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Ireland as a Global Centre of 
Excellence for Sustainable Finance 
1 Introduction and Overview 

1.1 We are delighted to be asked by Sustainable Finance Ireland to participate in the development 
of a National Sustainable Finance Roadmap (the "Roadmap") to be published in Q3 of 2021.  

1.2 As part of our participation, we have produced this legal and regulatory report (the ''Report'') 
on the opportunities and challenges in Sustainable Finance1. In particular, the Report focuses 
on the need for a successful and efficient implementation of the EU Sustainable Action Plan2 
(the "Action Plan") and whether domestic laws, regulations or policies are required to 
complement that Plan. 

1.3 At the outset, we note that we are positive on the opportunities and progress to date. Ireland 
has a world-class legal and regulatory environment which is already being utilised by domestic 
and international financial market participants ("FMPs")3 for the distribution of sustainable 
financial products ("FPs")4 to Irish and international investors.5  

1.4 At Government level, the Ireland for Finance Strategy 20256 positioned Sustainable Finance as 
one of three horizontal priorities across its four pillars (Operating Environment, Technology and 
Innovation, Talent, and Communications and Promotion). As a result, a number of key action 
points in the area of Sustainable Finance have been identified and have been in progress since 
2020.  

1.5 Many of these initiatives are fully aligned with the findings of this Report (e.g. Action Point 18 
on engagement at EU level on sustainable finance proposals). However, as the Ireland for 
Finance Action Plan 2021 (Building on Resilience)7 outlines, a huge amount of work remains to 

                                                   
1 As defined in Appendix II: Glossary to this Report. 
2 Action Plan: Financing Sustainable Growth – Communication from the EU Commission (8 March 2018). 
3 We use the term financial market participants largely as the term is defined in SDFR being (a) an insurance undertaking which makes 
available an insurance‐based investment product (IBIP); (b) an investment firm which provides portfolio management; (c) an institution 
for occupational retirement provision (IORP); (d) a manufacturer of a pension product; (e) an alternative investment fund manager 
(AIFM); (f) a pan‐European personal pension product (PEPP) provider; (g) a manager of a qualifying venture capital fund registered in 
accordance with Article 14 of Regulation (EU) No 345/2013; (h) a manager of a qualifying social entrepreneurship fund registered in 
accordance with Article 15 of Regulation (EU) No 346/2013; (i) a management company of an undertaking for collective investment in 
transferable securities (UCITS management company); or (j) a credit institution which provides portfolio management. 
4 The term financial product is defined in SFDR as: (a) a portfolio managed in accordance with Article 4(1) of Directive 2014/65/EU 
(MiFID II); (b) an alternative investment fund (AIF); (c) an Insurance-based Investment Product;(d) a pension product; (e) a pension 
scheme; (f) a UCITS fund; or (g) a Pan-European Personal Pension Product. 
5 It is important to note that while we have mapped some of the legal and regulatory initiatives relating to insurance we have not 
conducted a thorough review of the sector. We are aware that is being carried out under a separate workstream. 
6 Ireland for Finance – The strategy for the development of Ireland's international financial services sector to 2025 published on 26 April 
2019. 
7 Ireland for Finance - The strategy for the development of Ireland's international financial services sector – Action Plan 2021 Building 
on Resilience. 
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be completed and understandably some of these work streams have been disrupted or delayed 
by the COVID-19 pandemic. Further, as is set out at section 11 of this Report, a number of EU 
and international competitors have already put in place similar strategies and, in some cases, 
are further down the path of developing and implementing their own roadmap on sustainable 
finance. Therefore, our findings support a renewed focus on these action points to ensure 
completion. We would also recommend that the industry working groups ("Sustainable 
Working Groups") consider whether it is necessary to create a clearer set of priorities. While 
Ireland's ambition in Sustainable Finance should be limitless from a policy perspective, from a 
practical point of view there is a finite window to ensure the domestic environment is ready to 
meet the ambitious challenge of the Action Plan's timeline. 

1.6 As is set out in greater detail at section 10, the Central Bank of Ireland (the "Central Bank") 
has clearly articulated its commitment to consider the challenges posed by climate change to 
the financial system. This has been noted as an essential part of its mandate to ensure the 
financial system operates in the best interests of consumers and the economy. The Central 
Bank has prioritised its work on climate change to ensure that it, and the firms it regulates, are 
prepared to meet these challenges. The Central Bank has also noted some challenges in this 
area in carrying out its mandate, i.e. the need for clear definitions of what sustainable products 
and investments constitute. This Report further elaborates on recommendations to address this 
challenge. 

1.7 The EU Commission considers Sustainable Finance as the process of taking environmental, 
social and governance ("ESG") considerations into account when making investment decisions 
in the financial sector, leading to more long-term investments in sustainable economic activities 
and projects. We note a divergence both on progress and in key issues across these major 
themes. We recommend that the Sustainable Working Groups take these into account in 
developing proposals for the Roadmap:  
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 Environmental considerations include climate change mitigation and adaptation, as well as the environment 
more broadly, for instance the preservation of biodiversity, pollution prevention and the circular economy. 

 Our findings note that much of the legislation at EU level is heavily focused on environmental issues. The 
compliance challenge for FMPs is considerable, particularly as legislative requirements are coming into 
force on a phased basis or where technical guidance is issued post the effective dates of laws and 
regulations. 

 To give Irish FMPs the greatest chance of success our recommendations heavily support early 
implementation of laws and regulations and, in the absence of clear guidance at EU level, the issue of 
domestic guidance or Q&As by the Central Bank to address grey areas and mitigate the risks of 
greenwashing. 

 We also note that access to reliable and sophisticated data will be key. The quality of data across the broad 
spectrum of Sustainable Finance has been flagged as an area of concern. The EU Commission has made 
a number of efforts to address this shortfall, e.g. via the review of the Non-Financial Reporting Directive, 
the Sustainable Finance Disclosure Regulation and the disclosure requirements under the Taxonomy 
Regulation. However, gaps remain as does a decision on whether to regulate ESG data and rating 
providers. In the absence of a coherent framework at an EU level, the Roadmap should consider a register 
of data providers, voluntary codes or Irish laws and regulations to address the risks of greenwashing, capital 
misallocation, conflicts of interest and product mis-selling that may arise in this area. 

 
 

 Social considerations refer to issues of inequality, inclusiveness, labour relations, investment in human 
capital and communities, as well as human rights issues. 

 As we emerge from the COVID-19 pandemic, the focus on social considerations is further highlighted. 

 The Action Plan sets out a number of key initiatives in this area. However, the current framework is arguably 
not as developed as in the areas of environmental and climate initiatives.  

 This will need to change as investors are placing increased focus on how businesses manage their workers 
and their supply chains, how they engage with the communities they operate in and how measurable their 
efforts are to eliminate unethical, inequitable and unfair labour and procurement practices.   

 Ireland has an opportunity to enhance its regulatory framework governing. Areas of focus include modern 
slavery, anti-bribery and corruption. 

 While Ireland has made some progress in the form of the Social Finance Foundation and recent public-
private social impact funds, we do not yet have a widely used legislative framework for social enterprise 
and that should be an area of focus for the Sustainable Working Group. There is no shortage of corporate 
social responsibility work which can be leveraged in this sector and we see the emergence of sector 
focused charities. 

 We have set out at section 9.9 some Irish initiatives which could be used to plug any gap arising in this 
area or to take a more proactive lead in a European context. 

 
 
 

 The governance of public and private institutions – including management structures, employee relations 
and executive remuneration – plays a fundamental role in ensuring the inclusion of social and 
environmental considerations in the decision-making process. 

 The Central Bank has taken an appropriate and robust stance on governance, conduct and culture. Ireland 
has implemented a large number of EU measures in the insurance, banking, investment firms (MiFID) and 
asset management sectors which cover governance issues. In addition, we have added domestic corporate 
governance requirements in sector specific areas (Codes of Conduct) and wider cross-sectorial measures. 
Examples include the Minimum Competency Regime, the Fitness and Probity Regime and the proposals 
to introduce an Individual Accountability Framework incorporating a Senior Executive Accountability 
Regime.   

 There are also broader governance regimes (outside of corporate governance) such as the EBA's 
Guidelines on Outsourcing Arrangements (which apply to banks, e-money and payment institutions and 
MiFID firms) and the Central Bank's Discussion Paper which formed the basis of its recent CP 138 
proposing new cross-industry outsourcing guidelines.  Similarly there are requirements in relation to the 
management of operational risk / operational resilience and the Central Bank has recently consulted (CP 
140) on introducing new cross-industry guidelines on operational resilience (in addition to a proposal to 
introduce a new Regulation on Digital Operational Resilience in Financial Services at EU level).   

 We welcome these initiatives which strengthen our local framework and we will be reviewing developments 
at EU level to see if they complement these governance requirements or require further amendment to 
specifically incorporate sustainability principles. 

 Finally, a specific area of focus for the Sustainability Working Groups is diversity. The Central Bank recently 
published data on gender diversity in pre-approval controlled function ("PCF") roles in the financial 
sector.  The results showed a pronounced gender imbalance at decision-making level. Men held more than 
85% of PCF roles within the insurance, banking and asset management sectors. 
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1.8 We note the considerable work and efforts Sustainable Finance Ireland and industry 
associations (including those forming the Sustainable Working Groups to the development of 
the Roadmap) in developing and promoting Ireland as centre of excellence for Sustainable 
Finance. They have worked collaboratively by providing thought leadership, raising awareness 
on excellence & best practice, building capacity in the sector, hosting peer network, building 
the success of the Climate Finance Week events and catalysing innovation with supportive 
frameworks and tools.  

1.9 The successful interaction of the public and private sectors noted above, saw Ireland reach the 
first major milestone of the Action Plan passed on 10 March 2021 with the coming into force of 
SFDR. SFDR required hundreds of Irish FMPs to update their policies, procedures and website 
disclosures and to register updated offering documents for certain FPs with the Central Bank. 
Some early statistics on progress emanating from SFDR are set on in the table below: 

 Early Analysis of the impact of SFDR 

1.1 We conducted research of the top 50 promoters of Irish domiciled funds based on 
their AUM from the Monterey Insight Ireland Fund Report 2020 (the "Top 50 
Promoters") on their implementation of SFDR.   

1.2 The total number of Irish domiciled funds represented by the Top 50 Promoters is 
2,957, which equates to 51.7% of the overall total number of Irish domiciled funds, 
representing a significant sample size to generate market related statistics.  

1.3 Based on the research8 we were able to derive market based statistics on the 
following three key areas of SFDR, namely: 

(a) Overall levels of the integration of sustainability risks into the investment 
decision making process (Article 3);  

(b) Overall levels of compliance with the consideration of the principal adverse 
sustainability impacts ("PASI"), consistent with Article 4; and 

(c) Overall numbers of Irish domiciled Article 8 and Article 9 funds.  

1.4 We found an extremely high level of integration of sustainability risks into the 
investment decision making process by the Top 50 Promoters (78%). This clearly 
illustrates a widespread acceptance that the integration of ESG factors into the 
investment decision making process can have an impact in driving positive 
investment returns for investors.  

                                                   
8 Based on the top 50 fund promoters operating in Ireland |Source: Monterey Insight Ireland Fund Report 2020. 
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1.5 While the integration of ESG factors / integration of sustainability risks into the 
investment process was significant, that did not automatically translate into the same 
number offering funds with a sustainability focus (i.e. funds that are either categorised 
as an Article 8 or Article 9 fund for the purposes of SFDR). That figure was 
approximately 36% of managers in scope of the research. That in itself is also 
explainable when considered in the context of the delayed and two-phased 
implementation of SFDR. We found when researching the website disclosures, that 
some managers are still considering their options on SFDR product categorisation, 
with a number indicating that they will likely designate their funds as either Article 8 
or Article 9 in due course (presumably following the finalisation and implementation 
of SFDR Level 2).  

1.6 This "wait and see" approach to SFDR fund classification is understandable as 
managers seek time to develop a better understanding of the minimum threshold and 
key concepts of an Article 8 classification before classifying their funds.  

 Compliance with the PASI Statement (Article 4) 

1.7 Compliance with the consideration of the PASI was on a "comply or explain" basis, 
save for those managers who had in excess of 500 employees. Given the delayed 
finalisation and implementation date of SFDR Level 2, it was somewhat encouraging 
to find that 36% of promoters elected to comply with the PASI on day one, particularly 
considering that the PASI requirements are contained in Level 2 and given the lack 
of guidance published for reporting against the mandatory indicators.  

1.8 38% did not disclose anything on PASI compliance. We would anticipate that a 
number of these promoters are likely to be caught by the 500 employee test under 
Article 4 and thereby are obligated to make PASI disclosures after 30 June 2021. 
Therefore the percentage complying with the PASI will likely increase shortly.   

 

 

 

 

 

1.9 The remaining 26% of promoters opted against complying. Of those over 50% 
explained their rationale for non-compliance as waiting for SFDR Level 2 to be 
finalised before making a decision on whether they will comply with the PASI. This 

36% 
of managers operating in 

Ireland offering 
sustainability focused 

funds  
 

78% 

of managers operating in Ireland 
integrate sustainability risks into 

the investment process 

 

26% 

of managers opting out of 
the PASI 

 
36% 

of managers opting 
into the PASI 
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demonstrates a positive intention to comply with the PASI once Level 2 is finalised 
and effective, which in turn will lead to greater levels of compliance. 

 Irish domiciled Article 8 and Article 9 Funds 

1.10 As noted above while 36% of the Top 50 Promoters operating in the Irish funds space 
are offering funds with a sustainability focus (i.e. are either categorised as an Article 
8 or Article 9 fund), the actual numbers of Article 8 and Article 9 funds on offer is quite 
low (overall 8.3%).  

 

 

 

 

 

1.11 The vast majority of these funds are categorised as Article 8 funds (7.5%). The low 
levels of Article 9 funds is not surprising, given the high threshold required for meeting 
that categorisation coupled with the uncertainty caused by the delayed 
implementation of Level 2. This more than likely prompted FMPs to opt for an Article 
8 categorisation in the first instance (pending finalisation of Level 2 and guidance 
from the European Commission on an Article 8 vs. Article 9 categorisation). We 
certainly observed a cautious approach to Article 9 classification across our own 
clients which was fuelled by the delay in the Level 2 and the uncertainly that created. 
Therefore, once Level 2 is finalised, the initial classification of funds is likely be 
revisited. 

1.12 We would expect that the number of Article 8 or Article 9 funds will significantly 
increase once Level 2 is finalised and SFDR beds down. As illustrated from our 
research, together with the currently available website disclosures and public 
announcements on SFDR, a significant proportion of FMPs are maintaining a 
watching brief on SFDR and are indicating that they will seek to both reclassify 
existing funds (as Article 8 funds) or establish Article 8 or Article 9 funds in the future.  

1.13 A recent flash survey conducted by Irish Funds showed higher numbers when 
measured across a greater sample of the market (including promoters outside the 
top 50): 9 

Article 8 (Light Green) Funds = 896 (15%) 
Article 9 (Dark Green) Funds = 127 (2%) 
Total ESG Funds = 1,023 (17%) 
Other (Non-Art. 8 or 9) Funds = 5,159 (83%) 
Total Funds = 6,182 

                                                   

9 Notes from Irish Funds: Survey based on SFDR offering document filings to the Central Bank of Ireland as of 10 March 2021. 15 legal 
firms surveyed with a response rate of 100%. Two firms did not return fund numbers under the "Other Funds" category. In these cases, 
the number of "Other Funds" was calculated based on data from the Monterey Insight Ireland Fund Report, as of June 2020. Total 
number of funds excludes certain funds deemed out of scope, e.g. funds closed to new subscriptions, dormant funds, etc. Note the CBI 
funds register has 8,043 funds as the official number of Irish domiciled funds but circa 2,000 of these are understood to be dormant 
funds that never launched so 6,182 funds is a more accurate reflection of the number of active funds.  

of Irish domiciled funds are 
categorised as Article 8 8.3% 

of Irish domiciled funds have 
a sustainability focus 

 
7.5% 
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2 The Irish Legal System 

2.1 Following the departure of the United Kingdom (the ''U.K.'') from the European Union (the ''EU''), 
Ireland finds itself in a key position as the largest remaining common law Member State. 

2.2 Common law is a highly valued and well understood legal system with a substantial body of 
precedent on which to base commercial arrangements. Many of the world’s largest financial 
institutions operate in common law jurisdictions and will be seeking access to EU markets in 
countries where the legal and regulatory landscape is familiar to them, particularly when dealing 
with novel and complex areas of law like those proposed under the Action Plan. 

2.3 Our membership of the EU does pose some challenges to the attraction of our domestic legal 
system. EU rules have supremacy over Irish national law and they are increasingly being 
harmonised across Member States to create a "level playing field". 

2.4 As a result, the ability of a Member State to position itself as a centre of excellence for 
Sustainable Finance and the distribution of sustainable FPs can be decided on narrow margins. 

2.5 We believe that maintaining and enhancing our legal and regulatory environment in the face of 
significant EU and international competition is a key requisite to establish a global centre of 
excellence in this country. In this regard, "speed to market" in terms of prompt and efficient 
implementation of EU laws and guidance, along with the amendment (where required) of Irish 
domestic laws or enactment of new domestic laws is vital.  

2.6 We further note that significant work is already underway in this regard including Action Points 
5, 6, 7, 9 and 10 of the Ireland for Finance Action Plan 2021. 

2.7 However, some impediments remain. While EU Regulations have direct application in Member 
States and do not have to be transposed into national law, EU Directives are required to be 
transposed into law at a national level. It is important to ensure the transposition of such EU 
Directives is consistent with its policy and avoids introducing any form of gold-plated standards. 
A number of EU Directives and delegated EU Directives that are being introduced as part of 
the Action Plan will be required to be implemented directly by Ireland and other Member States. 
These include some of the delegated acts published by the European Commission which will 
require the integration of sustainability risks and factors into the frameworks for the UCITS 
Directive, AIFMD, MiFID II Directive (the ''Delegated Legislation'') in addition to the Solvency 
II Directive 2009/138/EC, and the Insurance Distribution Directive (EU)/2016/97. The Delegated 
Legislation is subject to scrutiny by the European Parliament and the European Council, 
however once adopted it is expected to apply from around October 2022.  

2.8 On 21 April 2021 the European Commission also adopted a proposal for a Corporate 
Sustainability Reporting Directive, which will amend the existing reporting requirements of 
NFRD, and which will also need to be transposed into Irish law.  

2.9 We have set out in the table below a summary of the key EU Directives and the actions that will 
be required to be taken at a national level in order to transpose them. The timely implementation 
and the transposition into Irish law will be key to ensure Ireland can avail of a first mover 
advantage in the area of Sustainable Finance. 

Legislation Summary Action Required at a National 
Level 

Commission 
Delegated 
Directive 

This amendment clarifies the 
requirements for management 
companies on the integration of 

The UCITS Delegated Directive 
will enter into force 20 days after 
its publication in the Official 
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10 Based on the top 50 fund promoters operating in Ireland |Source: Monterey Insight Ireland Fund Report 2020. Notes from Irish 
Funds: Survey based on SFDR offering document filings to the Central Bank of Ireland as of 10 March 2021.  

amending the 
UCITS Directive10 

sustainability risks and matters. It 
also seeks to clarify the current 
obligation of UCITS to integrate 
sustainability risks and the 
implications of the regulation on 
sustainability related disclosures 
in the financial services sector. 

Journal and will apply 12 months 
after its publication in the Official 
Journal.  

This will need to be implemented 
into Irish law. 

Commission 
Delegated 
Directive 
amending 
Delegated 
Directive (EU) 
2017/593 

This amendment requires that 
sustainability factors and 
preferences should be considered 
within the product governance 
requirements in Delegated 
Directive (EU) 2017/593 (relating 
to MiFID), as part of the product 
oversight and governance 
process. Investment firms, will be 
required to update their 
investment advisory and 
organisational processes to 
ensure that they properly reflect an 
investor’s sustainability 
preferences.  

The MiFID II Delegated Directive 
will enter into force 20 days after 
its publication in the Official 
Journal and will apply 15 months 
after its entry into force.  

This will need to be implemented 
into Irish law. 

Corporate 
Sustainability 
Reporting 
Directive 
(''CSRD'') 

The European Commission on 21 
April 2021 adopted a proposal for 
a Corporate Sustainability 
Reporting Directive, which will 
amend the existing reporting 
requirements of the NFRD. The 
proposal (i) extends the scope to 
all large companies and all 
companies listed on regulated 
markets (except listed micro-
enterprises), (ii) requires the audit 
(assurance) of reported 
information, (iii) introduces more 
detailed reporting requirements, 
and a requirement to report 
according to mandatory 
EU sustainability reporting 
standards; and (iv) requires 
companies to digitally ‘tag’ the 
reported information, so it is 
machine readable and feeds into 
the European single access point 
envisaged in the CMU Action Plan. 
The CSRD will introduce more 
detailed reporting requirements 
based on EU sustainability 
reporting standards. The EU 

The proposal for CSRD is still in 
the early stages. The next step is 
for the European Parliament, and 
the Member States in the 
European Council, to negotiate a 
final legislative text on the basis of 
the European Commission's 
proposal. 

If the European Parliament and 
the European Council reach 
agreement in the first half of 2022 
it is anticipated the European 
Commission will adopt the first set 
of reporting standards under the 
new legislation by the end of 2022 
and by the end of the same year 
all Member States must have 
incorporated the CSRD 
requirements into national law. 

In addition, the more detailed 
sustainability reporting standards 
which EFRAG are working on are 
expected by mid-2022.  
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2.10 Managing the flow of new EU Directives and the implementation at a national level poses 
challenges to Ireland. One of the challenges for Ireland in bringing domestic legislative 
proposals to fruition noting the volume of legislation coming down the pipeline will be 
resourcing.  

2.11 The timely implementation of EU Directives at a national level in Ireland will be key to gain a 
first mover advantage in the area of Sustainable Finance. The European Commission publishes 
an annual report for each Member State on Monitoring the Application of EU Law, which 
includes statistics on the timely implementation of EU Directives. As a result, FMPs are able to 
benchmark progress in Member States when deciding where to base their Sustainable Finance 
projects.  

  

sustainability reporting standards 
will be drafted by the European 
Financial Reporting Advisory 
Group (''EFRAG''). It is anticipated 
that the standards will be applied 
for the first time to reports 
published in 2024 for the financial 
year ending 2023. 
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3 Mapping the Action Plan 

3.1 This Report extensively maps the Action Plan for review by the Sustainable Working Groups. 
This work set out in Appendix 1 of the Report analyses the plan under several metrics, namely: 

Legislative 
Document 

Summary Link to Legal 
Texts  

Key Date Who is in Scope 

3.2 In doing so, it identifies a universe of measures and key opportunities for Ireland from a legal 
and regulatory perspective over the coming months and years.  

3.3 Sections 8, 9, 10 and 12 of this Report set out some recommendations for identifying and 
dealing with impediments to effective implementation in Ireland or concerns raised by members 
of industry associations. 

3.4 While the legal and regulatory issues mainly stem from the Action Plan we have also taken 
account of action points and recommendations arising from developments in the: 

(a) EU’s Capital Markets Union ("CMU"); 

(b) European Green Deal; and 

(c) Renewed Sustainable Finance Strategy. 
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4 Overview of the Action Plan  

4.1 The Action Plan was adopted by the European Commission in March 2018 and established the 
EU's strategy for making the financial system sustainable and transitioning towards a low 
carbon economy. Its three broad objectives are to: 

(a) reorient capital flows towards sustainable investment to achieve sustainable and 
inclusive growth; 

(b) manage financial risks originating from climate change, resource depletion, 
environmental degradation and social issues; and 

(c) foster transparency and long-termism in financial and economic activity. 

The Action Plan also recommends revision of the regulatory framework to promote social 
objectives in labour practices and supply chain management. 

4.2 The European Commission has proposed a significant body of legislation on foot of the Action 
Plan, which is further detailed in tabular form in the Sustainable Finance Legislation Map 
included at Appendix I. This section sets out the actions proposed within the Action Plan under 
each of its three objectives. The priority recommendation of this Report is to ensure the timely 
and effective implementation of the Action Plan into Irish law following active engagement at 
EU level on policy considerations identified in this Report and by the Sustainable Working 
Groups. 

Reorienting capital flows towards a more sustainable economy 

Action 1: Establishing an EU taxonomy for sustainable activities 

4.3 The Action Plan acknowledges the need for a classification system and a "common language" 
to classify environmentally sustainable economic activities as a prerequisite to redirecting 
capital flows to sustainable activities and preventing greenwashing. The Taxonomy Regulation 
was published in the Official Journal in June 2018 and entered into force on 12 July 2020. It 
establishes a framework for a unified pan-EU system to classify environmentally sustainable 
economic activities. It delegates to the European Commission the task of developing the list of 
sustainable activities. The first delegated act was published on 21 April 2021 and a second 
delegated act will be published in 2022.  

Action 2: Developing an EU Green Bond Standard and labels for green FPs 

4.4 Green bonds are considered important in financing projects needed to transition to a more 
sustainable economy. The EU is developing a voluntary EU Green Bond Standard to provide a 
clear protocol for the issuance of green bonds in order to increase transparency, credibility and 
comparability in green bond markets. It is hoped that the EU Green Bond Standard will also 
enhance the popularity of European green bond issuances in what is a growing international 
market. The European Commission is also exploring the extension of the "EU Ecolabel" 
framework to financial products. 

Action 3: Fostering investment in sustainable projects 

4.5 The Action Plan sees mobilising private capital for sustainable projects, particularly 
infrastructure, as a necessary step to meeting climate change targets. Upgrading the EU's 
capacity to provide advisory and technical assistance were recommended to allow it to engage 
with a larger pipeline of sustainable projects. 
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4.6 The European Commission has committed to reinforcing its advisory capacity and to take 
additional measures to improve the impact and efficiency of sustainable investment support 
within the EU and in partner countries through initiatives such as the Sustainable Europe 
Investment Plan (''SEIP'') and InvestEU. SEIP aims to mobilise at least €1 trillion in sustainable 
investments over the next decade.  The three main objectives of the SEIP aim at increasing 
funding for the transition to sustainable investments through the EU budget and associated 
instruments; creating a framework for private investors and the public sector that facilitates 
sustainable investments; and providing support to public administrations and project promoters 
in identifying, structuring and executing sustainable projects. The InvestEU programme is part 
of SEIP and will support it in its first objective. It commits to investing at least 30% of mobilised 
investments to climate and environment-related projects. It will also set standards for tracking 
climate-related investments and assess the environmental impacts of projects, which will 
promote sustainability practices among public and private financiers. An important aspect of 
InvestEU will be its advisory hub, which will provide technical and advisory assistance to private 
and public project promoters in identifying and implementing green investment projects. 

Action 4: Incorporating sustainability when providing financial advice 

4.7 The Action Plan also recommends requiring investment firms and insurance distributors to take 
account of sustainability when providing investment advice. This has involved amending MiFID 
II and the Insurance Distribution Directive and introducing delegated acts to ensure they are 
aligned with SFDR and that sustainability preferences are taken into account in the suitability 
assessment. 

Action 5: Developing sustainability benchmarks 

4.8 The Action Plan identifies a deficiency in traditional benchmarks in reflecting ESG goals. It 
highlighted the need for ESG benchmarks to measure the performance of sustainable 
investments in order to reduce the risk of greenwashing through greater transparency and 
sounder methodologies in sustainable indices. In response, a Low Carbon Benchmark 
Regulation amending the Benchmark Regulation came into effect on 30 April 2020, together 
with several associated delegated acts (which came into effect in December 2020), in order to 
create new low-carbon and positive carbon impact benchmarks to give investors more granular 
information on the carbon footprint of their investments. 

Mainstreaming sustainability into risk management 

Action 6: Better integrating sustainability in ratings and market research 

4.9 The European Commission sees market research providers' and credit ratings agencies' 
assessments of companies' ESG performance and risk management as providing an important 
contribution towards a more sustainable allocation of capital. Such assessments reduce 
information asymmetries between issuers and investors, allowing investors to make more 
informed choices. 

4.10 ESMA was tasked with assessing practices in the credit rating market and including ESG 
information in its own guidelines on disclosure requirements for credit rating agencies. ESMA 
issued technical advice to the European Commission advising against any amendments to the 
Credit Rating Agencies Regulations and published updated guidelines on disclosure 
requirements for credit ratings. 

Action 7: Clarifying institutional investors' and asset managers' duties 
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4.11 The Action Plan identifies the need for a clear and consistent duty for asset managers and 
intuitional investors to systematically consider sustainability factors and risks in the investment 
process and to make related disclosures.  

4.12 As a result, SFDR was published in the Official Journal on 9 December 2019 and came into 
effect on 10 March 2021. An analysis of the early impact of SFDR is set out at section 1 above. 

Action 8: Incorporating sustainability in prudential requirements 

4.13 Following the publication of the Action Plan, the EBA was mandated with identifying the 
principles and methodologies for inclusion of ESG risks in the review and evaluation of 
supervisors and to explore the introduction of a more risk sensitive treatment of green assets. 
The EBA published its own action plan on Sustainable Finance on 6 December 2019 in 
response. On 27 November 2020, the ECB published its Guide on Climate-Related and 
Environmental Risks which requires financial institutions to consider the prudence of their 
practices in accordance with the expectations listed in it. From 28 June 2022, under Article 499a 
of the Capital Requirements Regulation, large institutions which have issued securities that are 
admitted to trading on a regulated market of any Member State are required to disclose 
information on ESG risks. The EBA published draft implementing technical standards in this 
regard in March 2021. 

Fostering transparency and long-termism 

Action 9: Strengthening sustainability disclosure and accounting rule-making 

4.14 The Action Plan highlights the important role of corporate reporting in enabling investors and 
corporate stakeholders to assess the long-term value creation and sustainability risk exposure 
of companies. In June 2019, the European Commission published guidelines on reporting 
climate-related information to supplement existing guidelines concerning non-financial 
reporting.  A review of the NFRD was also announced and went to public consultation in 
February 2020. As discussed in greater deal at section 2.8 above and at Appendix I, the 
European Commission also adopted a proposal for CSRD on 21 April 2021, which will amend 
the existing NFRD reporting requirements. 

Action 10: Fostering sustainable corporate governance and attenuating short-termism 
in capital markets 

4.15 Lengthening the time horizon of corporate decision-making is seen by the European 
Commission as having an important role to play in transitioning to a more sustainable economy 
through the development of new technologies and improved performance. As a result, it carried 
out analysis and consultations with stakeholders to assess whether boards should be required 
to develop and disclose a sustainability strategy and measurable targets. ESMA, the EBA and 
EIOPA were tasked with reporting to the European Commission on undue short term pressure 
from the financial sector on corporations and published their findings in December 2019. 
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5 The European Green Deal and the Renewed Sustainable Finance Strategy 

5.1 Further to the publication of the Action Plan, the European Commission announced a European 
Green Deal roadmap in December 2019 for making the EU's economy sustainable with the aim 
of making Europe climate neutral by 2050 and further moves sustainable objectives to the core 
of EU policy. The European Green Deal provides an action plan to boost the efficient use of 
resources by moving to a clean circular economy and to restore biodiversity and cut pollution. 
It proposes a Renewed Sustainable Finance Strategy to ensure that the EU's financial systems 
support the transition of businesses towards sustainability in the context of recovery. It will build 
on the Action Plan and focuses on three main areas: (i) strengthening the foundations for 
Sustainable Finance by creating an enabling framework, with appropriate tools and structures; 
(ii) increasing opportunities for citizens, financial institutions and corporates to enhance 
sustainability; and (iii) reducing and managing climate and environmental risks while ensuring 
social risks are taken into account where relevant. 

5.2 Regulators are emphasising the importance of compliance by firms and encouraging firms to 
be proactive in this area.  

5.3 One of the key priorities for Ireland stemming from the Action Plan should be to raise awareness 
and expertise both within government and industry to facilitate the smooth implementation of 
technical initiatives stemming from the Action Plan such as SFDR and the Taxonomy 
Regulation. Sufficient resourcing and the timely implementation of individual elements of the 
Action Plan will also present challenges, as discussed in greater detail below. 

5.4 As noted in the Ireland for Finance Action Plan 2021, the European Green Deal and the 
Renewed Sustainable Finance Strategy have seen an increasing number of FMPs exploring 
the development of new FPs and services in support of the Sustainable Finance agenda. Action 
Measure 18 of the Ireland for Finance Action Plan 2021 identifies the continued rollout of the 
intrapreneurship programme in support of innovation in this area. Initiatives such as this and 
the further promotion of upskilling through the Sustainable Finance Skillnet will be essential to 
meeting the expected growth in demand for Sustainable Finance FPs. 

5.5 Another element of the European Green Deal is a proposed amendment to the EU emissions 
trading system ("EU ETS") to implement the International Civil Aviation Organisation's Carbon 
Offsetting and Reduction Scheme for International Aviation ("CORSIA").The European 
Commission is due to bring forward a legislative proposal in the second quarter of 2021 to 
achieve this. The EU ETS has covered CO2 emissions from aviation since 2012. CORSIA 
requires airlines to monitor emissions on international routes and to offset any emissions growth 
after 2020 through the purchase of eligible credits. The inclusion of aviation in the EU ETS has 
encouraged the development and use of more fuel efficient aircraft and practices by airlines, 
resulting in a reduction in the amount of fuel burned per passenger of 24% between 2005 and 
2017 according to the European Commission. It is noteworthy that in recent years several 
aviation financings have received ESG certification under various standards including the Loan 
Market Association’s Green Loan Principles. Ireland's status as a global hub for aircraft finance 
leaves it well positioned to benefit from developments in Sustainable Finance. 
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6 The CMU 

6.1 The CMU is the EU's current plan to create a single market for capital across the EU, getting 
investment and savings to flow to the companies and projects that need them across all Member 
States. Well-functioning, fully integrated and deep capital markets will facilitate the EU economy 
to grow in a sustainable way and ensure the efficient allocation of capital. 

6.2 The delivery of CMU is seen as crucial for the EU in delivering on its key economic policy 
objectives, including the transition towards a sustainable economy. The European Commission 
adopted its first CMU Action Plan in 2015, which contained a list of over 30 actions and related 
measures to establish the building blocks of an integrated capital market in the EU. The CMU 
Action Plan was further supplemented with further action points in the 2017 Mid-Term Review, 
which have since all been delivered on by the European Commission. 

6.3 The opportunities of CMU are numerous, including: 

(a) greater access to funding for SMEs and infrastructure projects; 

(b) greater cross-border investment and saving opportunities, particularly for smaller 
Member States; 

(c) more inclusive financial markets, giving individuals the opportunity to invest their 
savings in long-term sustainable investments; 

(d) increased resilience and stability in financial markets; and 

(e) lower cost of capital. 

6.4 However, challenges to achieving a CMU remain, as Member States have struggled to agree 
on complex issues including taxation, supervision and insolvency. In September 2020, the 
European Commission launched a new CMU Action Plan committing to 16 new measures to 
achieve three objectives, including ensuring that the EU's economic recovery from Covid-19 is 
green, digital, inclusive and resilient by enhancing access to capital for European companies. 
The European Commission sees CMU as a means to achieving its key policy objectives, 
including the decarbonisation of the EU economy, rather than an end in itself. The EU's 
strategies on CMU, digital finance, Sustainable Finance and SMEs are interlinked and are 
mutually supportive of each other. 

6.5 If the CMU is successful in increasing capital market harmonisation and reducing fragmentation, 
this should increase the pace of the development of climate finance as the European 
Commission estimates that annual investment of €330 billion by 2030 will be required to meet 
Europe's climate and energy targets.11 

6.6 The CMU presents Ireland with the opportunity to build on its reputation as a centre for the 
distribution and passporting of both EU and non-EU FPs across the EU. More inclusive capital 
markets are also expected to draw in significant inflows of retail investor capital to finance 
sustainable projects. Moreover, the ECB has found that holdings of green bonds within the EU 
typically have half the home bias of conventional bonds and therefore attract a greater amount 
of non-domestic investors. Just as Ireland has very successfully leveraged the UCITS brand 
and marketing passport within the EU, the introduction of the Taxonomy Regulation and a 
voluntary EU Green Bond Standard also create significant opportunities for Ireland to promote 
itself as a domicile for sustainable investment funds and green bond issuances respectively. A 

                                                   
11 European Commission (2020), “Impact Assessment” accompanying the document “Stepping up Europe’s 2030 climate ambition: 
Investing in a climate-neutral future for the benefit of our people”, 17 September. 
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recent Central Bank report12 notes that the market for green bonds is growing, but is still in its 
infancy compared to the overall bond market. In line with other areas of Sustainable Finance, 
gaps or deficiencies in reliable data affect to ability to map the sector comprehensively. 
However, the available indicators do show strong growth in the area with €8.6 billion of Irish 
issuance of green bonds outstanding at the end of 2020. Irish resident investment funds were 
the largest holder of green bonds in Ireland and green bond holdings represented 2.1% of debt 
holdings by Irish credit institutions. 

  

                                                   
12 Green Bonds: A Snapshot of Global Issuance and Irish Securities Holdings, May 2021. 
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7 The EBA Action Plan on Sustainable Finance 

7.1 In December 2019 the EBA published its action plan on Sustainable Finance in which it explains 
its expectations of firms in how they deal with ESG factors and risks. Firms are encouraged to 
take steps in the areas of strategy and risk management, disclosure, and scenario analysis. 
The EBA supports the Action Plan by its remit and mandates on ESG factors and risks in 
legislative acts such as amended EBA regulation, the revised Capital Requirement's Regulation 
(''CRR II'') and Capital Requirements Directive (''CRD V''), and the new Investment Firms 
Regulation (''IFR'') and Investment Firms Directive (''IFD''). In the revised CRR II and CRD V, 
the EBA has three areas it must include ESG risk in. Firstly, it must assess the potential 
inclusion of ESG risks in the supervisory review and evaluation process performed by 
competent authorities. Secondly, the EBA must develop a technical standard to enable large 
institutions to disclose the required information on ESG risks, physical risks and transition risks. 
Lastly, the EBA must assess the suitability of a prudential treatment of exposures related to 
assets or activities associated significantly with environmental or social objectives. The IFR and 
IFD includes similar mandates. Firms are expected to report on their environmental, social and 
governance risks on a regular basis and the EBA is tasked with reporting on the introduction of 
technical criteria to assess ESG objectives of activities in order to identify the risk sources for 
investment firms and mitigate these.  

7.2 The EBA also published its final Guidelines on Loan Origination and Monitoring in an attempt 
to decrease the amount of non-performing exposures seen during the global financial crisis and 
continuous high rate of non-performing loans in some countries. Within their internal 
governance structures, banks are required to implement a credit risk strategy, which 
incorporates credit risk management and the credit risk appetite, incorporate anti-money 
laundering and countering the financing of terrorism in their credit granting process and define 
defence roles within the credit decision making process. In terms of the banks' loan originating 
procedures, information on and provided by borrowers must be verified for its authenticity, and 
ESG risk factors must be taken into account when assessing the financial conditions of the 
borrower. Automated decision-making procedures must ensure the traceability and auditability 
of inputs and outputs; have internal policies which regularly verify the quality of model outputs, 
and put in place control mechanisms and override and escalation procedures within the credit 
decision-making framework. The Guidelines on Loan Origination and Monitoring include 
expectations on pricing, meaning that banks must differentiate between portfolio or product 
based pricing for consumers, micro and small enterprises, and transaction and loan specific 
pricing for medium sized and large enterprises. There are requirements for the valuation of 
immovable and movable property at the point of granting credit, ongoing monitoring and review 
of value based on the monitoring. In addition, additional criteria is introduced for advanced 
statistical models used for valuation so that these must be specific, accurate, sufficiently 
representative and up-to-date. Lastly, the Guidelines on Loan Origination and Monitoring 
emphasise that a monitoring framework and data infrastructure must be implemented, including 
a monitoring structure specifically for syndicated leveraged transactions. The Guidelines on 
Loan Origination and Monitoring will begin to apply from 30 June 2021.  

7.3 There is strong support for the Action Plan throughout the banking sector. Initiatives such as 
the Financial Stability Board's Task Force on Climate-related Financial disclosures aim at 
promoting the development of voluntary climate-related financial risk disclosures to inform firms' 
investors, lenders and wider stakeholder group of the firm's climate factors and risks. In 
addition, the Network for Greening the Financial System, which is comprised of central banks 
and supervisors supports the achievement of the Paris Agreement goals and promotes the role 
of the financial system in the area of sustainability. It encourages the financial system to take 
on an active role in the managing of climate risks and stimulates capital for green and low-
carbon investments in the context of environmentally sustainable development. 
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7.4 Outside of the Action Plan but as a related matter, there has been discussion about whether 
regulatory capital requirements should be directly linked to, and lowered for, environmentally-
friendly investments and green loans, in order to support the change to a more sustainable 
financial market and aid the fight against climate change but there is no formal framework 
proposed at this stage, with arguments both for and against this.  The ECB has, in a number of 
publications, set out its expectation that banks include the financial impact from climate change 
risk in their Internal Capital Adequacy Assessment Process and prudently manage, and 
transparently disclose, climate-related risks under current prudential rules. The ECB will 
conduct its next supervisory stress test on climate related risks next year. 
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8 Ireland's Existing Strengths 

8.1 Ireland is a common law jurisdiction with an extensive framework of laws, regulations and tax 
codes tailored to modern corporate and financial services business. It is a leading Member 
State in the financial services sector, a member of the Eurozone, OECD and a FATF Member 
Country. It thus has many existing advantages as a jurisdiction for Sustainable Finance. It 
already plays host to world-class FMPs and a thriving ecosystem of service providers and 
advisors. Ireland consistently scores highly against peers in rankings of the ease of doing 
business, productivity and educational attainment, making it an attractive location as a centre 
for Sustainable Finance. 

8.2 The Financial Centres for Sustainability ("FC4S") network has established its European 
headquarters in Dublin. The World Bank has used Dublin as a hub for the issuance of 
sustainable development bonds. Euronext's designation of the Irish Stock Exchange as its 
centre for green bonds and bonds related to ESG objectives, including social and sustainability-
linked bonds, has been a key factor in the growth of this area. All of these developments point 
to Ireland as a nascent global centre of excellence for Sustainable Finance. 

8.3 Ireland's economic policies are strongly supportive of business and finance. The jurisdiction has 
attracted high levels of foreign direct investment and is recognised as a leading global financial 
centre. The October 2020 Budget saw a number of fiscal measures introduced to transition the 
economy towards a sustainable future. We also saw a number of initiatives in the public and 
private sector that stemmed from the Ireland for Finance Strategy 2025. This plan includes 
Sustainable Finance as one of three priorities across all of its strategic pillars. 

8.4 Ireland's industrial policy is supportive and responsive. Environmental sustainability and 
partnering with multinational corporations on green economy initiatives and opportunities is a 
key pillar of the Industrial Development Authority's ("IDA") new strategy Driving Recovery and 
Sustainable Growth 2021 – 2024. The strategy's five pillars are aligned with the United Nations 
Sustainable Development Goals and the fourth pillar focuses on sustainability. 

8.5 The Dublin Climate Dialogues 2021 emphasised the commitment to submit to more ambitious 
targets for mitigation, adaptation and climate finance aligned with the 2050 net-zero emissions 
pathway. It brought together senior government representatives from the US, China, Europe, 
U.K. and the United Nations along with high-profile business representatives and leading 
economists to forge a declaration on how to turn net-zero pledges into concrete energy policies 
and actions to be adopted at COP2613 including ways to strengthen the 2015 Paris Agreement. 
Its third commitment states that the world’s multilateral financial bodies, the private sector and 
individual citizens are committed to accelerating investment flows into communities that may 
struggle to transition from fossil fuels and reduce the regulatory burdens on those state and 
non-state actors who wish to build resilient communities powered by clean energy. Ireland's 
main pillar banks have made substantial commitments to green finance including green 
mortgage interest rates, green home improvement loans and green business loans.  

8.6 The Fossil Fuel Divestment Act 2018 resulted in Ireland becoming one of the first countries in 
the world to withdraw public money from investment in fossil fuels. Ireland is following such 
headline actions with the proposed enshrining in law of ambitious emissions targets in the form 
of the Climate Action and Low Carbon Development (Amendment) Bill 2021 (the "Bill"). The 
Bill is progressing through the Irish Parliament and will complement and facilitate supportive 
industrial policy. 

8.7 Ireland has robust laws to protect workers against discrimination, to protect those who make 
protected disclosures and to criminalise bribery and corruption. Gender pay gap legislation has 

                                                   
13 The 2021 United Nations Climate Change Conference. 
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been discussed in draft form for some years.  With relatively light amendment, Ireland could 
encourage efforts to further eliminate unethical practices in the workplace and supply chains 
through the introduction of codes of practice or binding obligations to train employees and to 
report on efforts to eliminate unethical practices. 

8.8 Promotion is outside the scope of this Report. However, we recommend that the Sustainable 
Working Groups charged with developing promotional materials and branding consider 
developing a concise set of factors as to why FMPs in Sustainable Finance should choose 
Ireland as a centre of excellence including the above strengths (Why Ireland for Sustainable 
Finance?).  
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9 The Legislative Challenge  

9.1 A number of the key pillars of the Action Plan take the form of EU Regulations and, as such, 
they will automatically become part of Ireland’s legal system on their effective date. 

9.2 However, other elements are in forms which require further implementation into Irish law (e.g. 
EU Directives to be implemented by way of Statutory Instrument). It is vital that this is done in 
a timely manner and that, where appropriate, Member State discretions within the legislative 
framework are selected in a manner that benefits our domestic market. 

9.3 The scale and scope of new legislative initiatives that stem from the Action Plan presents a 
potential roadblock to timely domestic implementation of the Action Plan. By the estimation of 
Pascal Canfin, MEP and Chair of the Committee on the Environment, Public Health and Food 
Safety of the European Parliament14, there are currently in excess of 50 proposed legal 
initiatives and reforms addressing environmental standards on the legislative agenda of the EU 
institutions over the next 18 months. 

9.4 That this is a constantly evolving process necessitates ongoing scrutiny of legislative 
developments to identify how Ireland can capitalise on opportunities and address challenges 
as they arise. The tight timelines, level of technical detail and stakeholder input required all 
amount to a large challenge to the timely implementation of the Action Plan. Under the EU 
treaties, the European Commission may take infringement proceedings against an EU Member 
State that fails to implement EU law. It can refer the matter to the Court of Justice of the EU 
(the ''ECJ'') with a request for financial penalties to be imposed on the infringing state. As noted 
above, while EU Regulations have direct application in Member States and do not have to be 
transposed into national regulations, EU Directives need to be transposed at a national level. 
The establishment of clear and formalised structures for the management of EU Regulations 
has helped to strengthen Irish performance according to a 2010 OECD report but resource 
constraints are foreseeable, particularly with the volume of legislation in this area.  

9.5 Ireland should continue its engagement at an EU level to shape and influence policy and 
legislation from the early stages prior to the initiation of legislative proposals by the European 
Commission. The imperative nature of this task and the need to analyse/understand all aspects 
of proposed legislation, in consultation with industry where appropriate, is stressed in the 
Ireland for Finance Strategy 2025 so that draft legislation recognises Ireland's policy objectives.  

9.6 Equally, finalised legislation published in the Official Journal of the EU should be assessed to 
determine the extent to which implementing domestic legislation would be 
appropriate/desirable. In that regard, we would recommend that the action points identified in 
the Ireland for Finance Report 2021 dealing with public-private consultation on the alignment of 
EU and Irish law initiatives are immediately prioritised, e.g. action points 7 and 22. 

9.7 The implementation of AIFMD in Ireland offers a useful case study in how the timely 
implementation of directives and co-ordination between the public and private sector can create 
lasting benefits: 

Strong engagement 
at EU level to shape 
policy  

Representatives from the Department of Finance engaged with 
their EU colleagues in a timely and successful manner explaining 
and supporting the Irish non-UCITS legal regime. As a result, key 
provisions in AIFMD and the AIFMD Level 2 Regulations were 
drafted taking the Irish model into account. Without this strong 
engagement, the wording in early drafts and initial policy directions 

                                                   
14 Canfin, P., 2021. Green Deal Reloaded - Inventing a New European Model of Prosperity. [Blog] Institut Montaigne, Available at: 
<https://www.institutmontaigne.org/en/blog/green-deal-reloaded-inventing-new-european-model-prosperity> 
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would have posed challenges or required substantial remodelling 
of our successful regulated regime for alternative investment funds 
and their managers. 

Implementation 
ahead of the 
Deadline 

Ireland was among the first countries in the EU to implement 
AIFMD into its national law by way of the EU (AIFM) Regulations 
2013 (S.I. 257 of 2013) which were signed into law by the Minister 
of Finance on 16 July 2013. This was six days ahead of the 
implementation deadline set down in AIFMD of 22 July 2013. 

Regulatory 
Rulebook and 
Stakeholder 
Engagement 

The Central Bank of Ireland engaged with industry for months in 
advance of the legislative deadline. This collaborative process saw 
the Central Bank of Ireland publish the AIF Rulebook in May 2013 
which had been preceded by consultations with the market. As a 
result, alternative investment fund managers ("AIFMs") had a clear 
understanding of the Irish regulatory regime and the requirements 
of the Central Bank in advance of the deadline. 

Filling in the Gaps In addition to the AIF Rulebook, the Central Bank published an 
AIMFD Q&A on 16 May 2013 which clarified issues which were left 
open to question at EU level. These included transitional 
arrangements, the application of Irish rule to non-EU entities and 
depositary liability. 

Results Ireland had first mover advantage over competing domiciles many 
of whom were late in implementation. As a result of the legislative 
and regulatory certainty many of the world's leading alternative 
investment fund managers15 choose to base their AIFMs in Ireland 
and were authorised from the first day of the new AIFMD regime. 

Ireland cemented a strong and persistent brand recognition 
internationally which has resulted in incredible growth in the 
industry.  

In 2012, prior to the introduction of AIFMD, there were 2,138 
alternative investment funds ("AIFs") domiciled in Ireland with 
approximately €259 billion in assets. By February 2021, this had 
risen to 3,133 funds with €794 billion in assets domiciled in 
Ireland16. These figures exclude the growth in services provided to 
non-Irish domiciled AIFs which benefited from the jurisdictions 
strong profile in alternative assets. 

Irish Funds has published extensive reports on the benefits this 
industry has had to the wider economy including in the areas of 
jobs, regional development, taxation and international profile17. 

9.8 A continued focus on upskilling and lifelong learning across service providers to regulated FMPs 
and industry generally will also be necessary to ensure effective implementation of, and 

                                                   
15 These included the world's largest asset manager by AUM. 
16 Source Irish Funds https://www.irishfunds.ie/facts-figures/irish-domiciled-non-ucits. 
17 See https://irishfunds-secure.s3.amazonaws.com/1621327591-2021-05-Irish-Funds-Indecon-Report-2021-Executive-Summary.pdf  
and related publications. 
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compliance with, legislative updates. The development of further courses, resources and 
training programmes by the Sustainable Finance Skillnet and the Institute of Banking in 
partnership with industry is important in developing expertise to support Ireland's development 
in this area. 

Responsible Investment, Social Enterprise and Impact Funds 

9.9 Social enterprise is a relatively new concept in Ireland. A social impact bond, or social impact 
investment, is an investment model which can be used by governments to achieve social 
objectives by bringing together through an intermediary, private investors and service providers 
to deliver societal outcomes. Rather than focusing on inputs or outputs, these investments are 
based on achieving social "outcomes" (such as improved health). The Irish government in 2006 
defined social finance as "finance that applies financial instruments to the task of combatting 
social exclusion through the provision of repayable finance to community focussed enterprises 
at all stages of development including start-up. Social finance complements the range of 
measures in place to promote and assist community infrastructure and local development.” 

9.10 The Social Finance Foundation was established in 2007 by the Irish government to address the 
needs of community and social enterprises for loan funding which does not meet the credit 
criteria of mainstream financial institutions. The Irish government worked with the banking 
industry to obtain private funds to set it up. Its aim is to increase access to finance and 
strengthen the social investment market in Ireland. Using low-cost finance provided by Irish 
banks the Social Finance Foundation in turn provides funding to its lending partners, Clann 
Credo and Community Finance Ireland. On 18 May 2020 the Social Finance Foundation 
announced two new agreements on social finance loans. Under the first agreement, the Irish 
banks (AIB/EBS, Bank of Ireland, Permanent TSB and Ulster Bank) will make available an 
additional €44 million in low cost funding to the Social Finance Foundation over the period 2021 
to 2025. Under the second, the European Investment Fund has agreed to provide loan 
guarantees of €25m to support new lending by the Social Finance Foundation.   

9.11 Investors are placing increased focus on how businesses manage their workers and their 
supply chains, how they engage with the communities they operate in and how measurable 
their efforts are to eliminate unethical, inequitable and unfair labour and procurement practices.  
Ireland has an opportunity to enhance its regulatory framework governing: 

(a) Modern Slavery – by requiring medium and large businesses to: 

(i) take greater responsibility to due diligence their supply chains; and  

(ii) to publish a slavery and human trafficking statement reporting on efforts to 
eliminate modern slavery in their supply chains.  

(b) Anti-Bribery & Corruption – by requiring employers to: 

(i) take practical steps, such as mandatory training, to help employees across 
organisations to identify, report and help prevent bribery and corruption in 
workplaces and supply chains; and 

(ii) encouraging, through tax reliefs, pay and reward strategies which are linked to 
measurable ethical conduct.  

(c) Diversity and Inclusion – by implementing: 

(i) gender pay gap legislation without delay; 
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(ii) encourage/mandate businesses to report on other diversity and inclusion 
metrics on an annual basis in relation to the existing protected characteristics 
and consider including socio economic background; and 

(iii) encourage/mandate the creation of employee consultation specifically for 
regularly consulting with employees on ESG performance. 

(d) A recommendation of this report also arises from the our benchmarking studies where 
other Member States and international domiciles have dedicated structures and tax 
regimes for social impact funds and corporates. 

Tax Related Measures 

9.12 Ireland's tax regime can also enhance its appeal as a jurisdiction for sustainable investment. 
Ireland's extensive treaty-based network of double taxation agreements is another favourable 
factor in growing its appeal as a hub for Sustainable Finance.  

9.13 In order to develop and sustain Ireland as a location for Sustainable Finance, the clarity and 
certainty of the Irish tax system should be preserved. As we reform and modernise our tax code 
in line with these international developments, we should ensure that such measures are 
introduced in a manner that supports the ESG agenda. Ongoing discussion and consultation 
on the complex tax changes being introduced is vital to ensure that Ireland is seen as a stable 
and reputable jurisdiction within which to pool investment capital. This is particularly the case 
in relation to matters which impact Ireland's location as a jurisdiction in which to base "Green 
Bond" issuance vehicles. The overall ambition should be to ensure that Ireland to remain the 
jurisdiction of choice for locating and listing private sector bond issuance vehicles. 

9.14 As part of the introduction of an interest limitation restriction in 2022, Ireland should take account 
of the need to foster sustainable finance. The interest limitation restriction contains exclusions 
for public infrastructure assets, which should be interpreted in a broad manner which 
encourages investors to invest in invest in EU and Irish sustainable projects.  

9.15 The recent consultation on aligning the EII scheme with RESS schemes should be progressed, 
such that Irish individual investors can be provided with an attractive be amended to provide 
increased incentives to support the provision of sustainable projects. There may be other tax 
related initiatives to foster such investment including allowing the use of a wider array of fund 
vehicles to access the EII regime. 

9.16 EU VAT rules are also an issue that could be reviewed in light of the ESG agenda. The VAT 
rules have some anomalies which give rise to issues on sustainable projects. Ireland should 
make efforts to progress EU VAT reform to allow for reform of VAT rules. One example of such 
changes could involve reduced rates of VAT, not just on construction of energy efficient 
buildings, but also on the refurbishment and retrofitting of energy efficient buildings. 

10 The Regulatory Challenge  

10.1 The vast majority of the Action Plan will impact on regulated FMPs and FPs. As a result, the 
Central Bank's role, as the competent authority for FMPs and FPs is a vital one. 

Action Plan pillars, Ireland's domestic regime and the role of the Central Bank  

10.2 The Central Bank has clearly articulated its commitment to consider the challenges posed by 
climate change to the financial system. This has been noted as an essential part of its mandate 
to ensure the financial system operates in the best interests of consumers and the economy. 
The Central Bank has prioritised its work on climate change to ensure that it, and the firms it 
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regulates, are prepared to meet these challenges. The Central Bank has also noted some 
challenges in this area in carrying out its mandate, i.e. the need for clear definitions of what 
sustainable products and investments constitute. 

10.3 We positively note the Central Bank’s numerous initiatives in this area, including: 

(a) the establishment of a centralised Climate Change Unit;  

(b) recent actions and reports including participation in US dollar-denominated green bond 
investment fund; publication of "Behind the Data" presenting new green bond indicators, 
and carrying out a survey of insurers18; and  

(c) sector specific procedures, e.g. a dedicated authorisation process for the filing of 
investment fund documentation to comply with SFDR. 

Case Study – Central Bank Approval Process for SFDR Fund Documentation 

One initiative which the Central Bank adopted to facilitate the orderly implementation of the 
SFDR was the establishment of a specific filing process for FMPs to self-certify their 
compliance with SFDR.  

Importantly, the responsibility rested with the relevant manager to ensure compliance with 
SFDR requirements from 10 March 2021 in keeping with the high-level principles based 
approach outlined by the European Commission. Managers were required to determine the 
fund’s appropriate product classification and ensure pre-contractual disclosures are 
appropriate to their particular funds. This was not seen as providing scope for a lesser quality 
of disclosures than would otherwise be produced but was rather to facilitate the orderly 
implementation of SFDR and meeting an aggressive regulatory timeframe. 

The success of this process and an early analysis of its impact is set out at section 1.9 of this 
Report. 

10.4 The European Commission aims to create a "level playing field" across the major Sustainable 
Finance initiatives. If this aim is achieved, the choice of domicile for international managers and 
investors will often be determined by local factors, including the stability, efficiency and 
transparency of the local regulatory regime.  

10.5 We expect tremendous competition in this space similar to the degree of experienced post-
Brexit when certain Member States actively marketed or promoted their regulatory regimes. It 
is interesting to see that some Member States (e.g. France, Germany and Luxembourg) are 
considering additional domestic regimes over the proposals in the Action Plan. From a 
competitive stand point it is vital that Ireland is not disadvantaged by other Member States and 
their competent authority adopting regulatory regimes which offer incentives or features beyond 
the Action Plan to entice entities to locate there. We have analysed some developments in this 
area both in the EU and internationally at section 11 of this Report. 

10.6 The competition between domiciles raises an interesting policy point for the Sustainable 
Working Groups to consider. If other Member States gold-plate the requirements of the Action 
Plan (e.g. traffic light labelling), will Ireland need to follow suit. Alternatively, are there areas 
where the Action Plan does not go far enough and domestic measures are need to complete 
the eco-system (e.g. a regime for ESG data providers)? It is too early to definitively comment 
on this strategy as many of the legislative measures and delegated acts are subject to change. 

                                                   
18 https://www.centralbank.ie/news/article/climate-change-a-key-focus-for-the-central-bank-13-may-2021. 
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However, based on CMU and other large EU initiatives, Ireland has tended to be more 
successful where it does not gold-plate and rather relies on supervisory convergence to mitigate 
against individual Member State initiatives.  

10.7 We appreciate that, as the Central Bank does not have a promotional mandate, it will be left to 
other bodies (e.g. the IDA, Enterprise Ireland, Sustainable Finance Ireland, industry 
associations and the Department of Finance) to market Ireland's key strengths. That marketing 
can only be more successful when based on a world-class regulatory regime. 

10.8 Sustainable Finance is now a core focus for Ireland's financial sector as can be seen in the 
Ireland for Finance Strategy 2025. The Ireland for Finance Action Plan 2021 was launched in 
2021, and includes Sustainable Finance as one of three priorities across all of its strategic 
pillars. The Central Bank has welcomed the developments of the Action Plan and the Renewed 
Sustainable Finance Strategy and recognises the importance of climate risk and Sustainable 
Finance as key features of the Irish financial system and accordingly of financial regulation. As 
a result of its broad mandate, the Central Bank is well-placed to consider the implications of 
climate change for the Irish financial system as a whole. 

10.9 The Central Bank is increasingly implementing climate risk issues into its supervisory 
assessments and engaging with regulated firms to ensure they are incorporating climate risks 
into their risk management and investment practices. It recognises the importance of the 
proposals of the Action Plan, which are necessary to meet climate targets. Without effective 
implementation of such legislative measures, this may potentially lead to market fragmentation 
and consumers not being provided with a level playing field. The Central Bank is also committed 
to playing a leadership role in embedding sustainability in its own operations and signed a ‘Low 
Carbon Pledge’ to commit to reducing Scope 1 (direct emissions from owned or controlled 
sources) and Scope 2 (indirect emissions from the generation of purchased energy) 
greenhouse gas emission intensity by 50% by 2030 with the aim of becoming a net-zero carbon 
emissions organisation by 2050. 

Gaps in regulation which would prohibit the implementation or efficient operation of 
the Action Plan 

10.10 One of the challenges with regard to the implementation of the Action Plan, which is a recurring 
theme and poses a challenge to both regulators such as the Central Bank and FMPs alike is 
the lack of availability and consistency of comparable data which may result in lack of 
consistency in ESG product disclosures and may lead to product mis-selling, greenwashing 
and lack of investor confidence.  

10.11 It is therefore important that a consistent methodological approach is adopted to address this 
challenge. In addition, measuring climate related risks presents some challenges as much of 
the risk modelling is based on backward methodologies and historical data, therefore the work 
must be supported by tools and processes to enable the identification of economic activities 
exposed to climate related risks and allow for an assessment of the risks faced by organisations. 
This presents a challenge in the effective implementation of the Action Plan at both an EU level 
and at a domestic level for Member States including Ireland. 

10.12 For example, in order to apply the taxonomy delegated legislation to an infrastructure project, 
requires technical experts to familiarise themselves with several hundred pages of delegated 
legislation, break the project down into the relevant economic activities as defined in the 
delegated legislation and then apply the detailed criteria to each economic 
activity. Furthermore, many large infrastructure projects, including those only now coming to 
market, pre-date this legislation. This is because they takes years to go through the 
governmental pre-procurement approval processes and the actual procurement process takes 
12 to 24 months on average. Therefore, retrospectively applying these very detailed technical 
criteria may be almost impossible as the information will not be available. This will mean that 
purchasers may avoid investing in or buying existing long-term projects or projects in 
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construction, as a result of the difficult technical analysis and not because of their ESG 
credentials, which seems counter-productive.  

10.13 Part of the Action Plan aims to enhance disclosures relating to environmental sustainability, a 
consistent approach to its implementation and supervision is necessary. In an effort to reduce 
greenwashing it is important to ensure a consistent and transparent approach is adopted on 
sustainable disclosures with the aim of producing effective standardisation. Improving 
consistency and comparability of disclosures is vital to ensuring investor protection. 

10.14 The timelines for the implementation of the upcoming legislative obligations are ambitious and 
pose some challenges in this respect, for example the Taxonomy Regulation and the Level 2 
RTS that supplement SFDR and which form part of the Action Plan. These requirements are 
intended to provide increased transparency around ESG characteristics and the integration of 
sustainability risks at a product and entity level. However, we have already seen a time lag 
between the implementation of the Level 1 requirements of SFDR and the implementation of 
the Level 2 RTS which is anticipated to apply from 1 January 2022, this has led to a two stage 
staggered approach to implementation. 

10.15 Another implementation challenge rests in the relationship between core pieces of legislation. 
There are some synchronisation issues between parts of the Sustainable Finance legislative 
texts, both in terms of concepts and timing. In particular, the alignment between the SFDR, the 
Taxonomy Regulation and the Non-Financial Reporting Directive which poses a challenge to 
the effective implementation and consistency in approach. As legislation comes into effect and 
is enhanced by technical standards and guidance, clarity will be provided and quality improved, 
however FMPs will still be required comply with the legislation as it comes into effect 

Regulatory initiatives: any domestic regulatory initiatives which would enhance 
Ireland’s regulatory regime for Sustainable Finance and FMPs and FPs 

10.16 The transition to a low carbon, sustainable economy will require significant investment. The 
financial system can be part of the solution towards a greener and more sustainable economy. 
Reorienting private capital to more sustainable investments requires a comprehensive shift in 
how the financial system works. Significant progress has been made with the adoption of: 

(a) SFDR, which requires FMPs to make pre‐contractual and ongoing disclosures to end 
investors with regard to the integration of sustainability risks, the consideration of 
adverse sustainability impacts, the promotion of environmental or social characteristics, 
and sustainable investment; and  

(b) the Taxonomy Regulation, which establishes a clear and detailed classification 
framework or taxonomy for environmentally sustainable economic activities, creating a 
common language for all stakeholders in the financial system.  

10.17 The Central Bank is implementing a number of regulatory initiatives to tackle the challenges 
posed by climate changes, and is well placed to consider the implications of climate change for 
the Irish financial system as a whole. It is embedding climate change considerations into its 
supervisory assessments, ensuring regulated firms are aware of their exposures and that they 
are incorporating climate-related risks into prudent risk management and investment practices. 
In addition it is working with its domestic and international partners to ensure that green and 
Sustainable Financial products are defined appropriately and identifiable to investors, requiring 
that FMP's meet their new obligations under SFDR. 

10.18 The establishment of the Central Bank's Climate Change Unit will operate as the driver of its 
strategy in the area of Sustainable Finance and as a strong central component in a hub and 
spoke model involving, for example, the Central Bank's different sectoral policy and supervisory 
areas. The establishment of this new dedicated unit further reflects the importance the Central 
Bank is placing on its role in relation to climate risk and the financing of a sustainable economy 
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and will help ensure a holistic approach to its programme of actions; and shape the agenda to 
meet the growing climate change challenges. 

10.19 It is also encouraging to see the Central Bank's proposals as outlined in its recently published 
Consultation Paper 136: Enhancing our Engagement with Stakeholders on stakeholder 
engagement. The Central Bank identified an opportunity to enhance structured engagement 
with civil society, consumer representatives and industry stakeholders on cross-sectoral, 
strategic issues relating to the financial system, including matters related to the development of 
policy for the financial system. It listed climate risk and CMU as potential areas for enhanced 
engagement.  

10.20 One of the proposals in this consultation paper is to formalise the current industry roundtables 
to meet twice yearly with a strategic, cross-sectoral focus. Notably, matters relating to the 
implementation of legislation would generally not be considered unless there were cross-
sectoral implications and/or significant risks of consumer harm. The proposed membership 
would be capped at 20 and comprise relevant industry representative groups from across the 
various industry constituencies of the Irish financial system. Also proposed is a financial system 
conference forum where stakeholders can engage with the Central Bank and with each other 
on strategic issues affecting oversight and operation of the Irish financial system. 

10.21 We welcome these proposals, which offer valuable opportunities to exchange views and keep 
pace with international policy developments and investor needs in a significantly regulated 
industry. Given the fast-evolving and multifaceted nature of the legislative initiatives in the 
Action Plan, and how they affect regulated firms across the financial industry, we would also 
see value in the establishment of an additional climate-specific open forum comprising relevant 
stakeholders, which would gather insights as to potential strategic opportunities and challenges 
posed by climate-related financial services reform. 

10.22 Ireland is already active and working with others to share best practice in a number of initiatives 
including the Coalition of Finance Ministers for Climate Action established in April 2019 (the 
''Coalition of Finance Ministers''), the Central Bank’s involvement with the international 
Network for Greening the Financial System, the insurance regulators international Sustainable 
Insurance Forum, the United Nations Environment Programme (''UNEP''), FC4S of 30 financial 
centres which has a centre located in Dublin, and the UNEP Finance Initiative (''UNEP FI''). 
UNEP FI will bring new ambition, building on its dialogue with the Coalition of Finance Ministers 
and reaching out to other parts of society to encourage more ambitious action.  

10.23 There is also a window of opportunity for Ireland to strengthen alignment between Sustainable 
Finance and FinTech that will serve as defining forces in European and global capital markets 
in coming years. There has been discussion in recent years around establishing a Sustainable 
Finance innovation platform to support Irish efforts in this area. Such an initiative would focus 
on the development of new products and services to support the reorientation of capital to the 
climate action agenda within Ireland. In addition, this platform could also support innovations in 
data infrastructure and scaling green data and analytics innovations and the development of 
anti-greenwashing tools for investors. 

10.24 The European Commission adopted on 24 September 2020 a digital finance package, including 
a digital finance strategy. Part of the aim of the digital finance strategy is to open up new 
channels to mobilise funding in support of the Green Deal and the New Industrial Strategy for 
Europe. By making rules safer and more digital friendly for consumers, the European 
Commission aims to boost responsible innovation in the EU's financial sector, especially for 
highly innovative digital start-ups, while mitigating any potential risks related to investor 
protection, money laundering and cyber-crime. 
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Work of Sustainable Finance Ireland and Industry Associations: Input into the 
Regulatory Environment 

10.25 A more sustainable financial system means the Irish economy and society will be more resilient 
toward climate and environmental risks, aligning public and private finance towards climate 
action and support a just transition. The Sustainable Investing Working Group, formerly the 
Sustainable and Responsible Investment Forum ("SIF") Ireland Committee, continues to 
significantly advance the ESG agenda by means of a dedicated national ESG best practice and 
digital library web portal and quarterly leadership briefing events. In addition, there is an 
increasing demand for training and professional development on Sustainable Finance in the 
financial services sector.  

10.26 In 2019 a "statement of intent" was signed by the Banking and Payments Federation Ireland, 
Financial Services Ireland, Insurance Ireland, Irish Funds, the Irish Association of Pension 
Funds, and the Irish Association of Investment Managers pledging to take action across 2020 
to mitigate climate change risk through Sustainable Finance. Key to the development of Ireland 
as a hub for Sustainable Finance is also the promotion of Ireland as the centre for the FC4S 
European network. The IDA is also working with the financial sector associations on promotion 
of the country as a location for Sustainable Finance. The Banking and Payments Federation 
Ireland also endorsed the UN Principles of Responsible Banking in November 2020. The 
endorsement underlines the banking sector's commitment in Ireland to support and provide a 
framework for a sustainable banking system. Lastly, in its spring 2021 newsletter, Irish Funds 
announced the launch of ''The Green Team Network'', an industry initiative which aims to 
provide a central forum to facilitate knowledge sharing and collaboration in the field of 
sustainability across the Irish funds industry. All of these initiatives contribute to the 
attractiveness to establish Ireland as a hub for Sustainable Finance. All of these initiatives 
contribute to the attractiveness to establish Ireland as a hub for Sustainable Finance.  

10.27 We note continued progress of major international industry initiatives including the revision 
Sustainability Linked Loan Principles (''SLLP'') by the Asia Pacific Loan Market Association, 
Loan Markets Association and Loan Syndications & Trading Association and accompanying 
guidance in May 2021. 
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11 Global Benchmarking  

11.1 We are aware of several Member States and international financial centres who are already 
promoting local legal and regulatory initiatives to attract international managers and investors.  

11.2 While a full mapping exercise of global domiciles is outside the scope of this report, we have 
selectively examined some initiatives from competitive domiciles namely: 

(a) A large EU Member State – Germany; 

(b) A small EU Member State – Luxembourg; and  

(c) A leading non-EU country – Canada. 

Germany 

11.3 The German government adopted a national Sustainable Finance strategy (the ''German 
Sustainable Finance Strategy'') on 5 May 2021. It aims to establish Germany as a leading 
location for Sustainable Finance and to support the financial sector in financing real economy 
activities necessary to achieve the sustainability goals of the United Nations and to implement 
the Paris Agreement. The German Sustainable Finance Strategy sets a new course in the 
financial system based on the core themes of climate action and is an important contribution to 
strengthening Germany’s competitiveness. 

11.4 A key source in drawing up the German Sustainable Finance Strategy was the final report 
issued by the Sustainable Finance Committee (the ''SFC'') on 25 February 2021 which was 
entitled ''Shifting the Trillions. A sustainable financial system for the great transformation''. The 
SFC was established to develop the German Sustainable Finance Strategy and is made up of 
38 members from the financial sector, real economy, academia and civil society. The SFC was 
tasked with formulating recommendations that would feed into the strategy to establish 
Germany as a centre for Sustainable Finance. In providing its recommendations to the German 
government the SFC called for an international mind-set that was not limited to exclusively 
German interests. The recommendations laid out practical, forward-looking approaches to help 
the German government formulate its strategy and identified five key action areas, namely: 

(a) a reliable policy framework in Germany and the EU to provide businesses in the 
financial and non-financial sectors with a coherent, sustainability-focused compass; 

(b) integrated, forward-looking corporate reporting where transparency and comparability 
serve as the basis for sustainable investment decisions and holistic risk management; 

(c) research and systematic knowledge development that respond to the changing 
competencies required of those responsible for the regulation, management and 
supervision of businesses, financial advice and the general public; 

(d) sustainability-focused financial products that meet investors’ growing demand for 
sustainable solutions; and 

(e) consolidation of the institutional frameworks required to provide continuous support for 
this transformation process. 

11.5 The German Sustainable Finance Strategy consists of 26 individual measures and supports the 
objective of the European Green Deal of the EU becoming climate neutral by 2050. The aim 
being to help steer capital towards environmental projects and transform Germany into a centre 
for Sustainable Finance. The German Sustainable Finance Strategy responds to growing 
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investor demand for companies to comply with ESG criteria. It introduces a number of new 
measures including (i) redirecting federal investments into sustainable forms of investment, (ii) 
establishing sustainability labelling for consumers (sustainability “traffic light” labels) making it 
easier to identify green investment opportunities, (iii) new sustainability reporting obligations for 
companies, and (iv) mobilising investments for climate protection and sustainability, to address 
climate risks within the German financial system. 

Sustainable Indices 

11.6 The German government has announced plans to allocate federal investments into sustainable 
investments, introducing plans to shift the federation’s various civil-service pension funds over 
time to sustainable indices, and pledging to continuously reduce the carbon footprint of these 
portfolios. Federal pension funds will gradually reallocate their equity investments into 
sustainability indices and align on internationally recognised sustainability standards. As part of 
the strategy equity investments will be gradually divided into two sustainability indices applying 
the EU transition benchmark requirements and aligned with the objective of the Paris 
Agreement. The S&P Dow Jones Indices has been selected by German authorities to develop 
an innovative ESG index which will serve as a benchmark for four of the government's federal 
special pension funds. 

11.7 This initiative puts Germany in a unique position for Sustainable Finance, however it may also 
be an area that Ireland may look to develop a similar initiative in an effort to establish itself as 
a hub for Sustainable Finance. 

Green Bonds 

11.8 The German government also aims to establish Germany as a centre for Sustainable Finance 
by developing a Sustainable Finance debt instruments market in an effort to further promote 
the development of the Sustainable Finance market through the issuance of German green 
bonds with longer maturities, establishing a green federal yield curve and becoming the 
benchmark in the Eurozone's green capital market. In this way, the German government will 
increase price transparency and strengthen the development of green financial markets. The 
German federal government issued its first green bond in September 2020, employing an 
innovative “twin bond” model, intended to add value to the Sustainable Finance market in 
Europe, by issuing the securities alongside existing conventional securities with matching 
characteristics, including maturity and coupon. The first 30 year green federal bond was issued 
in May 2021 and a second 10-year green federal bond issuance is scheduled for the second 
half of 2021. 

11.9 This initiative will further put Germany on the map with regard to the promotion of Sustainable 
Finance, green bonds are increasingly growing in popularity and this is an opportunity that 
Ireland can seize and look to become an early adopter and first mover in the area by issuing 
green bonds with longer maturities. Ireland issued its first sovereign green bond in late 2018 
and the Irish Electricity Supply Board issued the first Irish corporate green bond in June 2020. 
There is potential for growth in this area as green bonds currently only represent 1% of the $53 
trillion global bond market. 

Sustainability Labelling 

11.10 The German government wants to ensure reliable and comparable information to show how 
sustainability risks and opportunities affect the business models of companies and what effects 
corporate activities have on environmental and human rights. This is consistent with the aims 
being adopted at an EU level, for example SFDR which seeks to ensure that investors are 
provided with comparable information to identify sustainability risks. The German federal 
government is looking to develop a traffic light system to build on the audited 
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sustainability reports and SFDR and make it clear at first glance whether a company takes 
environmental protection and human rights seriously with the aim of this being developed at an 
EU wide level and in the absence of this to work out its own proposal for a national sustainability 
traffic light. 

11.11 The suggestion that Germany may develop its own traffic light approach, if this is not applied at 
an EU level, may create divergences in approach across Member States which would be 
contrary to the aim of EU Regulations such as SFDR. At present, we recommend that these 
proposals are monitored. We would not suggest that Ireland introduces any form of gold-plated 
standard on the implementation of EU Regulation such as SFDR which is directly applicable 
and with the aim of ensuring consistency across Member States. 

Non-Financial Corporate Reporting 

11.12 The German Sustainable Finance Strategy sees the implementation of requirements on non-
financial corporate reporting such as audit certification and integration of climate risks. The 
German government has also agreed on a list of requirements for "non-financial" corporate 
reporting. The list requires all publicly traded companies and major corporations with limited 
liability to present sustainability reports. These reports will also have to fulfil certain minimum 
requirements. For example, companies will have to make their climate risks transparent and 
reports will have to be certified by auditors to prevent greenwashing. It will use the list as part 
of the upcoming negotiations for an ambitious new Corporate Sustainability Reporting Directive 
in the EU.  

11.13 Non-financial corporate reporting is a key area of focus for Sustainable Finance and it will be 
interesting to see how this develops and if the list of requirements for non-financial reporting 
that are being proposed by the German government will become applicable to all Member 
States including Ireland. 

Regulatory Supervision 

11.14 Supervisory authorities and central banks are increasingly seeing sustainability risks as 
financial risks and expect FMPs to engage with them to a growing extent. Sustainability risks 
are being integrated into supervisory authorities' risk management and supervisory review 
processes. The German government will be commissioning a scenario study of physical climate 
risks in the real economy and financial sector in Germany. This is expected to improve 
methodologies and data and enable companies to identify their own risks and incorporate them 
into their risk management systems. 

11.15 The German Finance Ministry will also be drawing up a strategy before the end of 2021 to 
determine how the Federal Financial Supervisory Authority (''BaFin'') can be supported 
organisationally, for example through appropriate human and technological resources. In 
addition, BaFin is due to present a report by autumn 2021 in which it will demonstrate how it 
can enhance cooperation with other federal institutions including the German Environment 
Agency and the Federal Office of Economics and Export Control, and leverage from their 
expertise on sustainability.  

11.16 BaFin is committed to supporting Germany's investment bank Kreditanstalt für Wiederaufbau 
(''KfW'') in implementing its Sustainable Finance agenda. KfW has set itself the goal of 
measuring what impact its funds have and ensuring that they are in line with the Paris 
Agreement. KfW will remain a strong partner for the real economy when it comes to financing 
the social and environmental transformation. BaFin is also actively involved, including at the 
international level, in the further development of the supervisory and regulatory framework for 
dealing with sustainability risks.  
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11.17 In addition, Germany’s Federal Ministry of Finance recognises the opportunities for the financial 
sector presented by Sustainable Finance. It is also seeking to ensure that FMPs take due 
account of sustainability-related issues in their decisions. In the resolution it adopted in 
February 2019, the State Secretaries’ Committee for Sustainable Development recognised that 
Sustainable Finance can help the German government to achieve its objectives in the areas of 
financial market stability, energy, climate and development, along with other sustainability-
related objectives. The German Finance Ministry is a founding member of the Coalition of 
Finance Ministers. The aim of the Coalition of Finance Ministers, which now comprises 52 
national finance ministries worldwide, is to drive global climate action within the Paris 
Agreement framework. 

11.18 This risk based approach to Sustainable Finance by German regulatory authorities is similar to 
the approach adopted by the Central Bank for the integration of sustainability risks in the review 
process. This is also an indication of commonality in approach to Sustainable Finance by 
regulatory bodies across Member States. In addition, similar to Germany, Ireland is also a 
member of the Coalition of Finance Ministers. 

Frankfurt and the UN-convened International Network of Financial Centres for 
Sustainability 

11.19 In addition to the foregoing, Frankfurt, via the Green and Sustainable Finance Cluster Germany 
(the ''Cluster''), is also a member of the FC4S. In 2018, the Green Finance Cluster Frankfurt of 
the Ministry of Economic Affairs for Hesse and Deutsche Börse’s Accelerating Sustainable 
Finance Initiative merged under the name Green and Sustainable Finance Cluster Germany to 
form the Cluster. The Cluster brings together the activities of the various stakeholders - financial 
institutions, investor groups, politicians and members of the public – in a network-like structure. 
The Cluster’s objective is to further mobilise the finance sector for climate protection and 
sustainable investment. The Cluster's work programme covers four main areas of activity, 
namely: 

(a) Sustainable Finance: status quo and innovation: e.g. taking stock of activities thus far, 
identifying potential for development; 

(b) metrics and standards: e.g. developing definitions and measurement methods for 
sustainable investment; 

(c) data and digitalisation: e.g. expansion of the traditional key business figures to include 
environmental and social indicators; and 

(d) dialogue and knowledge development: e.g. employee training, creation of permanent 
platforms for dialogue. 

11.20 Similar to Frankfurt, Dublin is also a member of FC4S. Sustainable Finance Ireland through its 
membership of FC4S will also work to position Ireland as a world-leading hub for Sustainable 
Finance and amongst other priorities will continue to support FC4S and, within the activities of 
FC4S Europe, by means of a senior secondment and funding support. 

Luxembourg 

11.21 The Luxembourg Sustainable Finance Roadmap: A Journey Towards a Sustainable Financial 
System (the "Luxembourg Roadmap") was commissioned by the Luxembourg Ministry of 
Finance and the Ministry of Sustainable Development and Infrastructure. It was published in 
October 2018 and is the result of a joint initiative between Luxembourg and the United Nations 
Environment Programme – Finance Initiative. The Luxembourg Roadmap contributes to the 
Luxembourg 2030 – National Plan on Sustainable Development framework and was developed 
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to guide Luxembourg on its path to a becoming a fully sustainable financial centre, to further 
the objectives of the Paris Agreement and to serve as inspiration to other governments and 
financial centres. The Luxembourg Roadmap outlines recommended actions on how to achieve 
these goals, while acknowledging that further analysis is needed to develop an actionable plan 
to be realised over time. Luxembourg already has existing strengths in the presence of 
international banks, asset managers, insurance firms, fund promoters and other service 
providers. The Luxembourg Roadmap aims to fulfil the Action Plan's high-level aims of: 

(a) reorienting capital flows; 

(b) managing financial risks linked to climate change and other ESG topics; and  

(c) fostering transparency and long termism. 

11.22 The main recommendations made in the Luxembourg Roadmap are to: 

(a) formalise and communicate an ambitious, coherent, consistent and transparent tailor-
made Sustainable Finance strategy to reflect the distinctive features and added value 
of Luxembourg; 

(b) establish the Luxembourg Sustainable Finance Initiative ("LSFI"), a public-private 
partnership coordinating entity; 

(c) leverage existing financial sector expertise to develop its product offering; 

(d) raise awareness and integrate sustainability into education and professional training; 

(e) analyse and redesign the system of incentives and taxation; and 

(f) measure progress. 

11.23 Following the publication of the Luxembourg Roadmap, the LSFI was established in 2020. The 
LSFI is responsible for the design and implementation of the Luxembourg Sustainable Finance 
Strategy. Its objectives are to raise awareness, promote and help develop Sustainable Finance 
initiatives in Luxembourg. The LSFI is co-chaired by the Ministry of Finance and the Ministry of 
Environment, Climate and Sustainable Development. 

11.24 In December 2019, Luxembourg published its National Plan for Sustainable Development 2021-
2030 (the ''Plan''), which is aimed at implementing the 17 United Nations Sustainable 
Development Goals. One of the ten priority fields listed is to "guarantee sustainable finances". 
The Plan envisages tax measures to encourage the development of sustainable and socially 
responsible investment funds. 

11.25 Luxembourg passed the Climate Law in December 2020 which, in addition to setting a target 
of reducing greenhouse gas emissions by 55% by 2030 at the latest, includes the creation of 
an energy and climate fund and a greenhouse gas emissions trading programme for aircraft 
and fixed infrastructure. 

Luxembourg Sustainable Finance Strategy 

11.26 The Luxembourg Sustainable Finance Strategy was launched by the LSFI in February 2021. It 
and the LSFI Action Plan implementing it, is built around three overarching pillars: 

(a) awareness and promotion – promote existing and upcoming Sustainable Finance 
initiatives and embed sustainability into the financial culture of Luxembourg; 
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(b) unlocking potential – coordinate and support the Luxembourg financial centre in taking 
impactful actions in order to develop Sustainable Finance; and 

(c) measuring progress – collect and analyse data on the Luxembourg financial industry in 
order to measure and follow its progress in integrating sustainability. 

11.27 The Luxembourg Sustainable Finance Strategy sets short, mid and long-term objectives under 
each of the three pillars and aims to harness relevant activities already being carried out by the 
government and financial sector actors. According to figures published by the LSFI, 
Luxembourg currently has 35% European market share of responsible investment funds, 57% 
of the assets under management in European environment strategy funds and 76% of global 
assets under management in microfinance investment vehicles. 

Luxembourg Green Exchange and Luxembourg Sustainability Bond Framework 

11.28 The Luxembourg Stock Exchange launched the Luxembourg Green Exchange ("LGX") in 2016. 
LGX is the world’s first platform exclusively dedicated to green securities. Today, Luxembourg 
is a primary centre for listing green bonds and responsible investment fund assets. In March 
2018, more than USD 1 billion was raised on the Luxembourg Stock Exchange for Planet 
Emerging Green One, a joint venture fund between Amundi and the International Finance 
Corporation to buy emerging market green bonds. In July 2018, Luxembourg established the 
first legal framework in the world for green covered bonds. 

Luxembourg Sustainability Bond Framework 

11.29 Luxembourg became the first EU Member State to launch a sustainability bond framework in 
September 2020. The framework claims to be the first in the world to be fully compliant with the 
recommendations of the final report of the Technical Expert Group on the Taxonomy of the 
European Union. The framework is also designed to be compliant with the draft EU Green Bond 
Standard. Proceeds from bond issuances may only be used to finance or refinance eligible 
expenditure, which covers, among other things,: 

(a) construction of green buildings; 

(b) energy transition; 

(c) development of low-carbon transport; 

(d) environmental protection; 

(e) water and wastewater management; and 

(f) climate financing and research and development. 

The first sovereign sustainability bond was listed on LGX in September 2020. 

11.30 As noted above, green bonds are increasingly popular and this is an opportunity that Ireland 
may look to continue to build on following the issuance of its first sovereign green bond in late 
2018 and as investor demand continues to rise in this area. 

Regulatory Supervision 

11.31 The Commission de Surveillance du Secteur Financier ("CSSF") has stated that it will use all 
the means at its disposal as the supervisory authority of the Luxembourg financial sector to 
contribute to the achievement of climate objectives within the framework of its own mandate, 
notably, in ensuring the safety and soundness of the financial sector in the public interest. The 
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CSSF will also carefully consider the inclusion, in its risk-based approach supervision, of risks 
arising from sustainability considerations for the financial sector. 

11.32 The CSSF also sees its role as ensuring that supervised entities are preparing for new 
regulations resulting from the Action Plan and also to make sustainable development part of 
their internal organisation, activities, corporate strategy, values and take sustainability risks into 
account. In addition, Luxembourg is also a member of the Coalition of Finance Ministers which 
as noted above is a Finance Minister led initiative whose aim is to drive global climate action 
within the Paris Climate Agreement framework and will help countries mobilise the finance 
needed to implement their national climate action plans. 

11.33 The risk-based approach to Sustainable Finance by the CSSF is consistent with the approach 
that has been adopted by the Central Bank for the integration of sustainability risks in the review 
process. As noted, Ireland is also a member of the Coalition of Finance Ministers similar to 
Luxembourg. 

Education 

11.34 In early 2020, the Luxembourg government entered into a strategic partnership with the 
University of Luxembourg to establish a track on Sustainable Finance within its MSc. in Finance 
and Economics, together with professional certificates and fundamental and applied research 
in Sustainable Finance. The Luxembourg Sustainable Finance Strategy also has the long-term 
goal of integrating financial literacy and sustainability finance into school curricula and tertiary 
education. 

11.35 Ireland compares favourably in this area, with existing postgraduate courses at a range of levels 
in the area of Sustainable Finance. The Institute of Banking, in association with University 
College Dublin, runs a professional certificate in responsible and Sustainable Finance (the Irish 
National Framework Qualifications level 7). Additionally, under the Ireland for Finance Action 
Plan 2021, the CFA Society Ireland is due to promote a certificate in ESG investing with grants 
available through Sustainable Finance Skillnet by Q3 2021. The Smurfit School at University 
College Dublin offers an existing MSc. in renewable energy and environmental finance aimed 
at advancing students' understanding of finance theory and the application of sustainability 
factors to financial markets. However, continued efforts to increase financial literacy would be 
welcome. 

Sustainability Labelling  

11.36 The Luxembourg Finance Labelling Agency ("LuxFLAG") was established as an association in 
July 2006 by the Luxembourg government and six other founding partners. LuxFLAG aims to 
promote the raising of capital for sustainable investments by awarding a recognisable label to 
eligible investment vehicles amongst others. LuxFLAG's objective is to reassure investors that 
any labelled investment vehicles invest in the responsible investment sector. Applicants may 
be domiciled in any jurisdiction that is subject to a level of national supervision equivalent to 
that in EU countries. 

11.37 Labelling is available for microfinance, environment, ESG, climate finance and green bond 
investments. LuxFLAG revised its label eligibility criteria in March 2021 to align with 
requirements under SFDR. Given SFDR and its harmonising effect on sustainability labelling, 
we would not suggest that Ireland pursues the development of its own standards in this area. 

Luxembourg – European Investment Bank Climate Finance Platform 

11.38 The Luxembourg Government and the European Investment Bank entered a joint initiative 
designed to mobilise and support investment in international climate finance, focusing on 
climate change mitigation and adaptation.  It combines a stop-loss guarantee with technical 
assistance and contributes to several of the UN’s Sustainable Development Goals.  It also 
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supports subordinated and other investments in debt and equity funds, together with direct debt 
investments including mezzanine and subordinated debt. 

International Climate Finance Accelerator 

11.39 The International Climate Finance Accelerator ("ICFA") is a public-private partnership 
established in 2018 by ten private entities from the Luxembourg financial sector, the Ministry of 
Finance and the Ministry of the Environment, Climate and Sustainable Development. It provides 
financial and operational support to fund managers launching innovative climate action funds. 
The ICFA aims to further develop Luxembourg's Sustainable Finance ecosystem, in particular 
by leveraging private investments for climate-related activities. Canvassing industry to 
determine whether a similar initiative would be welcomed in Ireland may be worth exploring. 

Social Impact Funds and Companies 

11.40 In 2017 the Luxembourg Government launched the Forestry and Climate Change Fund, a 
public-private partnership social impact fund whose objective is to invest in a diversified portfolio 
of forestry companies, community forestry entities and smallholders, with a focus on the 
management of secondary and degraded forests. Afforestation and reforestation are important 
and proven means of carbon sequestration. The establishment of a similar impact fund in 
Ireland, with both a domestic and international focus, could enhance Ireland's reputation as a 
hub for Sustainable Finance while also funnelling private capital to meet the Government's 
target to increase the national forest cover. 

11.41 Luxembourg also established a form of accreditation and legal framework for companies known 
as the societal impact company (société d'impact societal) ("SIS") in 2016. Companies whose 
goal is to further social or societal purposes can apply for accreditation as an SIS and benefit 
from certain tax exemptions where their capital consists entirely of impact shares. All SIS profits 
must be reinvested, the corporate purpose and the societal impact sought must be precisely 
identified and performance indicators adopted in order to quantify impact. Unlike Luxembourg, 
Ireland has no purpose-made legal entity for social enterprises. Many Irish social enterprises 
choose to register as companies limited by guarantee under the Companies Act 2014 and 
others will choose partnership, co-operative, trust or designated activity company structures. 
Social enterprises registered as charities under the Charities Act 2009 can also apply to the 
Irish Revenue Commissioners for tax exemptions. We would recommend reviewing of the SIS 
to determine whether the introduction of a similar scheme in Ireland would meet any needs of 
social enterprises which are not currently being fulfilled by the Irish system. 

Montréal, Canada 

11.42 In respect of Sustainable Finance in Canada and in particular Montréal, Finance Montréal, 
Québec’s financial cluster, was created in 2010 by institutions in the financial services industry 
at the invitation of the Québec Government. Finance Montréal has published a ten year 
overview plan of Sustainable Finance. Its aim is to make Sustainable Finance a key element in 
the development and influence of the Québec financial industry and to establish Montréal as a 
world-class financial centre in Sustainable Finance. Their activities in this area are concentrated 
within the Finance and Sustainability Initiative which brings together the participants in the 
financial centre of Montréal and Quebec who have been at the core of a financial sector that 
responds to ESG, while looking for positive resulting benefits for the economy and communities. 

11.43 Finance Montréal recently conducted a strategic planning exercise on Sustainable Finance, 
where they identified and prioritised 15 strategic initiatives to be undertaken. One of these 
initiatives was the increased connection with Sustainable Finance networks which has directly 
resulted in Montréal joining FC4S in October 2020. As noted above FC4S is one of the world’s 
premier Sustainable Finance networks whose main mission is to empower financial centres to 
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accelerate the move to Sustainable Finance by providing the tools and insights to engage local 
institutions, inform and influence policy and ultimately catalyse market transformation.  

11.44 At a broader national level, Canada’s Ministers of Finance and Minister of Environment and 
Climate Change jointly appointed an expert panel on Sustainable Finance (the ''Sustainable 
Finance Panel'') in April 2018 to develop the area of Sustainable Finance and to provide 
recommendations on Sustainable Finance in Canada. One of the recommendations that was 
made by the Sustainable Finance Panel in 2019 was the launch of the Sustainable Finance 
Action Council (the "Council"). In 2020 the Canadian government dedicated $7.3 million over 
the next three years to the Council. The Council was established on 12 May 2021 with the goal 
of developing a Sustainable Finance market to attract Sustainable Finance into Canada to 
enhance disclosures on climate and to provide access to data on sustainability and climate 
risks. It will bring together public and private sector financial expertise to support the growth of 
a strong, well-functioning, Sustainable Finance market. The Council will also work in close 
collaboration with Canada's new and independent Net-Zero Advisory Body to ensure climate 
considerations are reflected in public and private financial decision-making and to accelerate 
progress towards Canada's climate objectives. The Council will help achieve Canada's climate 
goals, in particular to: 

(a) support the achievement of Canada's enhanced 2030 target (outlined below); 

(b) transition to a net-zero emissions economy by 2050; and  

(c) ensure climate resilience and adoption throughout Canada. 

11.45 The Council will also look for opportunities to mobilise private capital to support climate 
transition and adaption in Canada's economy. In addition, the Council aims to help champion 
the implementation of Sustainable Finance best practices across Canada's financial sector and 
the broader Canadian economy. A key focus of the Council will be on climate related financial 
disclosures, highlighting the Canadian government's commitment to the Task Force on Climate-
Related Financial Disclosures, the objective being to achieve as broad as possible coverage 
across the economy in the short term. Further, the Council may work on additional Sustainable 
Finance issues, including broader ESG issues such as gender and diversity. The Council will 
submit to the Ministers of Finance and the Minister of Environmental and Climate Change, 
annually, a letter on its activities and the anticipated areas of focus, including the status of 
Sustainable Finance in Canada and identify any opportunities, challenges and proposed 
solutions. It is expected that by July 2021 the Council will provide a summary of private sector 
perspectives on market readiness, barriers and the impact related to broad adoption of 
enhanced climate-related financial disclosures in Canada aligned with the Task Force on 
Climate-Related Financial Disclosures framework. 

11.46 The proposed Canadian Net-Zero Emissions Accountability Act, introduced to the Canadian 
parliament on 19 November 2020, will formalise Canada’s target to achieve net-zero emissions 
by the year 2050, and establish a series of interim emissions reduction targets at five year 
milestones toward that goal. It will require the Canadian Ministers of Finance, in cooperation 
with the Minister of Environment and Climate Change, to publish an annual report on action the 
federal government has taken to manage the financial risks and opportunities related to climate 
change. The Canadian government also announced a new climate target on 22 April, 2021, of 
reducing Canada’s emissions by 40 to 45% below 2005 levels, by 2030, exceeding and 
replacing Canada’s previous target under the Paris Agreement of 30%. Mobilising capital is a 
critical part of Canada’s work to meet the targets of the Paris Agreement and to achieve net-
zero emissions by 2050, and ensure that Canada continues to have a prosperous economy.  

11.47 In addition to the foregoing, the Bank of Canada issued a report in 2020 stating that there will 
be significant economic risks from climate change and the transition to a low-carbon economy 
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and it is investing into its work on climate change. The Bank of Canada has, together with a 
number of Canadian financial institutions, launched a project with the Office of the 
Superintendent of Financial Institutions to develop a set of climate change scenarios that are 
pertinent for Canada. This will enable participants to explore the potential risk exposures of their 
balance sheets. It is expected that the Bank of Canada will publish the report at the end of 2021 
which details the specific scenarios, methodology, assumptions and key sensitivities. 

11.48 We have seen Ireland similarly taking such steps with the issue of the Ireland for Finance report 
and Dublin becoming a member of FC4S and the European base for FC4S. As part of the 
Ireland for Finance plan, Ireland is engaging in international collaboration to mobilise global 
financial centres in support of the sustainability agenda. Sustainable Finance Ireland via its 
membership of FC4S, will continue to support international collaboration efforts to mobilise 
financial centres globally to further embed the Sustainable Finance agenda in support of 
meeting the Paris Agreement and United Nations Sustainable Development Goals targets. 
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12 Recommendations 

12.1 In light of the findings outlined in this report, we have summarised the key recommendations in 
order to establish Ireland as a hub for Sustainable Finance as follows:  

Legislative, Regulatory 
and Policy 
Recommendations 

 

EU Engagement  To become a hub for Sustainable Finance, Ireland must base 
its actions on reliable benchmarks and guidelines which stem 
from the Action Plan. Ireland should continue its engagement at 
an EU level to shape and influence policy and legislation from 
the early stages prior to the initiation of legislative proposals by 
the European Commission. 

It is also vital the Sustainable Working Groups and the 
recommendations of the Roadmap feed into this process and 
identify any material issues to the ability to grow our Sustainable 
economy.  

We have set out at section 9.7 a case study of this engagement 
and follow-up actions in relation to AIFMD.  

Timely implementation of 
the EU Action Plan 

It is vital that Ireland is at the forefront of the implementation of 
legislation at the earliest opportunity; key to this as a matter of 
priority is how the government implements the Delegated 
Legislation and other measures requiring action of the Member 
States. It is imperative that this is done in a timely manner to 
gain first mover advantage and to establish Ireland as a 
favourable jurisdiction in the area of Sustainable Finance 
comparable to its competitors within Europe: 

Section 2.9 identifies some of the key legal challenges in this 
regard and Appendix I maps the legislative universe. 

Sections 8, 9, 10 and 12 of this Report provide detail on the 
recommendations for dealing with impediments to effective 
implementation in Ireland and concerns raised by members of 
industry associations. 

Resourcing As set out in Appendix I an enormous number of legislative 
proposals emanate from the Action Plan. This is will require 
significant resources, mainly at the Department of Finance. We 
also note that the legislative agenda will be very busy with the 
existing Governmental Programme and potentially an additional 
period of post-pandemic measures. Consideration should be 
given to resourcing in this area well in advance of any 
bottlenecks, e.g. sector experts, legislative draftsmen. 

Industry has a large number of global experts in ESG which 
could be leveraged by Government and Central Bank to assist 
with this process. 
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Legislative, Regulatory 
and Policy 
Recommendations 

 

An Annual Sustainable 
Finance (Miscellaneous 
Amendments) Bill 

Ireland currently has a world-class legal and regulatory 
environment for financial services. However, that environment 
is becoming increasingly complex and it is likely that the tsunami 
of regulations, directives and technical standards emanating 
from the EU will reveal gaps in our domestic laws or the need 
for amendment or development of Irish FP structures. 

We are hugely supportive of the Government's work on 
international financial services. However, recent events have 
shown that the pace of legislative reform in Ireland can be 
impacted by changes in Governmental programmes or 
composition. Significant external factors including Brexit and the 
COVID-19 pandemic can also push legislative proposals down 
the agenda. 

If a dedicated Bill was to be put forward annually it would permit 
both large and incremental changes to our existing legal 
infrastructure and domestic FPs in a timely manner. 

We understand the legislative and policy constraints which have 
sometimes been raised on similar requests.  

However, we see Sustainable Finance as having a broader 
impact across the entire financial eco-system and all IFS 
strategy to at least 2025.   

Indeed, as the work of the Sustainable Working Groups will 
show, FMPs will increasingly become connected across 
different sectors under ESG and Sustainable Finance laws. 

Focus and Execution on 
the Ireland for Finance 
Strategy 

The findings of this Report are highly aligned in key areas with 
the pillars, horizontal priorities, recommendations and action 
points set out in the Ireland for Finance Strategy 2025. 

We note that certain action points have understandably been 
delayed by the COVID-19 pandemic. However, the EU 
Commission has repeatedly stated that it does not want the 
Action Plan to be held-up noting the urgency in addressing the 
climate crisis. 

The Action Plan has a finite window and, in order to be effective, 
it is vital that action points in the Ireland for Finance Strategy 
2025 are completed in advance of the EU deadlines. This may 
require the Sustainable Working Groups to prioritise specific 
actions. 
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Legislative, Regulatory 
and Policy 
Recommendations 

 

Distribution  As set out in Ireland for Finance Action Plan 2021, the 
significant growth in the number of regulated entities relocating 
to Ireland post Brexit presents enormous opportunities.  

One of these opportunities is to establish Ireland as a hub for 
EU and international distribution of FPs. 

Ireland is already recognised as a gateway into the EU for 
financial services utilising the passporting options available 
under various EU regulations and directives. 

Some of the distribution provisions will be updated to require 
distributors to take into account sustainable preferences. For 
example, draft MIFID II changes are due to be introduced by 
October 2022. They will require systematically asking investors, 
at the outset of the sales process, to indicate specifically if they 
have a preference for ESG products – this could cause a radical 
shift in the demand levels for ESG products and how they are 
designed (or indeed the current classification of Article 8 FPs). 

Part of Ireland's strategy on talent should be to upskill our 
distribution professionals as well as creating a favourable 
environment for international firms to relocate their senior 
distribution staff here, e.g. from London post Brexit. 

We also need to ensure that distribution activities may be 
conducted virtually pursuant to appropriate regulation. As an 
island, Ireland lacks some of the land links and proximity 
advantages that other Member States have for pan-EU physical 
marketing. Virtual marketing will also reduce the carbon 
footprint associated with some forms of physical marketing, e.g. 
air travel or the production of hard copy marketing materials. 

The War for Senior ESG 
Talent 

Ireland has seen huge growth in FMPs expanding or relocating 
here post Brexit. 

Sustainable Finance is a long-term growth sector for these 
entities. However, many senior ESG professionals and officers 
have previously been based outside of Ireland and/or are only 
being recruited now. 

While, Ireland offers enormous opportunities and benefits for 
senior management we do hear from clients that relocation 
packages and benefits in other jurisdictions are being more 
aggressively marketed. We recommend that the Sustainable 
Working Groups put forward balanced proposals for 
encouraging the relocation and retention of senior ESG talent. 
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Legislative, Regulatory 
and Policy 
Recommendations 

 

We also note that some of this talent will stem from the skills 
and training initiatives which form part of the Sustainable 
Finance Ireland workstreams. However, this process will take 
time and many multi-national organisations are making 
decisions now.  

Social Impact Projects One criticism levelled at the EU Taxonomy was that it was very 
focused on the "E" in ESG. While tackling the environmental 
challenges facing the globe is a fundamental priority, we should 
not lose sight of the social aims of the European Green Deal 
and the Action Plan. 

In addition focusing on enhancements to the regulatory 
framework to strengthen efforts to eliminate modern slavery, 
bribery, corruption, unethical and unfair practices in the 
workplace and in supply chain management could help 
enhance Ireland's reputation as a jurisdiction which focusses on 
the promotion of social and ethical matters in the financial 
services sector. These recommendations are detailed at section 
9.9 to 9.11 of this Report. 

Further and notwithstanding some laudable efforts in this space 
(Clann Credo, Venture Wave Capital and so on), Ireland has a 
comparatively smaller number of social impact enterprises and 
funds. We would recommend a renewed focus on a social 
impact framework for funds and FPs.  

Section 11 of this report outlines the Luxembourg Société 
d’Impact Sociétal ("SIS"). An SIS is a company whose first 
objective is to generate a measurable positive social or 
environmental impact, the second objective being the financial 
return.  

This is a potential opportunity that we recommend Ireland 
explores. 

Gold-plating We would recommend that a consistent methodological 
approach is adopted with regard to the implementation of 
European regulatory and legislative measures. 

At present, we would not recommend that Ireland introduces 
any form of gold-plated standard on the implementation of 
European regulation in the area of Sustainable Finance in order 
to ensure there is consistency across Member States and to 
avoid greenwashing and product mis-selling. 

We say at present because we are aware of a number of 
initiatives in other Member States including traffic light labelling 
of sustainable FPs (e.g. in Germany). 
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Legislative, Regulatory 
and Policy 
Recommendations 

 

Non-financial corporate reporting is a key area of focus for 
Sustainable Finance and it will be interesting to see how the 
German proposals outlined in our benchmark assessment 
develop. 

Should we see a marked divergence across Member States in 
areas such as the one highlighted above it may be necessary to 
revisit Ireland's position. 

ESG Q&As There is no doubt that the pace of legislative change coupled 
with the phased implementation of key regulations and delayed 
technical standards is creating huge uncertainty in the market. 

We expect much of this uncertainty to be addressed at EU level, 
e.g. by ESMA Guidance. 

However, there are a large number of Irish FMP and FP 
structures which are purely domestic concerns.  

The Central Bank has published detailed Q&As in the areas of 
UCITS, AIFMD, Investment Firms (MiFID), Brexit etc., which 
deal with the impact of EU laws and regulations on Irish 
authorised entities. 

We would recommend: 

(a) updating these existing Q&As to include ESG sections; 
and 

(b) a dedicated ESG Q&A potentially linked to the work of 
the new Climate Change Unit. 

Revisiting the ELTIF ELTIF is a pan-European regime for AIFs which channel the 
capital they raise towards European long-term investments in 
the real economy, in line with the EU objective of smart, 
sustainable and inclusive growth. Many of the features of the 
ELTIF position it as an ideal option for facilitating retail 
investment into sustainable infrastructure and ESG projects. 

As at the date of the latest publication of the ELTIF register 
(https://www.esma.europa.eu/sites/default/files/library/esma34-
46-101_esma_register_eltif_art33.xlsx) there are now 81 
ELTIFs registered in the EU (which represents significant 
growth after a very slow start). 

ELTIFs have been established in Spain, France, Italy and 
Luxembourg. 
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Legislative, Regulatory 
and Policy 
Recommendations 

 

However, to date no ELTIFs have been established in Ireland. 
International managers have commented that this is due to 
some "gold-plating" of the ELTIF requirements in the AIF 
Rulebook. 

We would recommend that the industry submissions previously 
made on ELTIF to solve this issue are revisited in light of its 
increasing numbers and use by global managers. 

Data Provider Regime It is unquestionable that data analytics and the ability to screen 
underlying investments for compatibility with the EU Taxonomy 
and related measures is core to the success of the Action Plan. 

There have been calls in some sectors for regulation of ESG 
data, ratings and research to ensure high standards, 
transparency and reduce the risks of greenwashing (e.g. the 
EFAMA recommendation to the European Commission and 
ESMA's letter to Commissioner McGuinness on ESG rating and 
assessment tools). 

It is not yet clear if these proposals will be formally advanced. If 
not, we would recommend that the Sustainable Working Groups 
examine whether a domestic Irish regime should be adopted. In 
the absence of a coherent framework at EU level, the Roadmap 
should consider a register of data providers, voluntary codes or 
Irish laws and regulations to address the risks of greenwashing, 
capital misallocation, conflicts of interest and product mis-
selling that may arise in this area. 

FinTech There is a window of opportunity for Ireland to strengthen 
alignment between Sustainable Finance and FinTech. We 
would recommend that Ireland uses this window of opportunity 
to establish itself as a hub for Sustainable Finance and as a 
defining force in European and global capital markets in coming 
years. The establishment of a Sustainable Finance innovation 
platform to support Irish efforts in this area and the development 
of anti-greenwashing tools for investors will aid this. 

Benchmarking Process  We note that a separate benchmarking process is underway of 
international domiciles.  

We would recommend that Ireland seeks to emulate the 
initiatives that have been successfully introduced by competitor 
jurisdictions within the EU such as, for example in the case of 
Germany, with the allocation of state assets into sustainable 
investments and the reallocation of equity investments into 
sustainability investments. 
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Legislative, Regulatory 
and Policy 
Recommendations 

 

Longer Maturity Green 
Bonds 

Green bonds are increasingly growing in popularity, Ireland has 
issued sovereign green bonds and corporate Irish bonds have 
also been issued. We would recommend that Ireland continues 
to develop its growing status in this area and explores the 
issuing of sovereign green bonds with longer maturities. 

Tax Measures  

International Tax Reform - 
Consultation 

The clarity and certainty of the Irish tax system should be 
preserved. Ireland has been fully engaged in those international 
tax discussions for many years. As we reform and modernise 
our tax code in line with these international developments, we 
should ensure that such measures are introduced in a manner 
that supports the ESG agenda. Ongoing discussion and 
consultation on the complex tax changes being introduced is 
vital to ensure that Ireland is seen as a stable and reputable 
jurisdiction within which to pool investment capital.  

International Tax Reform – 
Interest Limitation 

As part of the introduction of an interest limitation restriction in 
2022, Ireland should take account of the need to foster 
Sustainable Finance. The interest limitation restriction contains 
exclusions for public infrastructure assets, which should be 
interpreted in a broad manner which encourages investors to 
invest in invest in EU and Irish sustainable projects.  

EII Investments – 
Renewable Energy 
Support Schemes 

The recent consultation on aligning the EII scheme with RESS 
schemes should be progressed, such that Irish individual 
investors can be provided with increased incentives to support 
the provision of sustainable projects.  

VAT Reforms Ireland should make efforts to progress EU VAT reform to allow 
for reduced rates of VAT, not just on construction of energy 
efficient buildings, but also on the refurbishment and retrofitting 
of energy efficient buildings. 
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Appendix I: Sustainable Finance Legislation Map 
Legislative Document Summary Available Key Date Who is in Scope? 

Sustainable Finance 
Disclosure Regulation 

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 

 

 

 

 

 

 

 

 

 

The Regulatory 
Technical Standards 
(''RTS'') 

The Sustainable Finance 
Disclosure Regulation 
(''SFDR'') is aligned with 
the Taxonomy Regulation 
and imposes additional 
disclosure requirements to 
investors on sustainable 
related disclosures by 
financial market 
participants and financial 
advisers in relation to 
financial products. It 
introduces additional 
requirements and common 
criteria for investors to 
determine what activities 
are environmentally 
sustainable and additional 
requirements for 
environmental, social and 
governance (''ESG'') 
products with certain 
characteristics. 

 

The RTS supplement 
SFDR and specify the 
content, methodologies 
and presentation of 
sustainability-related 

https://eur-
lex.europa.eu/legal-
content/EN/TXT/?uri=cele
x%3A32019R2088 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
https://www.esma.europa.
eu/sites/default/files/librar
y/jc_2021_03_joint_esas_

10 March 2021 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 January 2022 

Financial market 
participants and financial 
advisers regulated in the 
EU and / or actively 
marketing their products in 
the EU, including AIFMs, 
UCITS Management 
Companies, MiFID 
authorised entities and 
insurance undertakings 
and their financial 
products, including UCITS, 
AIFs, segregated portfolio 
mandates and pension 
products. 
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Legislative Document Summary Available Key Date Who is in Scope? 

Commission Delegated 
Regulation (EU) 
No…/…supplementing 
Regulation (EU) 
2019/2088 of the 
European Parliament 
and of the Council on 
sustainability-related 
disclosures in the 
financial services sector 
with regard to regulatory 
technical standards 
specifying the content, 
methodologies and 
presentation of 
information in relation to 
sustainability indicators 
and the promotion of 
environmental or social 
characteristics and 
sustainable investment 
objectives in pre-
contractual documents, 
websites and periodic 
reports 

disclosures required under 
the SFDR at both entity 
and product level. 

final_report_on_rts_under
_sfdr.pdf  

Comment 

SFDR seeks to avoid divergent measures across EU Member States to ensure that end-investors are offered standard and comparable 
information, in order to make an informed decision and to determine what activities are environmentally sustainable. It lays down harmonised 
rules on transparency for financial market participants, based on the type of financial products that are being marketed. The RTS were due to be 
finalised by December 2020 ahead of the March 2021 implementation date for SFDR. The delay in the implementation of the RTS has resulted 
in a phased approach - firstly compliance with the high level and principle-based requirements on 10 March 2021; and subsequently compliance 
with enhanced disclosures once the RTS are adopted. 
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Legislative Document Summary Available Key Date Who is in Scope? 

The RTS will ultimately specify the details of the presentation and content of the disclosed information. However, should the RTS have not yet 
been adopted, the prospect of the delayed finalisation of the subsequent updating of the RTS to allow for additional Taxonomy-related disclosure 
requirements creates the potential for significant timing and practical implementation challenges, in particular noting the anticipated 
implementation date of the RTS on 1 January 2022.  

SFDR provides an opportunity to enhance the range of investment products in Ireland and to see Ireland as a domicile for sustainable 
investment funds and with it further employment in the fund administration, accounting and legal sectors. 

Taxonomy Regulation 

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) 

 

 

 

 

 

 

 

 

 

 

The Taxonomy Regulation 
provides for a framework 
to classify environmentally 
sustainable economic 
activities. It sets out the 
criteria and factors to be 
considered for a product or 
activity to be deemed 
''environmentally 
sustainable''. It seeks to 
increase transparency and 
establish clarity on what 
activities are deemed 
''green or ''sustainable''. 

The European Supervisory 
Authorities also launched 
a public consultation on 
the Taxonomy 
Regulation's draft 
regulatory technical 
standards (the ''RTS'') on 
15 March 2021. The 
consultation closed on 12 
May 2021. It is expected 
that the finalised draft RTS 

https://eur-
lex.europa.eu/legal-
content/EN/TXT/?uri=cele
x:32020R0852  

 

 

 

 

https://www.esma.europa.
eu/press-
news/consultations/joint-
consultation-taxonomy-
related-sustainability-
disclosures 

 

 

 

 

 

 

1 January 2022 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Financial market 
participants who offer 
financial products 
including most insurance, 
pension and portfolio 
management providers.  

Financial and non-financial 
companies falling within 
scope of the NFRD and 
individual member states 
and the EU with regard to 
existing or potentially new 
eco-labelling or other 
legislative measure. 
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Commission Delegated 
Regulation  (EU) …/… of 
XXX 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  

 

 

 

 

 

 

will be published by late 
June or early July 2021. 

On 7 May 2021, the 
European Commission 
published for consultation 
a draft Delegated 
Regulation supplementing 
Article 8 of the Taxonomy 
Regulation by specifying 
the content and 
presentation of information 
to be disclosed by 
undertakings subject to 
Articles 19a or 29a of the 
Non-Financial Reporting 
Directive EU/2014/95 on 
environmentally 
sustainable economic 
activities and the 
methodology to comply 
with that disclosure 
obligation. It specifies the 
content and presentation 
of information to be 
disclosed by non-financial 
undertakings, asset 
managers, credit 
institutions, investment 
firms, and insurance 
undertakings; and sets out 
rules on key performance 
indicators. The 
consultation closes on 2 

 

 

https://ec.europa.eu/financ
e/docs/level-2-
measures/taxonomy-
regulation-delegated-act-
2021-article-8-draft_en.pdf 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

May 2021 

 

 

 

 

Financial and non-financial 
undertakings that are 
subject to the disclosure 
obligations laid down in 
Articles 19a and 29a of the 
Accounting Directive 
2013/34/EU such as asset 
managers, credit 
institutions, investment 
firms, and insurance 
undertakings 
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EU Taxonomy Climate 
Delegated Act 

supplementing 
Regulation (EU) 2020/852 
of the European 
Parliament and of the 
Council by establishing 
the technical screening 
criteria for determining 
the conditions under 
which an economic 
activity qualifies as 
contributing 
substantially to climate 
change mitigation or 
climate change 
adaptation and for 
determining whether that 
economic activity causes 
no significant harm to 
any of the other 
environmental 
objectives 

June 2021.The Delegated 
Regulation when final will 
apply from 1 January 
2022. 

The EU Taxonomy 
Climate Delegated Act 
aims to support 
sustainable investment by 
making it clearer which 
economic activities most 
contribute to meeting the 
EU's environmental 
objectives.  

The EU Taxonomy 
Climate Delegated Act is 
to be formally adopted at 
the end of May 2021 once 
translations are available 
in all EU languages. Once 
formally adopted, it will be 
scrutinised by the 
European Parliament and 
the Council for four 
months and when final will 
apply from 1 January 
2022. 

 

 

 

https://ec.europa.eu/financ
e/docs/level-2-
measures/taxonomy-
regulation-delegated-act-
2021-2800_en.pdf  

 

Comments 

The Taxonomy Regulation will require a significant amount of technical input and information gathering in order to determine if the underlying 
investment is environmentally sustainable. Asset managers in particular will need to consider how the requirements will impact their marketing 
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and portfolio specific investment strategies. Once these measures as determined, assets managers will need to identify if they have sufficient 
resources and personnel to meet the requirements.  

The Taxonomy Regulation will be effective from 1 January 2022, however there may be a lack of sufficient information upon which to assess the 
Taxonomy alignment of underlying investee companies. This arises because there is a timing mismatch between the entry into effect of these 
product disclosures, and the timing of reporting by the investee companies under the Taxonomy Regulation. A large part of the investment 
universe, including non-EU and smaller companies will also not be subject to Taxonomy reporting. The Taxonomy delegated acts have only 
recently been published and while asset managers can undertake best endeavours to model data, significant data gaps will exist. There is 
currently no common reporting standard in terms of data and until such time as a common standard is available inconsistencies in the data 
provided may lead to product mis-selling.  

Commission Delegated 
Directive amending 
Delegated Directive (EU) 
2017/593 as regards the 
integration of 
sustainability factors 
and preferences into the 
product governance 
obligations (C(2021) 
2612 final) 

 

 

 

 

 

 

 

 

 

This amendment requires 
that sustainability factors 
and preferences should be 
considered within the 
product governance 
requirements in Delegated 
Directive (EU) 2017/593, 
as part of the product 
oversight and governance 
process. Investment firms, 
will be required to update 
their investment advisory 
and organisational 
processes, to ensure that 
they properly reflect an 
investor’s sustainability 
preferences.  

The Delegated Directive 
will enter into force 20 
days after its publication in 
the Official Journal of the 
EU (the ''OJ''). Member 
States will need to adopt 

http://ec.europa.eu/financ
e/docs/level-2-
measures/mifid-2-
delegated-act-2021-
2612_en.pdf  

 

 

 

 

 

 

 

 

 

 

 

 

21 April 2021 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

MiFID authorised 
investment firms. 
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Commission Delegated 
Regulation amending 
Delegated Regulation 
(EU) 2017/565 as 
regards the integration 
of sustainability factors, 
risks and preferences 
into certain 
organisational 
requirements and 
operating conditions for 
investment firms 
(C(2021) 2616 final) 

 

 

 

 

 

 

Commission Delegated 
Regulation Amending 
Delegated Regulation 
(EU) 2017/2358 and 
Delegated Regulation 

the Delegated Directive 
and measures will apply 
15 months after entry into 
force. 

 
This amendment relates to 
the integration of 
sustainability into 
organisational 
requirements, as well as 
the integration of 
sustainability preferences 
into the suitability process. 
MiFID firms will be 
required to update their 
product origination and 
marketing / distribution 
strategies, to ensure that 
they take account of the 
sustainability preferences. 

The Delegated Regulation 
will enter into force 20 
days after its publication in 
the OJ and will apply 12 
months after publication in 
the OJ. 

 
This amendment 
integrates sustainability 
factors and preferences 
into the product oversight 
and governance 

 

 

 

 

http://ec.europa.eu/financ
e/docs/level-2-
measures/mifid-2-
delegated-act-2021-
2616_en.pdf 

 

 

 

 

 

 

 

 

 

 

 

 

http://ec.europa.eu/financ
e/docs/level-2-
measures/idd-delegated-
act-2021-2614_en.pdf 

 

 

 

 

21 April 2021 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

21 April 2021 

 

 

 

 

 

 

MiFID authorised 
investment firms. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Insurance undertakings 
and distributors. 
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(EU) 2017/2359 as 
regards the integration 
of sustainability factors 
and preferences into the 
product oversight and 
governance 
requirements for 
insurance undertakings 
and insurance 
distributors and into the 
rules on conduct of 
business and 
investment advice for 
insurance-based 
investment products 
(C(2021) 2614 final) 

 

Commission Delegated 
Directive amending 
Directive 2010/43/EU as 
regards the 
sustainability risks and 
sustainability factors to 
be taken into account 
for Undertakings for 
Collective Investment in 
Transferable Securities 
(UCITS) (C(2021) 2617 
final) 

 

 

requirements for insurance 
undertakings and 
insurance distributors and 
into the rules on conduct 
of business and 
investment advice for 
insurance-based 
investment products. 

The Delegated Regulation 
will enter into force 20 
days after its publication in 
the OJ and will apply 12 
months after publication in 
the OJ. 

 

 

This amendment clarifies 
the requirements for 
management companies 
on the integration of 
sustainability risks and 
matters. It also seeks to 
clarify the current 
obligation of UCITS to 
integrate sustainability 
risks and the implications 
of the regulation on 
sustainability related 
disclosures in the financial 
services sector.  

The Delegated Directive 
will enter into force 20 

 

 

 

 

 

 

 

 

 

 

 

 

https://ec.europa.eu/finan
ce/docs/level-2-
measures/ucits-directive-
delegated-act-2021-
2617_en.pdf 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

21 April 2021 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

UCITS management 
companies. 
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Commission Delegated 
Regulation Amending 
Delegated Regulation 
(EU) No 231/2013 as 
regards sustainability 
risks and sustainability 
factors to be taken into 
account by alternative 
investment fund 
managers (C(2021) 2615 
final) 

 

 

 

 

 

 

 

 

days after its publication in 
the OJ. Member States will 
need to adopt the 
Delegated Directive and 
measures will apply 12 
months after publication in 
the OJ. 

 

This amendment clarifies 
AIFMs' current obligations 
to integrate sustainability 
risks in addition to the 
implication of the 
regulation on 
sustainability-related 
disclosures in the financial 
services sector, and in 
particular, where AIFMs 
disclose information in 
connection to the 
consideration of adverse 
sustainability impacts. 

It also clarifies that 
sustainability risks are to 
be reflected in AIFMs' 
processes, systems and 
controls and that the AIFM 
shall retain the necessary 
resources and expertise 
for the effective integration 
of those risks.  

 

 

 

 

 

 

http://ec.europa.eu/financ
e/docs/level-2-
measures/aifmd-
delegated-act-2021-
2615_en.pdf 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

21 April 2021 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

AIFMs. 
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Commission Delegated 
Regulation amending 
Delegated Regulation 
(EU) 2015/35 as regards 
the integration of 
sustainability risks in 
the governance of 
insurance and 
reinsurance 
undertakings (C(2021) 
2628 final) 

 

 

 

 

The Delegated Regulation 
will enter into force 20 
days after its publication in 
the OJ and will apply 12 
months after publication in 
the OJ. 

 

This amendment requires 
sustainability risks be 
reflected by insurance and 
reinsurance undertakings 
in their governance 
systems and the 
assessment of their overall 
solvency needs, as well as 
their risk management 
systems and remuneration 
policies. It also introduces 
the integration of 
sustainability risks into the 
prudent person principle. 

The Delegated Regulation 
will enter into force 20 
days after its publication in 
the OJ and will apply 12 
months after publication in 
the OJ. 

 

 

 

 

 

 
http://ec.europa.eu/financ
e/docs/level-2-
measures/solvency2-
delegated-act-2021-
2628_en.pdf 

 

 

 

 

 

21 April 2021 

 

 

 

 

 

 

Insurance and reinsurance 
undertakings. 

Comments 

The delegated legislation is designed to reinforce obligations contained in SFDR on the integration of sustainability risks. Asset managers will be 
required to integrate investors' sustainability preferences in product governance, financial advice, portfolio management and distribution 
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activities. The UCITS Directive and the AIFMD draft delegated acts clarify the obligations of asset managers, to take into account the 
environmental and social factors in their policies and procedures, investment due diligence and governance, conflicts of interest policies and 
organisational systems and controls. The delegated legislation is subject to scrutiny by the European Parliament and the European Council, it is 
expected that the delegated legislation will apply from around October 2022. 

Securitisation 
Regulation Amendment 
Regulation 

Regulation (EU) 
2021/557 of the 
European Parliament 
and of the Council of 31 
March 2021 amending 
Regulation (EU) 
2017/2402 laying down a 
general framework for 
securitisation and 
creating a specific 
framework for simple, 
transparent and 
standardized 
securitisation to help the 
recovery from the 
COVID-19 crisis 

The Securitisation 
Regulation Amendment 
Regulation introduces a 
new provision which 
mandates the EBA to 
produce a report by 1 
November 2021 on 
developing a sustainable 
securitisation framework 
for the purpose of 
integrating sustainability-
related transparency 
requirements into the 
Securitisation Regulation.  

https://eur-
lex.europa.eu/legal-
content/EN/TXT/PDF/?uri
=CELEX:32021R0557&qi
d=1620120128313&from=
en  

9 April 2021 Securitisations, 
securitising entities, and 
EU-regulated institutional 
investors. 

Comments 

As part of the Securitisation Regulation Amendment Regulation, the European Commission is required to report to the European Parliament and 
the European Council on the creation of a sustainable securitisation framework, with an accompanying legislative proposal. In addition, the 
Securitisation Regulation Amendment Regulation introduces a provision on disclosures of the integration of sustainability risks as provided 
pursuant to SFDR. This aligns with the trend for sustainability in the financial sector and the corresponding opportunities presented by it. In order 
to harmonise information disclosure and to ensure consistency between SFDR and the Securitisation Regulation, regulatory standards may need 
to be developed to build on the work of SFDR and to adapt it for the specifications of securitisations. 
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Low Carbon Benchmark 
Regulation 

Regulation (EU) 
2019/2089 of the 
European Parliament 
and of the Council of 27 
November 2019 
amending Regulation 
(EU) 2016/1011 as 
regards EU Climate 
Transition Benchmarks, 
EU Paris-aligned 
Benchmarks and 
sustainability-related 
disclosures for 
benchmarks 

 

 

 

The Delegated Acts 

Commission Delegated 
Regulation (EU) 
2020/1816 of 17 July 
2020 supplementing 
Regulation (EU) 
2016/1011 of the 
European Parliament 
and of the Council as 
regards the explanation 
in the benchmark 
statement of how 

This Low Carbon 
Benchmark Regulation 
introduces a new category 
of benchmarks comprising 
low-carbon or 
"decarbonised" versions of 
standard indices and 
positive carbon impact 
benchmarks. Provides for 
sustainability-related 
disclosures for all 
benchmarks. All 
benchmarks (except for 
interest rate and currency 
benchmarks) should 
include information as to 
the degree to which they 
align with the Paris 
Agreement. 

 

The Delegated Acts set 
out:  

 sustainability criteria in 
order for a benchmark 
to qualify as an EU 
Climate Transition 
Benchmark or EU 
Paris-aligned 
Benchmark; and 

 the ESG disclosure 
requirements for 
benchmarks provided 

https://eur-
lex.europa.eu/legal-
content/EN/TXT/?uri=CEL
EX:32019R2089  

 

 

 

 

 

 

 

 

 

 

 

https://eur-
lex.europa.eu/legal-
content/EN/TXT/?uri=CEL
EX%3A32020R1816&qid
=1606994496086  

 

 

 

 

 

30 April 2020 

 

 

 

 

 

 

 

 

 

 

 

 

23 December 2020  

 

Benchmark administrators 
and, indirectly, benchmark 
users such as asset 
managers and their 
products 
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environmental, social 
and governance factors 
are reflected in each 
benchmark provided and 
published 

Commission Delegated 
Regulation (EU) 
2020/1817 of 17 July 
2020 supplementing 
Regulation (EU) 
2016/1011 of the 
European Parliament 
and of the Council as 
regards the minimum 
content of the 
explanation on how 
environmental, social 
and governance factors 
are reflected in the 
benchmark methodology 

 

Commission Delegated 
Regulation (EU) 
2020/1818 of 17 July 
2020 supplementing 
Regulation (EU) 
2016/1011 of the 
European Parliament 
and of the Council as 
regards minimum 
standards for EU 
Climate Transition 
Benchmarks and EU 

in accordance with the 
EU Benchmark 
Regulation. 

 

 

 

 

https://eur-
lex.europa.eu/legal-
content/EN/TXT/?uri=CEL
EX:32020R1817  

 

 

 

 

 

 

 

 

https://eur-
lex.europa.eu/legal-
content/EN/TXT/?uri=CEL
EX:32020R1818 
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Paris-aligned 
Benchmarks 

Comments 

The climate benchmarks seek to address the risk of ''greenwashing'' and contribute to an enhanced level of transparency and comparability. By 
introducing standard and quantitative metrics on benchmark composition and disclosure this should reduce the risk of ''greenwashing'' and 
provide investors with the opportunity to implement their views on climate related opportunities across asset classes within their portfolios. The 
requirements will increase the administrative burden as a result of the additional transparency requirements.  

Corporate Sustainability 
Reporting Directive 
(''CSRD'') 

Proposal for a Directive 
of the European 
Parliament and of the 
Council amending 
Directive 2013/34/EU, 
Directive 2004/109/EC, 
Directive 2006/43/EC and 
Regulation (EU) No 
537/2014, as regards 
corporate sustainability 
reporting  

 

The European 
Commission on 21 April 
2021 adopted a proposal 
for a Corporate 
Sustainability Reporting 
Directive, which will 
amend the existing 
reporting requirements of 
the NFRD. The proposal: 

 Extends the scope to 
all large companies 
and all companies 
listed on regulated 
markets (except listed 
micro-enterprises); 

 Requires the audit 
(assurance) of 
reported information; 

 Introduces more 
detailed reporting 
requirements, and a 
requirement to report 

https://eur-
lex.europa.eu/legal-
content/EN/TXT/PDF/?uri
=CELEX:52021DC0188&f
rom=EN  

21 April 2021 All large companies 
(whether listed or not) and 
companies listed on 
regulated markets (with 
some exceptions) 
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according to 
mandatory 
EU sustainability 
reporting standards; 

 Requires companies 
to digitally ‘tag’ the 
reported information, 
so it is machine 
readable and feeds 
into the European 
single access point 
envisaged in the 
Capital Markets Union 
action plan. 

Comments 

The CSRD will introduce more detailed reporting requirements based on EU sustainability reporting standards. The EU sustainability-reporting 
standards will be drafted by the European Financial Reporting Advisory Group. It is anticipated that the standards will be applied for the first time 
to reports published in 2024 in respect of the financial year ending 2023. As a result, companies may need to consider both the Taxonomy 
reporting requirements for the four final environmental objectives (of the Taxonomy) in addition to the reporting requirements under CSRD. 

EU Green Bond 
Standard (the ''EU 
GBS'') 

 

The EU GBS aims to 
provide an official 
European and 
international voluntary 
standard, providing a 
clearly defined protocol for 
issuing green bonds. It is 
designed to enhance the 
effectiveness, 
transparency, 
comparability and 
credibility of the green 

https://ec.europa.eu/info/b
usiness-economy-
euro/banking-and-
finance/sustainable-
finance/eu-green-bond-
standard_en  

https://ec.europa.eu/info/s
ites/info/files/business_ec
onomy_euro/banking_and
_finance/documents/2003
09-sustainable-finance-

Expected Q2 2021 Bond issuers 
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bond market and to 
encourage the market 
participants to issue and 
invest in EU green bonds. 

The European 
Commission's public 
consultation on the EU 
GBS closed in October 
2020. 

The European 
Commission is exploring 
the possibility of a 
legislative initiative for an 
EU Green Bond Standard. 

teg-green-bond-standard-
usability-guide_en.pdf  

Comments 

The EU GBS is a voluntary standard that issuers can choose when issuing green bonds. It is anticipated that the EU GBS will enhance investor 
interest in the asset class and as a result increase the green bond market. It will also provide an opportunity to launch more robust green bonds, 
this will also provide investors with additional support to reach their ESG related targets. The EU GBS will also provide investors with additional 
reports on Taxonomy related issues. It will provide a clear protocol for issuing green bonds which may require additional work for issuers in the 
short term but it likely to enhance issuers' reputations in the long term and enhance the reporting provided to investors. 

Credit Rating Agencies 
Regulations  

Regulation (EU) No 
462/2013 of the 
European Parliament 
and of the Council of 21 
May 2013 amending 
Regulation (EC) No 

ESMA technical advice 
has been issued to the 
European Commission on 
Sustainability 
considerations in the credit 
rating market. 

 It concludes that credit 
rating agencies 
(''CRAs'') are currently 
considering ESG 

https://eur-
lex.europa.eu/legal-
content/EN/TXT/PDF/?uri
=CELEX:32013R0462&fro
m=EN  

 

 

https://www.esma.europa.
eu/sites/default/files/librar

18 July 2020 Credit Rating Agencies 
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1060/2009 on credit 
ratings agencies 

 

factors in their credit 
ratings, whereas the 
extent to which each 
factor is considered 
varies by asset class. 

 It further advises 
against an amendment 
to Regulation (EU) No 
462/2013 (CRA 
Regulation) regarding 
the consideration of 
sustainability 
characteristics in 
CRA’s credit 
assessments. 

ESMA has issued a final 
report guidelines on 
disclosure requirements 
applicable to credit ratings, 
which includes guidance to 
improve the transparency 
of credit rating actions 
concerning the extent to 
which sustainability factors 
have been key driving 
factors behind that action. 

y/esma33-9-
321_technical_advice_on
_sustainability_considerati
ons_in_the_credit_rating_
market.pdf  

 

https://www.esma.europa.
eu/sites/default/files/librar
y/esma33-9-
320_final_report_guidelin
es_on_disclosure_require
ments_applicable_to_cred
it_rating_agencies.pdf  

Comments 

The guidelines aim to harmonise the presentation and content of CRAs’ most common credit rating related disclosures, in order to increase 
investors’ protection and further assist the users of credit ratings to perform their own due diligence. A higher uptake of the guidelines will mean 
that CRA regulatory requirements on the presentation of credit ratings and ratings outlooks will be more consistently applied which will contribute 
to its mandate to promote investor protection and orderly financial markets, it will also improve the transparency around whether and how ESG 
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factors are considered as part of the credit rating. It is expected that the implementation of the guidelines will have additional initial, ongoing or 
ad-hoc costs. 

Implementing Technical 
Standards (ITS) on 
prudential disclosures 
on ESG risks in 
accordance with Article 
449a CRR (the "ITS") 

Commission 
Implementing 
Regulation (EU) No …/... 
amending Commission 
Implementing 
Regulation (EU) …/… 
laying down 
implementing technical 
standards with regard to 
public disclosures by 
institutions of the 
information referred to in 
Titles II and III of Part 
Eight of Regulation (EU) 
No 575/2013 of the 
European Parliament 
and of the Council 

The draft ITS specifies the 
Pillar 3 ESG disclosure 
standards required under 
the capital requirements 
regulation (EU) 575/2013 
("CRR") including: 

 Tables for qualitative 
disclosures on ESG 
risks; 

 Templates with 
quantitative 
disclosures on climate 
change transitional 
risk; 

 Templates with 
quantitative 
disclosures on climate 
change physical risk; 
and 

 Templates with 
quantitative 
information and KPIs 
on climate change 
mitigating measures, 
including the green 
asset ratio ("GAR") on 
taxonomy-aligned 
activities and other 
mitigating actions. 

https://www.eba.europa.e
u/sites/default/documents/
files/document_library/Pu
blications/Consultations/2
021/Consultation%20on%
20draft%20ITS%20on%2
0Pillar%20disclosures%2
0on%20ESG%20risk/963
621/Consultation%20pap
er%20on%20draft%20ITS
%20on%20Pillar%203%2
0disclosures%20on%20E
SG%20risks.pdf  

June 2022 Large institutions with 
traded securities in EU 
official markets 
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Comments 

Article 449a of the CRR, requires large institutions with securities traded on a regulated market of any Member State to disclose prudential 
information on ESG risks, including physical risks and transition risks. Article 434a of the CRR mandates the EBA to develop draft implementing 
technical standards specifying uniform formats and associated instructions for the disclosure of this information in a way that conveys sufficiently 
comprehensive and comparable information for users of that information to assess the risk profile of institutions.  

The draft ITS is designed to meet this obligation and, among other things, promote transparency and allow investors to compare the 
sustainability performance of financial institutions. 

Institutions must start disclosing the information required under the ITS from June 2022. The first disclosure shall be annual and semi-annual 
thereinafter. The EBA will follow a sequential approach, in line with the phasing approach under the Taxonomy and other EU initiatives. 

Investment Firms 
Regulation (IFR) and 
Investment Firms 
Directive (IFD) 

Article 53 IFR stipulates 
that investment firms must 
disclose information on 
environmental, social and 
governance risks, including 
physical risks and 
transition risks, once in the 
first year and then 
biannually.  

Article 35 IFD stipulates 
that the EBA must report 
on technical criteria for 
exposures of activities 
associated with ESG 
objectives.  

https://eur-
lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=
CELEX:32019R2033&fro
m=EN  

 

December 2022 

 

 

Class 2 and Class 3 
investment firms  

 

 

Comment:  IFR and IFD introduce a new prudential regime for MiFID investments in Europe which aims at introducing more 
proportionate rules for all MiFID investment firms in relation to capital, liquidity and other risk management. It also 
aims to ensure more equality between large and systemic financial institutions.  The only requirements in the IFD 
and IFR relating to Sustainable Finance are outlined above and will not be a mandatory disclosure for the relevant 
investment firms for some time.   
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Legislative Document Summary Available Key Date Who is in Scope? 

Guidelines on Loan 
Origination and 
Monitoring 

EBA guidelines on 
Article 74(1) of Directive 
2013/36/EU, Article 79 of 
that directive, and 
Chapter 6 of Directive 
2014/17/EU and Article 8 
of Directive 2008/48/EC. 

The Guidelines specify the 
EBAs expectations on 
loan origination and 
monitoring in the areas of:  

(i) Internal Governance 

(ii) Loan Origination 
Procedures 

(iii) Pricing 

(iv) Valuation of 
immovable and 
movable property 

(v) Monitoring framework 

 

https://www.eba.europa.e
u/sites/default/documents/
files/document_library/Pu
blications/Guidelines/2020
/Guidelines%20on%20loa
n%20origination%20and
%20monitoring/884283/E
BA%20GL%202020%200
6%20Final%20Report%2
0on%20GL%20on%20loa
n%20origination%20and
%20monitoring.pdf  

https://eur-
lex.europa.eu/legal-
content/EN/TXT/PDF/?uri
=CELEX:32013L0036&fro
m=EN 

https://eur-
lex.europa.eu/legal-
content/EN/TXT/PDF/?uri
=CELEX:32014L0017&qid
=1621870420561&from=
EN 

https://eur-
lex.europa.eu/legal-
content/EN/TXT/PDF/?uri
=CELEX:32008L0048&qid
=1621870489606&from=
EN  

30 June 2021 Credit institution or 
investment firm 

Comment: The Guidelines were developed in response to the Action Plan in order to reduce the high level of non-performing 
exposures. They incorporate a dual focus of prudential framework and consumer protection aspects.  
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Legislative Document Summary Available Key Date Who is in Scope? 

Aspects such as internal governance controls for credit-granting and a differentiated assessment of creditworthiness 
of borrowers, depending on the type of borrower, are highlighted in the guidelines. It introduces certain supervisory 
expectations around risk-based pricing of loans and provides guidance on the valuation of immovable and moveable 
property. The guidelines also include monitoring requirements for the assessment of credit risk and credit exposures.  
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Appendix II: Glossary of Terms 
AIFMD 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, as may be amended 
from time to time 

Benchmark Regulation Regulation (EU) 2016/1011 of the European Parliament and of the 
Council of 8 June 2016 on indices used as benchmarks in financial 
instruments and financial contracts or to measure the performance 
of investment funds and amending Directives 2008/48/EC and 
2014/17/EU and Regulation (EU) No 596/2014 

Brexit The U.K.'s withdrawal from the European Union 

Capital Requirements 
Regulation 

Regulation (EU) 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 

Central Bank The Central Bank of Ireland 

CMU Action Plan The plan for a capital markets union published by the European 
Commission on 24 September 2020 

Credit Rating Agencies 
Regulation 

Regulation (EU) No 462/2013 of the European Parliament and of the 
Council of 21 May 2013 amending Regulation (EC) No 1060/2009 
on credit ratings agencies 

EBA The European Banking Authority 

ECB The European Central Bank 

EFAMA The European Fund and Asset Management Association 

EIOPA The European Insurance and Occupational Pensions Authority 

EII The Employment Investment Incentive, a tax relief scheme 

ESG Environmental, social and governance 
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ESMA The European Securities and Markets Authority 

EU Directives Legal acts which Member States must incorporate into national law 
(transpose) in order to achieve the objectives set by the directive 

EU Green Bond 
Standard 

The proposed EU and international voluntary standard for the 
issuance of green bonds 

EU Regulations Legal acts that apply automatically and uniformly to all Member 
States as soon as they enter into force, without needing to be 
transposed into national law 

Euronext The pan-European exchange group 

European Green Deal The European Commission's plan to make the European Union's 
economy sustainable 

Eurozone Those Member States that have adopted the euro as their currency 

FATF The Financial Action Task Force, a global money laundering and 
terrorist financing watchdog 

Insurance Distribution 
Directive 

Directive (EU) 2016/97 of the European Parliament and of the 
Council of 20 January 2016 on insurance distribution as may be 
amended from time to time 

InvestEU The successor programme to the Investment Plan for Europe, 
bringing together the European Fund for Strategic Investments and 
13 other EU financial instruments 

Level 2 RTS The regulatory technical standards specifying the content, 
methodologies and presentation of information in relation to 
sustainability indicators and the promotion of environmental or social 
characteristics and sustainable investment objectives in pre-
contractual documents, websites and periodic reports 
supplementing SFDR 

Low Carbon 
Benchmark Regulation 

Regulation (EU) 2019/2089 of the European Parliament and of the 
Council of 27 November 2019 amending Regulation (EU) 2016/1011 
as regards EU Climate Transition Benchmarks, EU Paris-aligned 
Benchmarks and sustainability-related disclosures for benchmarks 

Member State A member state of the European Union 

MiFID II The Markets in Financial Instruments Directive 2014/65/EU, 
Commission Delegated Directive (EU) 2017/593 and Regulation 
(EU) No. 600/2014) transposed into Irish law by the European Union 
(Markets in Financial Instruments) Regulation 2017 
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Non-Financial 
Reporting Directive or 
"NFRD"  

Directive 2014/95/EU of the European Parliament and of the Council 
of 22 October 2014 amending Directive 2013/34/EU as regards 
disclosure of non-financial and diversity information by certain large 
undertakings and groups 

OECD The Organisation for Economic Co-operation and Development 

Paris Agreement The international treaty on climate change adopted by 196 Parties at 
Paris on 12 December 2015 

RESS The Renewable Electricity Support Scheme 

Sustainable Finance 
Disclosure Regulation 
or "SFDR" 

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 

SME Small and medium-sized enterprise 

Statutory Instrument An order, regulation, rule, scheme or bye-law made in exercise of a 
power conferred by statute 

Sustainable Europe 
Investment Plan 

The investment component of the European Green Deal 

Sustainable Finance The process of taking ESG considerations into account when 
making investment decisions in the financial sector, leading to more 
long-term investments in sustainable economic activities and 
projects 

Sustainable Finance 
Skillnet 

The national network working to develop skills and leadership 
capacity to advance ESG best practice across Ireland’s financial 
services sector 

Taxonomy Regulation 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) 

UCITS Directive Directive 2009/65/EC of the European Parliament and of the Council 
of 13  July 2009 on the coordination of laws, regulations and 
administrative provisions relating to undertakings for collective 
investment in transferable securities (UCITS) as amended, from time 
to time 
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