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New regulations focus on sustainability in the financial 
services sector (Part 2 – BMR Amendment)

Part 1 of this advisory series provides an overview of the key provisions of the Disclosures Regulation. This part looks at the key provisions of 
the regulation amending the Benchmarks Regulation1 to create two new categories of benchmarks (the “BMR Amendment”)2 . 

The BMR Amendment introduces two new benchmark classifications, namely, EU Climate Transition Benchmarks and EU Paris-aligned 
Benchmarks as two distinct categories of low carbon benchmarks with the aim of ensuring consistent understanding among benchmark users 
of the objectives of a particular low carbon benchmark (i.e. whether the benchmark is aligned to the ideals of the Paris Agreement or is aimed 
at lowering the carbon footprint of the underlying portfolio). 

The BMR Amendment also introduces additional information which benchmark administrators need to disclose in respect not only of EU 
Climate Transition Benchmarks and EU Paris-aligned Benchmarks but all other types of benchmarks, interest rate and foreign exchange 
benchmarks are excluded from certain of these requirements as detailed below.   

BMR Amendment - Key dates

EU Climate Transition Benchmarks and EU Paris-aligned Benchmarks 
to comply with requirements

30 April 2020

All benchmarks3  to indicate how ESG factors are reflected 30 April 2020

All benchmark administrators4 to explain how methodology aligns 
with the target of carbon emission reductions or attains the 
objectives of the Paris Agreement.

31 December 2021

In order to be labelled as an EU Climate Transition Benchmark: 

a. the underlying assets of an index must be selected, weighted or excluded in such a manner that the resulting benchmark portfolio is 
on a decarbonisation trajectory (defined in the BMR Amendment as “a measurable, science based and time bound trajectory towards 
alignment with the objectives of the Paris Agreement by reducing Scope 1, 2 and 3 carbon emissions5 …”); and 

b. it must be constructed in accordance with the minimum standards set out in the delegated acts to be adopted which will specify:  

 » the criteria for the choice of the underlying assets, including, where applicable, any criteria for excluding assets; 

1 Regulation (EU) 2016/1011
2 Regulation (EU) 2019/2089
3 Details of exceptions set out below.
4 Details of exceptions set out below.
5 Scope 1 carbon emissions are described as emissions generated from sources that are controlled by the company that issues the underlying assets.  
 Scope 2 carbon emissions are described as emissions from the consumption of purchased electricity, steam or other sources of energy generated  
 upstream from the company that issues the underlying assets. Scope 3 carbon emissions are described as all indirect emissions that are not covered  
 with Scope 1 or 2 that occur in the value chain of the reporting company including both upstream and downstream emissions, in particular for  
 sectors with a high impact on climate change and its mitigation.

December 2019
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 » the criteria and method for the weighting of the underlying assets in the benchmark; and

 »  the determination of the decarbonisation trajectory for EU Climate Transition Benchmarks.

In order to be labelled as an EU Paris-aligned Benchmark: 

a. the underlying assets of an index must be selected, weighted or excluded in such a manner that the resulting benchmark portfolio’s 
carbon emissions are aligned with the objectives of the Paris Agreement; 

b. it must be constructed in accordance with the minimum standards set out in the delegated acts to be adopted which will specify: 

 » the criteria for the choice of the underlying assets, including, where applicable, any criteria for excluding assets; and

 » the criteria and method for the weighting of the underlying assets in the benchmark; and

c. the activities relating to its underlying assets do not significantly harm other environmental, social and governance (“ESG”) objectives.  

Additional requirements relating to the methodology that must be used to calculate both types of benchmarks are set out in the annex to the 
BMR Amendment including: 

a. the criteria applied to exclude assets or companies that are associated with a level of carbon footprint or a level of fossil fuel reserves 
that are incompatible with inclusion in the benchmark; 

b. the type and source of data used to determine the decarbonisation trajectory; and 

c. the total carbon emissions of the portfolio. 

Administrators of EU Climate Transition Benchmarks shall select, weight, or exclude underlying assets issued by companies that follow a 
decarbonisation trajectory by 31 December 2022 in accordance with the following requirements: 

a. the companies disclose measurable carbon emission reduction targets to be achieved within specific timeframes;

b. the companies disclose a reduction in carbon emissions which is disaggregated down to the level of relevant operating subsidiaries; 

c. the companies disclose annual information on progress made towards those targets; and

d. the activities relating to the underlying assets do not significantly harm other ESG objectives.

By 1 January 2022, benchmark administrators located in the EU that provide significant benchmarks shall endeavour to provide one or more 
EU Climate Transition Benchmarks. 

Additional information to be included in respect of all benchmarks 
By 30 April 2020, benchmark administrators will be required to: 

a. provide an explanation of how the key elements of the methodology being used for each benchmark or family of benchmarks 
provided and published by each benchmark administrator reflects ESG factors. Interest rate and foreign exchange benchmarks are 
excluded from this requirement. Delegated acts will be adopted setting out the minimum content of this explanation; 

b. include in the benchmark statement an explanation of how ESG factors are reflected in each benchmark or family of benchmarks 
provided or published by the benchmark administrator. Where a benchmark or family of benchmarks does not pursue ESG objectives 
it is sufficient for the benchmark administrator to clearly state in the benchmark statement that such objectives are not pursued. 
Where a benchmark administrator does not offer an EU Climate Transition Benchmark or EU Paris-aligned Benchmark or has no 
benchmarks that pursue ESG objectives, the benchmark statements for each benchmark provided by that administrator must include 
this information; and

c. disclose in the benchmark statement details on whether or not and to what extent a degree of overall alignment with the target of 
reducing carbon emissions or the attainment of the Paris Agreement is ensured in accordance with the Disclosures Regulation. This 
applies only to significant6 equity and bond benchmarks as well as EU Climate Transition Benchmarks and EU Paris-aligned Benchmarks. 

6          Article 24 of the Benchmarks Regulation provides that a benchmark is “significant” if (i) it is used directly or indirectly within a combination of bench 
          marks as a reference for financial instruments or financial contracts or for measuring the performance of investments funds having a total average  
           value of at least €50 billion on the basis of all the range of maturities or tenors of the benchmark, where applicable, over a period of six months; or  
            (ii) it has no or very few appropriate market-led substitutes and, in the event that the benchmark ceases to be provided or is provided on the basis of  
         input data no longer fully representative of the underlying market or economic reality or unreliable input data, there would be a significant and  
           adverse impact on market integrity, financial stability, consumers, the real economy or the financing of households or businesses in one or more EU  
             member states; and it does not fulfil any of the conditions to be considered a critical benchmark.
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Disclaimer
The information contained in this advisory is necessarily brief and general in nature and does not constitute legal or taxation advice. Appropriate legal or other professional advice 
should be sought for any specific matter.

By 31 December 2021, benchmark administrators will be required to include in the benchmark statement an explanation as to how their 
methodology aligns with the target of carbon emission reductions or attains the objectives of the Paris Agreement. This applies for each 
benchmark or family of benchmarks provided with the exception of interest rate and foreign exchange benchmarks. 

Other amendments to the Benchmarks Regulation 
Other amendments made to the Benchmarks Regulation by the BMR Amendment include:

a. extending the maximum mandatory administration period and maximum mandatory contribution period  for a critical benchmark from 
24 months to five years; 

b. confirmation that existing benchmarks recognised as critical benchmarks may continue to be used until 31 December 2021; and 

c. the use of benchmarks provided by third country administrators shall only be permitted until 31 December 2021 unless an equivalence 
decision has been adopted, the administrator has been recognised or the benchmark has been endorsed prior to that date. This period 
has been extended from 1 January 2020.  

Next Steps
Benchmark administrators will need to take steps to comply with the BMR Amendment within the timeframes set out above. 

Work is continuing on the other aspects of the action plan on sustainable finance. Negotiation is currently ongoing in respect of the 
establishment of a framework to facilitate sustainable investment through the creation of a unified classification system (or taxonomy). 
Work is being undertaken in relation to the establishment of EU labels for green financial products. Amendments are being considered to 
the legislation governing UCITS, AIFMs, insurers and investment firms and advisers to clarify how sustainability risks and other sustainability 
factors can be integrated into organisational, operational and risk management processes. 

We will prepare further updates as further regulations are published in respect of these other sustainable finance measures. If you have any 
queries on the content of this advisory please speak to your usual contact in Walkers or connect with: 
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