the collection of fines or periodic penalty payments, and detailed rules on the limitation
periods for the imposition and enforcement of penalties.

ESMA shall refer matters for criminal prosecution to the relevant national authorities
where, in carrying out its duties under this Regulation, it finds that there are serious
indications of the possible existence of facts liable to constitute criminal offences. In
addition, ESMA shall refrain from imposing fines or periodic penalty payments where
a prior acquittal or conviction arising from identical facts, or from facts which are
substantially the same, has acquired the force of res judicata as the result of criminal
proceedings under national law.
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Article 56
Hearing of the persons subject to the proceedings

Before taking any decision pursuant to Articles 51 to 53, ESMA shall give the persons
subject to the proceedings the opportunity to be heard on ESMA's findings. ESMA
shall base its decisions only on findings on which the persons subject to the
proceedings have had the opportunity to comment.

Fhefirst-subPparagraph 1 shall not apply if urgent action pursuant to Article 51 is
needed in order to prevent significant and imminent damage to the financial system.
In such a case ESMA may adopt an interim decision and shall give the persons
concerned the opportunity to be heard as soon as possible after taking its decision.

The rights of defence of the persons subject to the proceedings shall be fully respected
during the proceedings. They shall be entitled to have access to ESMA's file, subject
to the legitimate interest of other persons in the protection of their business secrets.
The right of access to the file shall not extend to confidential information or internal
preparatory documents of ESMA.

Article 57
Review by the Court of Justice of the European Union

The Court of Justice of the European Union shall have unlimited jurisdiction to review decisions
whereby ESMA has imposed a fine or a periodic penalty payment. It may annul, reduce or
increase the fine or periodic penalty payment imposed.

EN

Article 58
Registration, recognition, and supervisory fees

ESMA shall charge fees to external reviewers for the expenditure relating to their
registration, recognition and supervision and for any costs that it may incur in carrying
out its werktasks pursuant to this Regulation.

Any fee charged by ESMA to an applicant external reviewer,er a registered external
reviewer or a recognised external reviewer shall cover all administrative costs incurred
by ESMA ferin its activities in relation to that particular applicant or external reviewer.
Any fee shall be proportionate to the turnover of the external reviewer concerned.

The Commission shall, after consulting ESMA, adopt a delegated act on fees, in
accordance with Article 60 by ... [PO: please insert date 12 months after date of entry
into force of this Regulation].

That delegated act shall specify in particular the type of fees, the matters for which
fees are due, the amount of the fees, and the manner in which they are to be paid.

The delegated act shall specify the treshold of the annual turnover of external
reviewers at group level, below which no supervisory fee shall be charged, and
shall also specify the manner in which the annual turnover shall be calculated for
the purposes of applying that threshold.

Explanation: Adjusting wording, directly inspired from CRA Regulation. See Article
19 of Regulation 1060/2009 (CRA) and ESMA final report.
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hittps:/www.esma.europa.eu/supervision/credit-rating-agencies/supervisionttitle-

paragrah-9

https://www.esma.europa.eu/sites/default/files/library/esna80-196-
5170 final report_technical advice on_fees charged to _cras by esma_0.pdf

Article 59

ESMA register of external reviewers and third-country external reviewers

ESMA shall maintain on its website a publicly accessible register that shall listal-ef

thetoHowine:

(a) all the external reviewers registered in accordance with Article 15;

(b) theseexternal reviewers that are temporarily prohibited from pursuing their
activities in accordance with Article 51;

(c) theseexternal reviewers that have had their registration withdrawn in accordance
with Article 51;

(d) third-country external reviewers allowed to provide services in the Union in
accordance with Article 31;

(e) third-country external reviewers recognised in accordance with Article 34;

(f) external reviewers registered in accordance with Article 15 that endorse services
of third-country external reviewers in accordance with Article 35;

(g) thesethird-country external reviewers that have had their registration withdrawn

and that shal_shall no longer use the rights under Article 31, where the
Commission adopts a withdrawingdecision on withdrawal in relation to that
third country as referred to in Article 32;

Explanation: Legal clarification regarding the use of ‘may’.
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(h)

)

third-country external reviewers whose recognition has been suspended or
withdrawn; and

andexternal reviewers registered in accordance with Article 15 that shalmay no
longer endorse services of third-country external reviewers.

The register shall contain contact details of external reviewers, their websites and the
dates by which the decisions of ESMA concerning those external reviewers take effect.

For third-country reviewers, the register shall also contain information on the services
that third-country external reviewers may provide and the contact details of the
competent authority responsible for their supervision in the third country.
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Title V
Delegated Acts

Article 60
Exercise of the delegation

The power to adopt delegated acts is conferred on the Commission subject to the
conditions laid down in this Article.

The power to adopt delegated acts referred to in Articles 55(10) and 58(3) shall be
conferred on the Commission for an indeterminate period of time from ... [PO: please
insert the date of entry into force of this Regulation].

The delegation of power referred to in Articles, 55(10) and 58(3) may be revoked at
any time by the European Parliament or by the Council. A decision to revoke shall put
an end to the delegation of the power specified in that decision. It shall take effect the
day following the publication of the decision in the Official Journal of the European
Union or at a later date specified therein. It shall not affect the validity of any delegated
acts already in force.

Before adopting a delegated act, the Commission shall consult experts designated by
each Member State in accordance with the principles laid down in the Inter-
institutional Agreement of 13 April 2016 on Better Law-Making.

As soon as it adopts a delegated act, the Commission shall notify it simultaneously to
the European Parliament and to the Council.

A delegated act adopted pursuant to Articles, 55(10) and S8(3) shall enter into force
only if no objection has been expressed either by the European Parliament or by the
Council within a period of [twe three months] of notification of that act to the
European Parliament and the Council or if, before the expiry of that period, the
European Parliament and the Council have both informed the Commission that they
will not object. That period shall be extended by [twe three months] at the initiative
of the European Parliament or of the Council.

When developing draft regulatory and implementing technical standards
pursuant to this Regulation, ESMA shall take into account the principle of
proportionality.

Explanation: A delegated Act is no longer needed for the flexibility pocket.
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Explanation: This Article is not needed, no provision refers to this Article.
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Title VI
Final provisions

Article 61a
Review

By ... [OJ: please insert the date 36 months after the date of application of this Regulation],
the Commission shall, after consulting ESMA, submit a report to the European
Parliament and to the Council on:

(a) the practical impact of this Regulation on European green bond issuances by
small and medium sized enterprises:

(b) the appropriateness and the impact on external reviewers and on ESMA’s budget
of the provisions of fees in Article 58 (3);

(c)the practical impact of provisions in paragraph 1a of Article 6 on the use of European
green bonds and of the environmental quality of the proceeds used in accordance
with paragraph 1a of Article 6. Taking into account the state of progress of the
taxonomy framework and in particular the development of related delegated acts
and their uptake by stakeholders, this report shall also justify whether the
provisions in Article 6(1a) do not prevent the transition towards the financing of
environmentally sustainable activities.

Explanation: Further enhancing the wording of the flexibility pocket’s review clause and
clarifying that the fees exemption shall also be assessed,

Article 62
Transitional provision

l. Any external reviewer that intends to provide services in accordance with this
Regulation from #sthe date of applicationentryinte-foree until ... [OJ please insert
date 36 12 months after the application date of this Regulation, thank you], shall only
provide such services after having notified ESMA to that effect and having provided
the information referred to in Article 15(1).

2. Until ... [OJ please insert date 36 12 months after the application date of this
Regulation, thank you] external reviewers referred to in paragraph 1 shall comply with
Articles 16 to 30 with the exception of the requirements laid down by the delegated
acts referred to in Article 16(2), Article 18(3), Article 19(2), Article 20(3), Article
21(4), Article 22(3), Article 23(3) and Article 25(7).
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After ... [OJ please insert date one-dayfotlowing 30 12 months after the application
date of this Regulation, thank you] external reviewers referred to in paragraph 1 shall
only provide services in accordance with this Regulation after having being registered
in accordance with Article 15 and comply with Article 14 and Articles 16 to 30 as
supplemented by the delegated acts referred to in paragraph 2.

After ... [OJ please insert date ene-dayfottowins 30 12 months after the application
date of this Regulation, thank you] ESMA shall examine whether external reviewers
referred to in paragraph 1, and the services provided by those providers until ... [OJ
please insert date 30 12 months after the application date of this Regulation, thank
you] comply with the—eonditions—aid—dewn—n this Rregulation. Where ESMA
considers that the external reviewer or the services provided referred to in the first
subparagraph do not comply with the-conditionstatd-downin this tRegulation, ESMA
shall take ene-or-mere-efthe action in accordance with Article 52.

ESMA may, at any time, enforce compliance by external reviewers with the
provisions of paragraph 2 of this Article by imposing supervisory measures in
accordance with the provisions of Title IV of this Regulation.

Explanation: Allow ESMA to use its powers during the transitional period.
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Article 63
Transitional provision for third country external reviewers

Any third-country external reviewer that intends to provide services in accordance
with this Regulation from #tsthe date of application entry-inte—foree until ... [OJ:
please insert the date 38 12 months after the date of application of this Regulatlon]
shall only provide such services after having notified ESMA to that effect and having
provided the information referred to in Article 15 (1).

Third country external reviewers referred to in paragraph 1 shall:

(a) comply with Articles 16 to 30 with the exception of the requirements laid down
by the delegated acts referred to in Article 16(2), Article 18 (3), Article 19(2),
Article 20(3), Article 21(4), Article 22(3), Article 23(3) and Article 25(7).

(b) have a legal representative located in the Union that shall comply with Article
34;paragraph (3), points (a) to (c).

After ... [OJ: please insert the date 36 12 months after the date of application of this
Regulation] Articles 32, 34 and 35 shall apply.

After ... [OJ: please insert the date 36 12 months after the date of application of this
Regulat1on] ESMA shall examine whether external reviewers referred to in paragraph
1, and the services provided by those providers until ... [OJ: please insert the date 3012
months after the date of application of this Regulation] comply with the-eendittonslaid
devwsin this Rregulation.

Where ESMA considers that the external reviewer or the services provided referred to
in the first subparagraph do not comply with the—eenditionslaid—down—in this
Regulation, ESMA shall take ene-ermere-efthe actions in accordance with Article 52.

EN



Article 64

Entry into force and application

This Regulation shall enter into force on the twentieth day following that of its publication in
the Official Journal of the European Union.

This Regulation shall apply from ... [OJ: please insert the date 18 months after the date
of entry into force of this Regulation].Explanation: Legal coherence: ESMA mandates have
their own implementation delays that are not dependent on the entry into application of this

Regulation.

Member States shall take the necessary measures to comply with Articles 37 and 41 by
... |OJ: please insert the date of application of this Regulation].

This Regulation shall be binding in its entirety and directly applicable in all Member States.
Done at Strasbeurg. ..,

For the Parliament For the Council
The President The President
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ANNEX I
EUROPEAN GREEN BOND FACTSHEET

[y

General Information

- [A statement that the document and its contents are not subject to any approval
or endorsement from ESMA or any other competent authority]|

— [Date of the publication of the European green bond factsheet]

— [The legal name of the issuer] [where available, legal entity identifier (LEI)]
[website address providing investors with information on how to get in contact, and
a telephone number]

— [Where available: name of the bond(s) assigned by the issuer and/or the
international securities identification number(s) (ISIN)]

— [The identity and contact details of the external reviewer, including website address
providing investors with information on how to get in contact, and a telephone
number]

- [An estimate of the amount of cumulative issuance costs that are not allocated
to the environmentally sustainable economic activities mentioned in
Article 6(1), as permitted under Article 4(1), together with an explanation as to
why these amounts are not allocated to the activities mentioned in Article 6(1)]

- [Where article 36 applies, the name of the competent authority of the home
Member State]

- [Where the proceeds of the bonds are intended to be allocated in accordance
with Article 6(1a), the following statement: “This EuGB makes use of the
flexibility permitting a partial non-alignment with the taxonomy technical
screenic criteria, as further described in Section 4 of this factsheet.”]

2. Adherence to the requirements of Regulation (EU) .../... of the European
Parliament and of the Council*

[A statement showing that the issuer of the-bonds, to which this factsheet applies,

voluntarily adheres to the requirements of this Regulation]

3. Environmental strategy and rationale

— [Information on how the intended allocation of the proceeds of the bonds aligns
with the broader environmental strategy of the issuer]

— [The environmental objectives referred to in Article 9 of Regulation (EU) 2020/852
pursued by the issuer with the proceeds of the bonds]

4. Intended allocation of bonds proceeds
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[Where the proceeds of the bonds are intended to be allocated in accordance with
Article 6(1a), a statement that the [net] proceeds of the bond are intended to partially
finance economic activities which are not aligned with taxonomy’s techical screening

criteria, describing such non-alignment, the activities concerned and the estimated

percentage of the proceeds intended to finance such activities as a total and on a per-

activity basis, including a breakdown describing which paragraph in Article 6(1a) is

being used. Furthermore, an explanation on why taxonomy’s technical screening
criteria cannot be applied and an explanation on how the issuer intends to ensure that
those activities comply with Article 3, points (a), (b) and (c), of Regulation (EU)
2020/852]

4.1 Estimated Time until full allocation of proceeds

— [The period within which the proceeds are expected to be allocated after the
issuance of each bond]

—{The date by which procceds are expected to be fully allocated]
— [If the date above is more than five years after the date of the issuance of the bond:

a justification for the longer period, based on the specific features of the economic
activities concerned, accompanied by relevant documentation in an annex]

4.2 Process for selecting green projects, programmes and activities and estimated
environmental impact

— [A description of the processes by which the issuer will determine how projects and
activities align with the taxonomy requirements]

— [A description of the relevant technical screening criteria referred to in Articles 10
to 15 of Regulation (EU) 2020/852, and a specification of which delegated acts
adopted under Articles 10(3), 11(3), 12(2), 13(2), 14(2) and 15(2) of Regulation
(EU) 2020/852 are taken into account (having regard to Article 6(1a)]

— [Where available: information on the methodology and assumptions to be used for
the calculation of key impact metrics in accordance with delegated acts adopted
under Articles 10(3), 11(3), 12(2), 13(2), 14(2) and 15(2) of Regulation (EU)
2020/852, and for any additional impact metrics. Where—this—nformation—is—not

avatlable, this must be justified. |

— [Where applicable, information on any related standardisation or certification
process in project -or activity selection]

— [Where available, an estimation of expected positive and—adverseenvironmental
impacts in aggregated form. Where-this-infermationisnet-availablethis-must-be

justified:]
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4.3 Intended qualifying green projects, programmes and activities

[Where available to the issuer, the following felewinginformation shalshall be provided
at project/activity level, unless confidentiality agreements, competitive considerations,
or a large number of underlying qualifying projects limit the amount of detail that can

be made available, or unless the factsheet applies to several future bonds for which the

exact allocation is not yvet defined at the time of the drafting of the factsheet, in which

case the information shall be provided at least at aggregate or project/activity category

level, with an explanation of why project-level information is not given,—unless

For intended-qualifying types of projects and activities:

— tFheir environmental objectives referred to in Article 9 of Regulation 2020/852;

— Ftheir types; sectors and, where applicable, the respective NACE codes in
accordance with the statistical classification of economic activities established by
Regulation (EC) No 1893/2006%%;

- tFheir countries;

- where available, 5
the indicative or lntended percentage of proceeds to be allocated fespeeﬁlvelsyhto

projects and activities—financed after-bend-issuanee-and-proejeets financed before

bendthe issuance of the bonds;

— wWhere the issuer is a sovereign, and bend the proceeds of the bonds are planned
to be allocated to thetax relief as referred to in Article 4(2), point (c), an estimation
of the expected volume of revenue loss associated with the eligible tax relief;

— wWhere- available, links to websites with relevant information;

— wWhere available, links to relevant public documents with more detailed
information. ]

4.4 Unallocated proceeds

[Information on how the temporary use of unallocated proceeds will not affect the delivery

of the environmental objectives]

24 Regulation (EC) No 1893/2006 of the European Parliament and of the Council of 20 December 2006
establishing the statistical classification of economic activities NACE Revision 2 and amending Council
Regulation (EEC) No 3037/90 as well as certain EC Regulations on specific statistical domains (OJ L 393,
30.12.2006, p. 1).

EN
EN



o

Information on reporting

[A link to the issuer’s website where-allocationreports-and-impaetreports—will-be
published refered to in Article 13(1)]

[An indication of whether allocation reports will include project-by-project
information on amounts disbursed allocated and the expected positive and-negative
environmental impacts]

[The date on which the first annual period referred to in Article 9(1) starts,
which shall not be later than the issuance date.]

6. Other relevant information

[Where applicable, a detailed description of the CapEx Plan referred to in
Article 6(1), point b, including the main parameters used by the issuer to
determine the alignment of the relevant assets or activities with the taxonomy
requirements by the end of the period contemplated in that Article]

[Any other relevant information]
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ANNEX II
EUROPEAN GREEN BOND ANNUAL ALLOCATION REPORT

[where the allocation report is revised, the title shall reflect this]

1. General Information

- [A statement that the document and its contents are not subject to any approval
or endorsement from ESMA or any other competent authority|

— [Date of the publication of the allocation report] [where applicable, date of the
publication of the final allocation report or date of the publication of the revised
allocation report]]

— [The legal name of the issuer] [where available, LEI], [website address providing
investors with information on how to get in contact, and a telephone number]

— [Name of the bonds assigned by the issuer]| [where available, ISIN]

— [where the allocation report has been subject to post-issuance review, the identity
and contact details of the external reviewer, including a website address providing
investors with information on how to get in contact, and a telephone number]

- [The first and the last date of the annual period to which the allocation report
refers to]

2. Adherence to the requirements of the European green bonds Regulation

[A statement showing that proceeds have been allocated according to the requirements of

this Regulation]

3. Allocation of the proceeds of the bonds

A. For issuers except those referred to in point B below:

[The following information shall be provided at project or activity level, unless
confidentiality agreements, competitive considerations, or a large number of underlying
qualifying projects limit the amount of detail that can be made available, in which case the
information shall be provided at least at aggregate level, with an explanation of why project

or activity-level information is not given. Where bond proceeds are allocated to

expenditures as referred to in Article 4(2) the information may be provided at

programme level.

— tFhe environmental objectives referred to in Article 9 of Regulation (EU) 2020/852
of the European Parliament and of the Council*;

tFhe types and sectors of projects and activities, and where applicable the
respective NACE codes in accordance with the statistical classification of economic
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9(5):

activities established by Regulation (EC) No 1893/2006 of the European Parliament
and of the Council®’;

tFhe countries where bonds proceeds have been allocated;

tFhe respective amount allocated from bendthe proceeds of the bonds, and the
percentage of proceeds allocated respectively to projects and activities financed
after bonds issuances and projects and activities financed before bonds issuances;

wWhere the issuer is a sovereign, and bond proceeds arc allocated to tax relief
referred to in Article 4(2), point (c), an estimation of the volume of revenue loss
associated with eligible tax relief;

wWhere a bond co-finances qualifying projects, an indication of the proportion
financed by the bond;

fEor assets that are concerned by a taxenemy-alignment CapEx Plan: the progress
in the implementation of the plan during the reporting period, and the estimated date

of completion;

cConfirmation of compliance with Peint(e}-of Article 3, point (c), of Regulation
(EU) 2020/852 (minimum safeguards)

aAn indication of which delegated acts adopted in accordance with Articles 10(3),
11(3), 12(2), 13(2), 14(2) or 15(2) of Regulation (EU) 2020/852 were used to
determine the taxonomy technical screening criteria, and their appleationdates of

application;

where the proceeds of the bonds are allocated in accordance with Article 6(1a),
a statement that the proceeds have partially financed economic activities which
are not aligned with taxonomy’s techical screening criteria, describing such
non-alignment, the activities concerned and the percentage and amount of the
proceeds financing such activities as a total and on a per-activity basis,
including a breakdown describing which paragaph in Article 6(1a) is being
used. Furthermore, an explanation on how the issuer has ensured that the
activities concernedcomply with Article 3, points (a) to (c), of Regulation (EU)

2020/852.

B. For issuers that-are-finaneial-undertakings that allocate proceeds fremof a portfolio of one
or several European green bonds to a portfolio of financial assets as referred to in Article

[The section “Allocation of bendproceeds of the bonds” shall contain the following
information:

At the beginning of the section, where applicable in accordance with
Article 9(5), a statement that the composition of the portfolio of financial assets

25

Regulation (EC) No 1893/2006 of the European Parliament and of the Council of 20 December 2006

establishing the statistical classification of economic activities NACE Revision 2 and amending Council
Regulation (EEC) No 3037/90 as well as certain EC Regulations on specific statistical domains (OJ L 393,
30.12.2006, p. 1).
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has not changed, compared to the year covered by the previous allocation
report.

An overview over all outstanding European green bonds in the portfolio of the
issuer, indicating their individual and combined value and their date of maturity.

An overview over the eligible assets in the portfolio as+eferred-to-i-Article 5 on
the issuer’s balance sheet, indicating:

a) their total amortised value,

b) the environmental objectives referred to in Article 9 of Regulation (EU)
2020/852,

c¢) their types, sectors and countries,

d) where a bonds co-finances qualifying projects, an indication of the proportion
financed by the bonds, where available,

e) an indication of which delegated acts adopted in accordance with Articles
10(3), 11(3), 12(2), 13(2), 14(2) or 15(2) of Regulation (EU) 2020/852 were
used to determine the taxonomy technical screening criteria, at least at sector
and country level, and where applicable, at individual asset level,

f) where proceeds of the assets are allocated in accordance with Article 6(1a),
a statement that the proceeds have partially financed economic activities
which are not aligned with taxonomy’s techical screening criteria,
describing such non-alignment, the activities concerned and the percentage
and amount of the proceeds financing such activities as a total and on a per-
activity basis, including a breakdown describing which paragaph in
Article 6(1a) is being used. Furthermore, an explanation on how the issuer
has ensured that the activities concernedcomply with Article 3, points (a) to
(), of Regulation (EU) 2020/852.

g) where relevant, the value of each asset, or group of assets.

A comparison of the total value of outstanding European green bonds issued by the
issuer and the total amortised value of eligible financial assets as—referred—to—in
Artiele-5. The comparison shall show that the latter is either equal to or higher than
the former.

For the purposes of the abeveaforementioned comparison, the total outstanding
value of European green bonds shall be based on the yearly average of quarter-end
values of such bonds issued by that issuer, and the total amortised value of the
financial assets shall be based on the yearly average of quarter-end values of such
assets on the issuer’s balance sheet.]

" Envi T Tbond .
TNo-information is required-under this heading for thi :

5. Other relevant information
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ANNEX III
EUROPEAN GREEN BOND IMPACT REPORT

[Where the impact report is revised, the title shall reflect this.]

1. General Information

= [A statement that the document and its contents are not subject to any approval
or endorsement from ESMA or any other competent authority]

— [Date of the publication of the impact report] [where applicable, Date of the
publication of the revised impact report]

— [The legal name of the issuer] [where available, LEI], [website address providing
investors with information on how to get in contact, and a telephone number]

— [Name of the bonds assigned by the issuer]| [where available, ISIN]

— [where the impact report was assessed by an external reviewer, the identity and contact
details of the external reviewer, including website address providing investors with
information on how to get in contact, and a telephone number]

2. Environmental strategy and rationale
— [Information on how the bonds aligns with the broader environmental strategy of the

issuer as set out in the factsheet]

— [Where applicable, an explanation of any changes to broader environmental strategy
of the issuer since the publication of the factsheet]

— [The environmental objectives referred to in Article 9 of Regulation (EU) 2020/852
pursued by the issuer with the proceeds of the by-the bonds]

3. Allocation of bond proceeds

[The following information shall be provided at project or activity level, unless
confidentiality agreements, competitive considerations, or a large number of underlying
qualifying projects and activities limit the amount of detail that can be made available, in
which case the information shall be provided at least at aggregate level, with an explanation

of why project activity-level information is not given, Where bond proceeds are allocated

to expenditures as referred to in Article 4(2) the information may be provided at

programme level. The provision of detailed content under this section can be replaced

by a reference to the respective allocation report, provided that all information

requested in this section are available in that allocation report:

— The environmental objectives referred to in Article 9 of Regulation 2020/852,

— The types and sectors of projects and activities, and countries where bond proceeds
have been allocated




The respective amount te allocated from bends-the proceeds of the bonds, and the
percentage of proceeds te allocated respectively to projects and activities financed
after bonds issuances and projects and activities financed before bonds issuances

Where the issuer is a sovereign, and bond proceeds are allocated to the tax relief
referred to in Article 4(2), point (¢), an estimation of the volume of revenue loss
associated with eligible tax relief

Where a bond co-finances qualifying projects or_activities, an indication of the
proportion financed by the bond

Where applicable, an indication of those assets that were concerned by a taxenesry
alignment CapEx or OpEx plan, the duration of each plan, and the date of completion
of each asset

An indication of which delegated acts adopted in accordance with Articles 10(3),
11(3), 12(2), 13(2), 14(2) or 15(2) of Regulation (EU) 2020/852 were used to
determine the taxonomy technical screening criteria, and their application date

Where bond proceeds are allocated in accordance with Article 6(1a), a statement
that the proceeds have partially financed economic activities which are not
aligned with taxonomy’s techical screening criteria, describing such non-
alignment, the activities concerned and the percentage and amount of the
proceeds financing such activities as a total and on a per-activity basis, including
a_breakdown describing which paragaph in Article 6(1a) is being used.
Furthermore, an explanation on how the issuer has ensured that the activities
concernedcomply with Article 3, points (a) and (b), of Regulation (EU) 2020/852]

Environmental impact of bond proceeds

[An estimation of positive and—adverse and adverse environmental impacts in
aggregated form]

[Information on the methodology and assumptlons used to evaluate the 1mpacts of
projects and activities;wh . " .

inchade-this-information|

[Information about the prejeets’positive and—negative and adverse environmental
impacts and, where available, related metrics of the projects and activities. Where
this information is not available at project or activity level, this must be justified.

Where bond proceeds are allocated in accordance with Article 6(1a), the issuer
shall report this information separately for those projects and actvities|

Other relevant information




ANNEX 1V:
CONTENTS OF PRE-ISSUANCE AND POST-ISSUANCE REVIEWS

The title ‘Pre-issuance review’ or ‘Post-issuance review’ shall appear prominently at the top

of the first page of the document.

1.

General Information

[A statement that the document and its contents are not subject to any approval
or endorsement from ESMA or any other competent authority]
[Date of the publication of the pre-issuance review or post-issuance review |

[For post-issuance reviews: date of the publication of the related European green
bond factsheet and where applicable of the related allocation report and impact

report]

[The legal name of the issuer]

[Name of the bond assigned by the issuer] [where available, ISIN]

[The identity and contact details of the external reviewer, including website address
providing investors with information on how to get in contact, and a telephone
number ]

[The name and job title of the lead analyst in a given assessment activity]

[The name and position of the person primarily responsible for approving the pre-
issuance review or post-issuance review]

[The date on which the pre-issuance review or the post-issuance review was first
released for distribution and, where relevant, when it was last updated]

[Other services provided by the external reviewer for the assessed entity or any
related third party together with a description of any potential conflicts of
interests where applicable]

2.

Introductory statements

[For pre-issuance reviews:

A statement that an external reviewer has assessed the completed European green
bond factsheet laid down in Annex I in accordance with this Regulation;

A statement that this pre-issuance review represents an independent opinion of the
external reviewer;

A statement that the independent opinion of the external review is to be relied upon
only to a limited degree;]

[For post-issuance reviews:




A statement that an external reviewer has assessed the compieted allocation report laid
down in Annex II in accordance with this Regulation;

A statement that this post-issuance review represents an independent opinion of the
external reviewer;

A statement that the independent opinion of the external review is to be relied upon
only to a limited degree;]

3.

Statements on the alignement of use of proceeds with the Taxonomy Regulation

[a statement regarding the alignement of the use of proceeds of the European green bonds
with the Taxonomy Regulation, and in particular, in each case based on the information
provided by the issuer to the external reviewer:

(a) where the opinion expressed by the independent reviewer is positive, a statement
that the bonds meet — or are expected to meet in the case of a CapEx Plan —
the requirements of the Taxonomy Regulation;

(b) where the opinion expressed by the independent reviewer is negative, a
statement that the bonds do not meet — or are not expected to meet in the case
of a CapEx Plan — the requirements of the Taxonomy Regulation;

In such cases, if the issuer intends to use the ‘European green bond’
designation, it shall take the necessary steps and obtain a new pre-issuance
review, that expresses a positive opinion by the independent reviewer,
before the issuer can apply the designation ‘European green bond’ to those
bonds]

Sources, assessment methodologies, and key assumptions

[Information about the sources relied upon to prepare the pre-issuance review or the
post-issuance review, including links to measurement data and the methodology
applied, when available]

[An explanation of the assessment methodologies and key assumptions]

[An explanation of the assumptions and taxonomy requirements used, of the limits
and uncertainties surrounding the methodologies used and a clear statement that the
external reviewer considers the quality of information provided by the issuer a or
related third party is sufficient to perform the pre-issuance review or the post-issuance
review and the extent to which, if any, the external reviewer has attempted to verify
the information so provided]

5.

Assessment and opinion

[In each case based on the information provided by the issuer to the external reviewer:]

[For pre-issuance reviews:

aAn detaled-assessment of whether the completed greenbond factsheet complies with
Articles 4 to 7 of this Regulation

tFhe opinion of the external reviewer on the assessment mentioned above]




Where bond proceeds are intended to be allocated in accordance with Article 6(1a), the
assessment and opinion shall be provided in a dedicated section.

[For post-issuance reviews:

— aAn detatled assessment of whether the issuer has allocated the proceeds of the bonds
in accordance with Articles 4 to 7 of this Regulation, based on the information
provided to the external reviewer

— aAn assessment of whether the issuer has complied with the intended use of proceeds
set out in the green-bond factsheet, based on the information provided to the external
reviewer

- for assets or activities that are subject to a CapEx Plan an assessment upon its
completion of whether those assets or activities meet the taxonomy requirements

— tFhe opinion of the external reviewer on the two assessments referred to directly
above]

Where bond proceeds are allocated in accordance with Article 6(1a), the assessment and

opinion shall be provided in a dedicated section. The assessment shall indicate whether

the proceeds have been allocated in accordance with the stated environmental objectives

and provide an opinion on the environmental quality of the bond proceeds.

6. Any other information

[Any other information that the reviewer may deem relevant to its pre or post-issuance
review]|

Explanations: Annex IV has been edited to improve the coherence of the statements that external
reviewers are required to include in their opinions with the obligations of external reviewers as set
out in Articles 8 and 9. In particular, in Articles 8 and 9, external reviewers are required to assess
compliance with Articles 4 to 7 of the EuGB, which essentially relates to compliance of the use of
proceeds with the Taxonomy Regulation. Therefore the previous statements were not aligned with
these Articles. Also, the statement for the case where the reviewer finds that the issuer does not
intend to comply has been deleted, as it is sufficiently captured by the two other cases (issuer
complies or does not comply). Also, the text now clarifies that external reviewers are providing
their opinions based on the information provided by the issuer to the external reviewer, which is

consistent with Article 9(7).



