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What is the EU Taxonomy Regulation?

« The EU Taxonomy is the classification system that translates the EU’s climate and environmental objectives into criteria for
specific economic activities.

« The regulation enables the EU, companies, and investors to better focus investment on economic activities that align to the
EU’s plan to become carbon neutral by 2050.

+ The taxonomy is shaped by several acts that overtime will provide detailed and measurable criteria against the EU’s six core
environmental objectives:
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How activities need to align to EU objectives?
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@ EU Objective How activities need to align

The activity contributes substantially and does no harm to: the stabilisation of greenhouse gas
emissions by avoiding or reducing or enhancing greenhouse gas removals.

The activity contributes substantially and does no harm to: preventing the adverse impact of current
or future climate change, or the risks of adverse impacts on the company/society/nature/other assets.

The activity contributes substantially and does no harm to: maintaining the sustainable use and
protection of water and marine resources.

The activity contributes substantially and does no harm to: transitioning to a circular economy by
supporting durability, reparability, reusability of products, improving design and use of products and
promoting circular practices.

The activity contributes substantially and does no harm to: preventing the introduction of substances
or contaminations across air, water, soil, living organisms and food resources.

The activity contributes substantially and does no harm to: the restoration of the world's ecosystems
to good ecological conditions and ensure they are resilient and adequately protected.

Sources: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020R0852&from=EN




Criteria used to determine fit with the EU taxonomy

@ Principles to determine whether taxonomy matches

[@ Substantial contribution J [A Do no significant harm J [ﬂ‘h Minimum safeguards J

Do these activities detrimentally
affect the other five
environmental objectives? For
example, when constructing
green buildings, is it done in a
sustainable way that does not
cause excessive pollution
(objective 5)?

Is the company involved in an
activity that positively contributes
to the objective? For example the
company makes solar panels

Is the company conducting
business in a way that respects
global standards for responsible
conduct? For example the
company reports in line with
global standards on workers
rights.

@ Technical screening criteria (TSCs) and NACE codes (the eu’s industry classification system) also used to determine fit

Metrics e.g. GHG Qualitative Alignment to
emission criteria stated Sustainable
reductions within acts activities

Sources: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020R0852&from=EN




What will be reported: share of Turnover, CAPEX, OPEX aligned to taxonomy activities

@ Key performance indicators (KPIs)

[ % of turnover activities aligned J [ % of OPEX aligned J [ % of CAPEX aligned J

@ Qualitative information

How aligned turnover, Description of how activities A breakdown of the KPI's
capital expenditures and align to the EU taxonomy. above, explanation of key
operating expenditures changes.

were determined

Sources: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020R0852&from=EN




Example of reporting template

Table 1: Proportion of turnover from products or services associated with economic activities that qualify as environmentally sustainable under
Articles 3 and 9 of the Taxonomy Regulation” - disclosure covering year N
- T P DNSH criteria
ial ributi
Substantial contribution criteria (Do No Significant Ham)
_ — Bz &= 4 | - &= &a = - | rax
AR AR AR AT L e v e |
= E. 5= 2c !5 '!E iz 5 E_& | 2% !5 a2 5 g | 3 . proportion | Category (enabling
Economic activities (1) O §§ tg :§ :5 ¥ E & EE - SEE2 58| 2= 8% 9’_? § |88 E HW';TIDH of activity | transitional
3| €5 | B | B BR|Efqce| (3T RREREd oy (3 aq e |t | =
Sl T | ER|BE 8% |F R ¥ & @ 8 5E S ge|= vearti ) | )
Currency % 9 9 a a YN | YW | YN | YN | YIN] YN | YN Percent Percent ET

A. ELIGIBLE ACTIVITIES
Ad. Eligible  Taxonomy-aligned
activities
Activity A a0% | some | 0% | o% | o% | o | o vy Ly |y |y v |yl 1% E
Acthity B % | 0% 0% ‘,2” v | 0% 0% vy v [ v | v | v 1%
Turnover of eligible Taxonomy- i _ ] ] . N ] .
aligned activities (A.1) % | 0% | 0% | 1% | 0% | 0% | 0% 21% 10%
A2 Eligible not Taxonomy-aligned
activities
Activity D #% | o | o | ow | o% | ow | e |y [ v |v[v vl v] vl o= T
Activity E % | s | o% | o% | o% | oo | oo | v [y [N|Y¥Y |Y|]Y | Y] 0%
Turnover of  eligible not ’
Taxonomy-aligned activities (A.2) 3%
Total (A1 + A.2) B9% 10% % "% | 0% | 0% 0% H% 10%
B. NON-ELIGIBLE ACTIVITIES
;lBu}lnuver of non-eligible activities %
Total (A + B) 100%

Sources: https://ec.europa.eu/info/sites/default/files/business _economy_euro/banking _and _finance/documents/sustainable-finance-taxonomy-eligibility-reporting-voluntary-information
https://www.isda.org/a/djDgE/ISDA-and-AFME-Comments-on-Art-8-Taxonomy-DA-disclosures.pdf



https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-taxonomy-eligibility-reporting-voluntary-information
https://www.isda.org/a/djDgE/ISDA-and-AFME-Comments-on-Art-8-Taxonomy-DA-disclosures.pdf

« Applies to all large listed companies

* Any company that falls under the CRSD:

|. Large companies, defined as, fitting with 2 out of the following criteria within the EU:

= > 500 employees and/or
= > €40M Turnover and/or
= > €20M Total Assets

II.  All listed companies, banks and insurance companies

* Implies 49,000 companies will be required to report
= Covers 75% of EU’s companies turnover*
= Was previously 11,600 companies

Sources: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020R0852&from=EN
Note: *PlanA estimate: https://plana.earth/academy/csrd-corporate-sustainability-reporting-directive
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What is the time table for implementation of the EU Taxonomy

Companies report

Tlaxtpnomyi eligibility and alignment
regu atl |(;n enters 2022 with the EU Delegated 2024
INto force acts criteria for the
previous year

. I ; —

2020 Taxonomy 2023 Companies report
comes into eligibility and alignment
force for of all environmental

previous year.

20-22
Technical criteria for
defining alignment
to each objective

Sources: https://www.europarl.europa.eu/news/en/press-room

objectives for the
previous calendar
year.



https://www.europarl.europa.eu/news/en/press-room

EU Taxonomy within the wider framework of EU sustainable finance regulation

haowve to
publicly report

Proposed CSRD (Corporate
Sustainability Reporting Directive):

reporting done by large companies and listed
companies on their sustainability risks and impacts
ie. impact of their business on the climate and

impact of cdlimate change on their business

- ~,
Other CSRD information on
environmental, social and
governance issues

-

o~ T,

LARGE COMPANIES
AND
LISTED COMPANIES

—» | % of activities aligned with [Z%

Companies to report the % of their
current revenues coming fram
activities aligned with [Z2 and
95 of their future revenues (capital
expenditure) coming from activities

| aligned with [

-~
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OTHER END USERS
(civil society, custormers...)

SFDR (Sustainable Finance
Disclosure Regulation):

disclosure when selling

sustainable

financial products

—

FIMNAMCIAL
MARKET
PARTICIPANTS
{osset monagers, insurance
companies, pension funds, etc )
AND FINAMCIAL
ADVISERS

WHAT IS THE EU TAXONOMY'?

e Y
EU Taxonomy: a commaon classification
of economic activities significantly
contributing to environmental objectives,
using science-based criteria

S oy

"f'
Products with environmental h
or social characteristics

may partially pursue ‘sustainable
investment” as objective - the 'light

) ducts'
\_green pradu J

"‘FPro-ducts with “sustainable
investment® objective

Activities aligned with are
included in the definition of
'sustainable investment’ (imvestment
contributing to an environmental or

.‘kscn:lal objective) Y,
A

Sources: https://finance.ec.europa.eu/system/files/2021-04/sustainable-finance-taxonomy-factsheet_en.pdf
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Further reading

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=PI COM%3AC%282021%292800

https://finance.ec.europa.eu/system/files/2021-04/sustainable-finance-taxonomy-factsheet en.pdf

https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52021DC0390&from=BG

https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020R0852&from=EN

https://ec.europa.eu/info/sites/default/files/business economy euro/banking and finance/documen
ts/sustainable-finance-taxonomy-eligibility-reporting-voluntary-information en.pdf
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https://finance.ec.europa.eu/system/files/2021-04/sustainable-finance-taxonomy-factsheet_en.pdf
https://finance.ec.europa.eu/system/files/2021-04/sustainable-finance-taxonomy-factsheet_en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52021DC0390&from=BG
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020R0852&from=EN
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-taxonomy-eligibility-reporting-voluntary-information_en.pdf
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