Open letter: Avoid fossil fuel greenwashing in EU funds
Dear Members of the European Council,
Dear Members of the European Parliament,

In the context of the review of the Sustainable Finance Disclosure Regulation (SFDR) (1), the
133 signatories of this letter call on you to ensure all funds commercialized in the EU that claim
to be in the “ESG basics”, “transition” or “sustainable” categories exclude companies
developing new fossil fuel projects (“fossil fuel developers™).

We welcome the exclusion of fossil fuel developers introduced by the European Commission
in two of the three proposed SFDR categories — i.e. the ‘“sustainable” and “transition”
categories. With this criterion, the Commission acknowledges that the continued expansion of
fossil fuels is not compatible with claims regarding sustainability, climate, and the transition.
Failing to do so would have been a blatant disregard of climate science (2) and recent court
rulings on greenwashing (3).

The exclusion of fossil fuel developers also aligns with the EU energy security and
competitiveness priorities. As highlighted by President von der Leyen when presenting the
Draghi report: “the only way to ensure our long-term competitiveness is to shift away from
fossil fuels and towards a clean, competitive, and circular economy.” (4).

Yet, the proposal still allows fossil fuel developers to be included in the “ESG basics” category.
Given the hugely damaging impact of fossil fuel development, including its role in pushing us
well-past goals to limit global warming (5) and in jeopardizing sustainable development goals
(SDGs) (6), it is difficult to see how any fund making any type of environmental claim can
justify such inclusion.

European investors — and especially non-expert retail investors — would reasonably assume that
fossil fuel developers are not included and would be misled by funds in the proposed “ESG
basics” category. In fact, surveys show that savers and citizens consider that funds claiming to
be “responsible” or “green” should not include these companies (7) and the ESMA guidelines
on fund names already provide for the exclusion of fossil fuels from funds using “environment”
in their name. It should be reminded that SFDR categories are always voluntary. Investors keep
full flexibility outside of them, they could invest in any company through funds that are not
classified.

Excluding fossil fuel developers from all SFDR categories is even more necessary given that
the “Do No Significant Harm” (DNSH) principle was removed as such from the revised
regulation. This principle was enshrined in the first SFDR to ensure funds making ESG claims
do not support activities detrimental to EU sustainability goals. Its removal means that new
guarantees — especially sufficient minimum exclusions - are needed across new categories.



Here, the “ESG basics” category stands out with very limited exclusions that do not prevent
significant harm to the environment (8).

Given the elements above, we, the signatories (9) of this letter, urge you to support the
exclusion of companies developing new fossil fuel projects from all future SFDR fund
categories. This implementable exclusion is essential to ensure alignment with EU climate
commitments, prevent greenwashing and restore investor trust with a more coherent framework
(10).
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(1) The European Commission published its proposal to review the SFDR on 20 November

2025.


https://finance.ec.europa.eu/publications/commission-simplifies-transparency-rules-sustainable-financial-products_en%22%20/h

(2) As the IPCC notes, scientific studies show that the consumption of currently exploited

coal, oil and gas reserves would result in emissions exceeding the remaining carbon
budget for limiting global warming to 1.5°C and even 2°C. In fact, a significant
proportion of these reserves should not be extracted and a rapid and significant
reduction in fossil fuel production is needed, as identified by the United Nations
Production Gap Report 2025. These findings mean that no new fossil fuel production

should be developed. The immediate end to fossil fuel development is thus a common

characteristic of credible 1.5°C scenarios, including those developed by the IPCC and

the International Energy Agency (IEA), as acknowledged in an analysis from the

French Institute for Sustainable Finance (IFD) composed of major financial institutions.
Additionally, and in spite of IEA calls to shift their business model, it should be noted
that oil and gas companies are still focused on expanding fossil fuel production while
they are backtracking on their renewable and climate commitments.

(3) For example, the oil major TotalEnergies was recently convicted for greenwashing after

claiming to be committed to climate action and to be transitioning while expanding its
fossil fuel production. Similarly, in 2024 the Dutch Court of Appeal noted that oil and

gas companies should take into account the negative consequences of fossil fuel
expansion and that Shell’s investment plan is at odds with this.
(4) Statement by President von der Leyen at the joint press conference with Mario Draghi

on the report on the future of EU competitiveness, 9 September 2024.
(5) See footnote 2.
(6) Fossil fuel non-Proliferation Treaty, "Fossil fuel addiction subverts every single

sustainable development goal”, Stockholm50, 2022

(7) A survey published by the European consumer organization BEUC in October 2025 to
inform the SFDR review shows that a clear majority of retail investors (62%) would
exclude fossil fuel developers. A previous survey carried out in France during the

review of the French SRI label reached similar results.

(8) In the Commission’s proposal, the sole exclusion directly related to environmental
impact is the exclusion of coal companies (i.e. companies deriving more than 1% of
their revenue from exploration, mining, extraction, distribution or refining of hard coal
and lignite). While this exclusion is very relevant, it is quite insufficient to prevent fossil
fuel harm to the environment. The negative impact of fossil fuel development beyond
coal is too massive to be ignored.

(9) Signatories of this letter include 87 civil society organizations (CSOs), 12 financial
institutions or organizations from the financial sector, 25 academics, and 9 other
experts.

(10) See the open letter “There is no room for fossil fuel developers in any

sustainable finance categories” sent to Commissioners Albuquerque and Séjourné by
more than 120 signatories in September 2025.
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