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Disclosure Regulation (UE) 2019/2088 

Information to be provided to investors pursuant to Article 10, paragraph 1, of 
Regulation (EU) No. 2019/2088 of November 27, 2019 on sustainability reporting 
in the financial services sector with regard to FIEE ENERGY TRANSITION FUND III 

 

a) Summary 

FIEE Energy Transition Fund III (‘ETF III’ or ‘Fund III’ or ‘Fund’), established by FIEE SGR S.p.A. 
(‘FIEE SGR’), attains alternatively (depending on whether the target company being invested 
in is active in the energy transition or in the circular economy) one of the following 
environmental objectives 

• Energy transition and decarbonisation of economic activities, for the mitigation of climate 
change 

• Material consumption efficiency of economic activities, for the transition to a circular 
economy 

There is no minimum commitment to invest in economic activities aligned with the EU 
Taxonomy. No benchmark has been designated for the achievement of environmental 
objectives under Fund III. 

The Fund verifies that investments do not cause significant harm to any environmentally or 
socially sustainable investment objective through an approach that combines different 
elements of analysis at different points in the investment's life cycle, including verifying the 
existence or conducting a Climate Risk Assessment and monitoring PAI indicators. 

Fund III invests in sectors and technologies that contribute to achieving the sustainable 
investment objectives attained, i.e. through energy transition and decarbonisation of 
economic activities or through material consumption efficiency. These objectives are pursued 
through an investment process that includes specific activities in the pre-investment, 
monitoring and divestment phases. 

As part of its pre-investment due diligence, and annually during monitoring, Fund III also 
conducts an assessment of the good governance practices adopted by the target and Investee 
Companies. 

Fund III's asset allocation is meant entirely to investments that attain an environmental 
objective. There is no minimum commitment to investments with environmental objectives 
aligned to the EU Taxonomy. 

The measurement of the contribution of investments to the achievement of environmental 
objectives is carried out through the following alternative indicators: (i) CO2 emissions 
avoided; (ii) Net resource savings (together the ‘Indicators’). 
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For each investment, the Fund III determines the sustainability indicator associated with it, 
identifying the relevant metric and the specific calculation method adopted, determining the 
quantitative target, and then monitoring the performance of the indicator and the 
achievement of the quantitative target during the holding period in the portfolio.  

The data collection process is organised by means of specific offline excel sheets prepared by 
FIEE SGR and fed in by the Investee Companies. Currently, FIEE SGR has not a dedicated IT 
system for the collection, aggregation and management of the data needed to report on the 
indicators related to the sustainable investment objective. However, a system (Greenscope 
or similar systems) is in the process of being adopted and will be implemented in time for the 
Fund's first investments III. Terms not otherwise defined herein shall have the same meaning 
ascribed to them in the Regulation. 
 
b) No significant harm to the sustainable investment objective 

Fund III verifies that investments made do not significantly harm any environmentally or 
socially sustainable investment objective through an approach that combines different 
elements of analysis at different points in the investment lifecycle. 

At the pre-investment stage, Fund III verifies the existence of a Climate Risk Assessment 
carried out by the target company with regard to the environmental objective of adapting to 
climate change. If the Climate Risk Assessment has not already been carried out, Fund III 
either requests the target company to carry it out or carries it out directly as part of ESG due 
diligence. 

A second element of verification is the analysis of indicators of Principal Adverse Impacts 
(PAIs) on sustainability factors. Consideration of PAIs is envisaged both at the investment 
selection and monitoring stages. Specifically, Fund III considers PAI in the context of: (i) 
exclusion criteria, (ii) in-depth monitoring of potential critical situations with possible 
engagement and subsequent adoption of corrective actions, and (iii) monitoring and 
evaluation of performance trends over time for all other mandatory PAI indicators. 

In addition, Fund III ensures the alignment of investments with the UN Guiding Principles on 
Business and Human Rights and the OECD Guidelines for Multinational Enterprises through 
the monitoring of relevant PAI indicators and specialised due diligence reviews of Target 
Companies. Alignment with these principles is verified both during due diligence and during 
asset management. 

The identification of any critical issues, potentially detrimental to other environmental or 
social objectives, leads to the activation of engagement measures, required by Fund III with 
respect to portfolio investments, to interrupt or remedy the negative impact. 
 
c) Sustainable investment objective of the financial product 

The fund attains alternatively (depending on whether the target company is active in the 
energy transition or in the circular economy) one of the following environmental objectives: 
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• Energy transition and decarbonisation of economic activities, for the mitigation of 
climate change. In pursuit of this objective, Fund III invests in companies active in the 
energy transition that implement low-carbon technologies or that offer products/services 
to support the reduction of their customers' carbon footprint; 

• Material consumption efficiency of economic activities, for the transition to a circular 
economy. In order to pursue this objective, Fund III invests in companies that implement 
circular economy models or operate waste management services/infrastructures. 

There is no minimum commitment to invest in economic activities aligned with the EU 
Taxonomy.  

No benchmarks have been designated for the achievement of the Fund III's environmental 
objectives; however, the Fund III's contribution to the achievement of sustainable investment 
objectives is measured and monitored through sustainability indicators, developed through 
proprietary calculation methodologies, and then subject to further review by an independent 
ESG expert as required by the Regulation. 
 
d) Investment strategy 

Investment strategy used to attain the sustainable investment objective 

The Fund III's investment strategy involves investing in sectors and technologies that 
contribute to the sustainable investment objectives pursued, i.e. through energy transition 
and decarbonisation of economic activities or through material consumption efficiency.  

These objectives are attained through an investment process that involves: 

• Pre-investment 
o Identification of investment opportunities consistent with the environmental 

objectives and eligibility criteria defined by Fund III (‘Eligible Investments’) 
o Contextual exclusion of investments in sectors or activities with significant negative 

environmental or social impacts 
o Verification of the measurability of the contribution to the environmental objectives 

through one of the defined sustainability indicators and definition against it of a 
performance target for the life of the investment 

o Identification of any additional environmental and social impacts related to the Target 
Company, including significant impacts on other environmental and social objectives  

o Verification of good governance practices adopted by the target company 
 
The aforementioned analyses and verifications, carried out by Fund III with the contribution 
of specialised third parties, are part of the ESG due diligence that is conducted in the pre-
investment phase for each transaction. Should the results of the due diligence reveal the 
absence of ESG safeguards, Fund III requires the target company to commit to adopt ESG 
safeguards in accordance with FIEE SGR's ESG Policy and Fund III Regulation. 
 
Finally, the ESG due diligence allows for the selection of further specific ESG metrics (in 
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addition to the sustainability indicator of reference for the sustainable investment) and 
relative calculation methods on which to determine further periodic quantitative objectives 
to be pursued during the portfolio holding period of the investment. Such ESG metrics, 
calculation methods and related quantitative ESG targets will be subject to analysis by an 
independent ESG expert who will assess their appropriateness. 
 
• Holding period 
During the holding period of an investee, FIEE SGR periodically monitors sustainability 
factors on the basis of information provided directly by the Investee Companies in relation to 
specific sustainability indicators, including the mandatory PAI indicators.  

The track record obtained is reported in the annual sustainability report that is sent to 
investors and that summarises the results of the portfolio companies in light of the 
sustainability indicators identified by Fund III.  

In the event that any controversial element is detected in relation to the performance of the 
ESG indicators monitored or to the portfolio company's conduct in the area of sustainability, 
Fund III may take remedial action, the manner of which may be decided on the basis of the 
severity of the elements. 

• Divestment 
The divestment strategy will also take into consideration the ability to generate sustainable 
value over a long-term horizon. Upon disinvestment, the Fund III assesses the overall 
improvement in the environmental, social and governance profile achieved by the investment 
and, where applicable and relevant, the degree of residual risk associated with it. 

In addition, the percentage achievement of periodic quantitative ESG targets determined for 
each investment is measured. The percentage achievement of these ESG targets is subject to 
the assessment of an independent ESG expert and by Regulation contributes, at portfolio 
level and over the life of the Fund III, to the release of a significant portion of the dedicated 
return (carried interest). 

Policy adopted to assess good governance practices of companies receiving investments 

As part of its pre-investment due diligence, and annually as part of its monitoring, Fund III 
conducts an assessment of the good governance practices adopted by the target and Investee 
Companies, particularly with regard to sound management structures, staff relations, staff 
remuneration and compliance with tax obligations. This analysis is conducted with the 
support of specialised third parties through questionnaires. 

If controversial elements are found with respect to any of these areas of analysis, the Fund III 
requires the target company to commit to adopting ESG safeguards in accordance with FIEE 
SGR's ESG Policy and the Fund III Regulation. 
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e) Proportion of investments 

Fund III allocates resources entirely to direct investments with an environmental objective. 
There is no minimum commitment to investments with an environmental objective aligned 
to the EU Taxonomy. 
 

 
f) Monitoring of sustainable investment objective 

The compliance check for each investment with the environmental objective of Fund III is 
carried out during due diligence with the support of a specialized external advisor. Due 
diligence activities aim at determining the correspondence between investment decisions 
and the technical, environmental, and social criteria set up in advance by Fund III Rules. The 
outcomes of the due diligence process are part of the overall documentation submitted to 
the Board of Directors for its final evaluation. The results of audit activities on the Target 
Companies concerning ESG aspects are also integrated into the rating expressed by the Risk 
Management function to measure the degree of riskiness of the investment. 

Each investee company appoints an Environmental and Social Officer (‘ESO’). The ESO of the 
investee provides the ESO of FIEE SGR with a report at least once a year on the social and 
environmental management of the investee, in which the compliance of the investments with 
respect to the eligibility criteria set forth in the Regulation is updated and any related risks 
are identified and mitigation measures suggested. In addition, during the holding period of an 
investment, a periodic monitoring of sustainability factors is carried out on the basis of the 
information that the ESO of each investee company communicates to the ESO of FIEE SGR 
in relation to specific indicators. To this end, every six months the ESO of the investee 
company sends to the ESO of FIEE SGR the scores assigned for each of the indicators 
identified to assess and quantify the social and environmental impact generated by the 
activity carried out by the investee company. 

FIEE SGR also establishes and maintains an Environmental and Social Management System 
(ESMS) to ensure that each investment complies with the identified environmental and social 
safeguards. The Fund III also considers the provisions of ‘European Investment Bank Climate 
Action - Eligible sectors and eligibility criteria’. 

#2 Not sustainable 

0% 

Investments 

#1 Sustainable 

100% 

Other 

100% 

Taxonomy-aligned 

0% 

Environmental 

100% 

#1 Sustainable: sustainable investments with environmental or social objectives.  

#2 Not sustainable: investments that are not considered sustainable investments. 
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g) Methodologies 

The measurement of the investment contribution to the achievement of the sustainable 
investment target is carried out by means of the following alternative indicators: 

• CO2 avoided emissions: it quantifies the tonnes of CO2 avoided emissions, thanks to 
energy transition and digitisation projects and the use of low-carbon technologies, 
compared to the standard scenario represented by energy sources, technological solutions 
or technologies that are currently more common; 

• Net resource savings: it quantifies the tonnes of material saved, due to circular economy 
solutions with a resource reuse component, compared to current standard practices. 

For each investment, Fund III determines the sustainability indicator associated with it, 
identifying the relevant metric and the specific calculation method adopted, determining the 
quantitative target, and then monitoring the performance of the indicator and the 
achievement of the quantitative target during the holding period in the portfolio.  

A proprietary methodology is adopted to calculate the quantitative results achieved with 
respect to these indicators, which identifies the reference values to be taken into 
consideration basing on the particular economic activity of the sustainable investment made.  
 
h) Data sources and processing 

The data collection process is organized by means of specific forms, through which Investee 
Companies feed offline excel files, and it involves several manual steps for the purpose of 
aggregating information.  

In particular: 

• CO2 avoided emissions: the indicator is calculated from emission factors obtained from 
sector-based national documents (e.g., ISPRA, TERNA S.p.A.). These emission factors are 
applied to the differential in energy consumption from non-renewable sources, as it is 
calculated before and after the implementation of projects by the Investee Companies. 
Published data could be subject to restatement in case conversion factors and/or 
emission coefficients are updated for the years considered. 

• Net resource savings: the indicator is calculated from the tonnes of material saved through 
circular economy solutions with a resource reuse component compared to current 
standard practices. 

For the calculation of the quantitative results achieved with respect to these indicators, a 
proprietary methodology is adopted that identifies the reference values to be taken into 
consideration on the basis of the particular economic activity of the sustainable investment 
made.  

The methodology and the reference values adopted are subject to analysis by an independent 
ESG expert who will assess their appropriateness. 
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i) Limitations to methodologies and data 

FIEE SGR has not currently a dedicated IT system for collecting, aggregating and managing 
the data required to report on the indicators related to the sustainable investment objective. 
However, a system (Greenscope or similar systems) is currently being adopted and will be 
implemented in time for the Fund III's first investments.  

This could result in the presence of procedural and control limitations for the purpose of 
determining the indicators, and in particular with regard to the accuracy, evaluation and 
presentation of these indicators. 

Nevertheless, FIEE SGR does not foresee significant impacts on the reliability of the 
measurement of the achievement of the sustainable investment objective of Fund III by 
applying the estimates and calculation methodology for the definition of the performance 
indicators, as described above. 
 
j) Due diligence 

The proper application of the assessments related to sustainability topics concerning Fund III 
assets is ensured by a preliminary due diligence carried out by external advisors and available 
through specific reports. 

The Investment Team, the Risk Management Function and the Environmental & Social Officer 
verify the results of those analyses, which represent the supporting documents used by the 
Board of Directors to make its decisions on whether to finalize an investment opportunity. At 
the approval stage of the investment transaction, FIEE SGR’s Board of Directors confirms that 
an assessment of ESG impacts has been carried out. 
 
k) Engagement policies 

FIEE SGR, as part of the process of monitoring and managing Fund III’s holdings, has adopted 
a strategy for the exercise of voting rights in the companies invested by Fund III. In particular, 
the strategy adopted by FIEE SGR is based on the following principles: 

• FIEE SGR constantly exercises the right to participate and vote in the shareholders’ 
meetings of the Investee Companies and constantly monitors the corporate events 
relating to the financial instruments held by the funds managed from time to time by Fund 
III; 

• the methods for exercising the voting rights connected with the financial instruments held 
by Fund III are identified in full compliance with relevant Fund Rules and, therefore, also 
with the environmental objective attained by the Fund. 

 

l) Attainment of the sustainable investment objective 

Due to the nature of Fund III, no benchmark has been designated for the achievement of the 
foreseen environmental objectives. 
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The sustainable investment objective is pursued by investing in companies that contribute to 
one of the two objectives described in the previous sections. 
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