FAQ

Frequently Asked Questions
EU Low Carbon Benchmark Regulation
The EU Low Carbon Benchmark Regulation requires administrators of benchmarks (other than interest
rate and FX) to comply with new requirements to disclose ESG factors in their methodology documents
and benchmark statements. The delegated regulations ((EU) 2020/1816 and (EU) 2020/1817) for ESG
disclosure (“Delegated Regulations”) are effective as of Dec. 23, 2020.

EU LOW CARBON BENCHMARK REGULATION
1. What are the regulations, and what do they aim to achieve? The EU Low Carbon
Benchmark Regulation amends the EU Benchmark Regulation in two ways: first, it introduces
two new benchmark classifications—EU Climate Transition Benchmarks (EU CTB) and EU
Paris-Aligned Benchmarks (EU PAB)—and second, it requires administrators of ESG
benchmarks to publish certain information. Administrators of benchmarks that pursue ESG
objectives must (i) publish an explanation of how key elements of the methodology reflect ESG
factors; and (ii) explain in the benchmark statement how ESG factors are reflected for each
benchmark or family of benchmarks. The aims of the Delegated Regulations are to:
•
•
•

Create a common framework of requirements that promotes consistency, leading to
greater comparability between benchmarks;
Clearly state if a benchmark pursues ESG objectives, helping investors to identify them;
and
Generate greater transparency of a benchmark’s objectives to help investors understand
them more easily.

2. When did the Delegated Regulations come into effect? The Delegated Regulations are
effective as of Dec. 23, 2020.
3. Where does the EU Low Carbon Benchmark Regulation originate from? The European
Commission published its action plan for financing EU sustainable growth in March 2018.1 A
primary objective of the sustainable finance action plan is to channel private investment into the
transition to a climate-neutral economy. One of the initiatives that the EU has implemented to
help achieve this goal is the amendment of the EU Benchmark Regulation. This amendment
enhances the ESG transparency of benchmark methodologies and specifies minimum
methodology standards for low carbon benchmarks in the EU.
4. What are the disclosures required by the Delegated Regulations? The EU Low Carbon
Benchmark Regulation requires benchmark administrators to make ESG disclosures in two
separate documents: the benchmark methodology and the benchmark statement. In addition,
the Delegated Regulations mandate the use of specific disclosure templates.
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https://ec.europa.eu/info/publications/sustainable-finance-renewed-strategy_en.
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a. Explanation on how ESG factors are reflected in the benchmark methodology:2
Administrators of ESG benchmarks are required to use a specific template, to be
appended to the benchmark methodology, to disclose information, such as whether the
benchmark methodology takes ESG factors into account and if so, which ESG factors
are considered and how. The disclosures also require a description of the sources of
ESG data used by the methodology, such as whether the data are provided by internal
or external sources and whether the data are modeled or reported.
b. Explanation in the benchmark statement on how ESG factors are reflected in each
benchmark:3 Administrators of ESG benchmarks are also required to append a specific
template to each benchmark statement with information, such as whether the series of
benchmarks governed by the benchmark statement take ESG factors into account and if
so, which ESG factors are considered and how; whether the series of benchmarks
contain any EU CTBs or EU PABs; the disclosure of specified index-level ESG metrics
for the benchmark’s asset class; information on the source of ESG data used by the
methodology like whether the data are provided by internal or external sources and
whether the data are modeled or reported.
There is significant overlap between the disclosures required to be made in the methodology
document and the benchmark statement.
c. Disclosures for EU CTBs and EU PABs: For benchmark statements containing any
EU CTBs or EU PABs, additional disclosures are required: the forward-looking year-onyear decarbonization trajectories; the extent to which the benchmarks have achieved the
levels of decarbonization required by the minimum standards set for EU CTBs and EU
PABs; the level of active share for each EU CTB or EU PAB; the alignment of the
benchmarks with the greenhouse gas emissions reductions and objectives of the Paris
Agreement; and information regarding the climate models, temperature scenarios, data
sets, and methodology used to measure the alignment of the benchmarks with their
required decarbonization trajectory.
The Delegated Regulations allow benchmark administrators to provide data, such as the ESG
and EU CTB- or EU PAB-specific index-level metrics in other formats, such as in files or
documents provided via a public-facing website.
5. Which benchmarks need to have these disclosures? All benchmarks4 are subject to the
ESG disclosure requirements. In addition, administrators must also use the specified templates
for non-ESG benchmarks. Note that non-EU administrators have until Dec. 31, 2021,5 to
comply with the EU Benchmark Regulation.
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Commission Delegated Regulation (EU) 2020/1817 is available via https://eur-lex.europa.eu/legalcontent/EN/TXT/?uri=uriserv%3AOJ.L_.2020.406.01.0012.01.ENG&toc=OJ%3AL%3A2020%3A406%3ATOC.
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Commission Delegated Regulation (EU) 2020/1816 is available via https://eur-lex.europa.eu/legalcontent/EN/TXT/PDF/?uri=CELEX:32020R1816&from=EN.
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As defined in Article 3(1)(3) Regulation (EU) 2016/1011.
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Article 51(5) of the EU Benchmark Regulation. The third country transition period is expected to be extended until Dec. 31, 2023.
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6. Where can I find out more information about the EU Low Carbon Benchmark Regulation
and the EU Benchmark Regulation? The Regulatory Information page on S&P DJI’s website
contains more information on the EU Benchmark Regulation. On this page there is also an area
with resources relating to the EU Low Carbon Benchmark Regulation.
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GENERAL DISCLAIMER
Copyright © 2020 S&P Dow Jones Indices LLC. All rights reserved. STANDARD & POOR’S, S&P, S&P 500, S&P 500 LOW VOLATILITY
INDEX, S&P 100, S&P COMPOSITE 1500, S&P MIDCAP 400, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, DIVIDEND
ARISTOCRATS, S&P TARGET DATE INDICES, GICS, SPIVA, SPDR and INDEXOLOGY are registered trademarks of Standard & Poor’s
Financial Services LLC, a division of S&P Global (“S&P”). DOW JONES, DJ, DJIA and DOW JONES INDUSTRIAL AVERAGE are registered
trademarks of Dow Jones Trademark Holdings LLC (“Dow Jones”). These trademarks together with others have been licensed to S&P Dow
Jones Indices LLC. Redistribution or reproduction in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC.
This document does not constitute an offer of services in jurisdictions where S&P Dow Jones Indices LLC, S&P, S&P Trucost Limited, S&P
Global, Inc., Dow Jones or their respective affiliates (collectively “S&P Dow Jones Indices”) do not have the necessary licenses. Except for
certain custom index calculation services, all information provided by S&P Dow Jones Indices is impersonal and not tailored to the needs of
any person, entity or group of persons. S&P Dow Jones Indices receives compensation in connection with licensing its indices to third parties
and providing custom calculation services. Past performance of an index is not an indication or guarantee of future results.
It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be available through investable
instruments based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other
investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index. S&P
Dow Jones Indices makes no assurance that investment products based on the index will accurately track index performance or provide
positive investment returns. S&P Dow Jones Indices LLC is not an investment advisor, and S&P Dow Jones Indices makes no representation
regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such investment
fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are
advised to make an investment in any such fund or other vehicle only after carefully considering the risks associated with investing in such
funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of the investment fund or
other investment product or vehicle. S&P Dow Jones Indices LLC is not a tax advisor. A tax advisor should be consulted to evaluate the
impact of any tax-exempt securities on portfolios and the tax consequences of making any particular investment decision. Inclusion of a
security within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be
investment advice.
These materials have been prepared solely for informational purposes based upon information generally available to the public and from
sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data,
research, valuations, model, software or other application or output therefrom) or any part thereof (“Content”) may be modified, reverseengineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written
permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and
its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness,
timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the
cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES
INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE
WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the
possibility of such damages.
S&P Global keeps certain activities of its various divisions and business units separate from each other in order to preserve the independence
and objectivity of their respective activities. As a result, certain divisions and business units of S&P Global may have information that is not
available to other business units. S&P Global has established policies and procedures to maintain the confidentiality of certain non-public
information received in connection with each analytical process.
In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities,
investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries, and accordingly may receive
fees or other economic benefits from those organizations, including organizations whose securities or services they may recommend, rate,
include in model portfolios, evaluate or otherwise address.
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