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SFDR Level 2 Decision Tree

On 25 July 2022, SFDR Level 2 was published in the EU Official Journal with no change to the previously
indicated effective date of 1 January 2023. There are also no material amendments to the Level 2 measures
adopted by the Commission in April this year (see here for further details) which means that the final Level 2
measures materially reflect the ESA RTS adopted in February and October 2021.

In addition, ESMA has published word versions of the disclosure templates at Annex 1-5 of SFDR Level 2
which are accessible here on its website.

Decision tree
SFDR Level 2 sets out detailed and prescriptive disclosure obligations in respect of:

1. fund managers' consideration of the principal adverse impacts (PAls) of investment decisions on
sustainability factors; and

2. funds with environmental or social (E/S) characteristics in scope of SFDR Article 8 and funds targeting
sustainable investments in scope of SFDR Article 9.

The decision tree below may be used by fund managers in determining whether they are, based on their SFDR
(L1) compliance approach, in scope of Level 2 (L2) disclosure rules and if so, the relevant disclosure rules to
which they will be subject from 1 January 2023 (other than where indicated).

Note, L1 rules came into effect on 10 March 2021 other than those in respect of financial report disclosures for
funds in scope of Articles 8 or 9, which came into effect on 1 January 2022, and fund-level PAI disclosures,
which come into effect on 30 December 2022.


https://www.williamfry.com/docs/default-source/funds-updates/sfdr-level-2-published.pdf?sfvrsn=5a7ae25f_0
https://www.esma.europa.eu/document/sfdr-templates
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Do you consider entity-level PAls per L1
Art. 4(1){a)?

Do any of the funds under management have, as an E/S
characteristic/part of a sustainable investment target, the

Do you consider fund-level PAls per
L1 Art. 7(1)?

Do any of the funds under management have,
as an E/S characteristic/part of a sustainable
investment target, the consideration of PAl as

part of the fund investment policy?

3
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Do any funds under management have other E/S
characteristics or target sustainable investments?

o

Do any of the funds under management have,

as an EfS characteristic/part of a sustainable

investment target, the consideration of PAIl as
part of the fund investment policy?

v

Do any funds under management have other £/S
characteristics or target sustainable investments?

consideration of PAI as part of the fund investment policy?

€3

3
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Do any funds under management have other
E/S characteristics or target sustainable
investments?

v

The fund manager must make:
Website disclosure of:

no entity-level PAl consideration (L1
Art. 4(1)(b) & L2 Art.12)

fund-level E/5 characteristics (L1 Art.
10 & L2 Chap. IV, Sect 1) and/or fund-
level sustainable investment target (L1
Art. 10& L2 Chap. IV, Sec. 2)

Pre-contractual disclosure of:

no entity-level PAl consideration (L1
Art. 7(2))

fund-level EfS characteristics (L1 Art 8
& L2 Chap. Ill, Sec. 1 plus Annex Il)
and/or fund-level sustainable

investment target (L1 Art. 9 & L2 Chap.

1, Sec. 2 plus Annex lil template)

Financial report disclosure of:

fund-level E/S characteristics (L1 Art.
11 & L2 Chap. V, Sec. 1 plus Annex IV)
and/or fund-level sustainable
investment target (L1 Art. 11 & L2
Chap. ¥, Sec. 2 plus Annex V template)

The fund manager must

make:

Website disclosure of:

* no entity-level PAI
consideration (L1 Art,
4(1)(b) & L2 Art.12)

Pre-contractual disclosure of:

* no entity-level PAI
consideration (L1 Art.
72)

The fund manager must make:

Website disclosure of:

+  entity-level PAl consideration (L1 Art.
4(1)(a) 4(2) & L2 Chapter II, Sec. 1 plus
Annex 1template®)

+  fund-level E/S characteristics (L1 Art. 10
& L2 Chap. IV, Sect 1) and/or funcHlevel
sustainable investment target (L1 Art.
10 & L2 Chap. IV, Sec. 2)

Pre-contractual disclosure of:

» fund-level E/S characteristics (L1 Art. 8
& L2 Chap. I, Sec. 1 plus Annex 1)
and/or fund-level sustainable
investment target (L1 Art. 9 & L2 Chap.
1l, Sec. 2 plus Annex Il template)

Financialreport disclosure of:

» fund-level E/S characteristics (L1 Art. 11
& L2 Chap. V, Sec. 1 plus Annex V)
and/or fund-level sustainable
investment target (L1 Art. 11 & L2 Chap.
W, Sec. 2 plus Annex V template)

*effective 30 June 2023

The fund manager must

make:

Website disclosure of:

s entity-level PAI
consideration (L1
Art. 4(1)(a), 4(2) &
L2 Chapter I, Sec. 1
plus Annex 1
template*)

Pre-contractual

disclosure of:

+ no fund-level PAI
consideration (L1
Art. 7(1))

*effective 30 June 2023

The fund manager must make:

Website disclosure of:

» entity-level PAI consideration (L1 Art.
4{1)(a), 4(2) & L2 Chapter I, Sec. 1 plus
Annex 1 template®)

» fund-level E/S characteristics (L1 Art. 10
& L2 Chap. IV, Sect 1) and/for fund-level
sustainable investment target (L1 Art.
10 & L2 Chap. IV, Sec. 2)

Pre-contractual disclosure of:

» fund-level E/S characteristics (L1 Art. 8
& L2 Chap. Ill, Sec. 1 plus Annex 1)
and/or fund-level sustainable
investment target (L1 Art. 9 & L2 Chap.
1ll, Sec. 2 plus Annex Ill template)

Financial report disclosure of:

» fund-level E/S characteristics (L1 Art. 11
& L2 Chap. V, Sec. 1 plus Annex IV)
and/or fund-level sustainable
investment target (L1 Art. 11 & L2
Chap. v, Sec. 2 plus Annex V template)

*effective 30 June 2023

The fund manager must

make:

Website disclosure of:

= entity-level PAI
consideration (L1 Art.
4(1)(a), 4(2) & L2
Chapter II, Sec. 1 plus
Annex 1 template®)

Pre-contractual disclosure

of:

*  fund-level PAI

consideration (L1 Art.

7(1)**)

ial report discl (]

]

of:
s fund-level PAIs (L1
Art. 7(1)**)

* effective 30 June 2023
**effective 30 Dec 2022
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