Taxonomy Fact Sheet

What is the European taxonomy?
A classification tool for a common understanding of what is considered a "green" or
"sustainable" activity.
It defines a list of economic activities as well as performance thresholds (Technical
Screening Criteria) that measure the contribution of these activities to 6 environmental
objectives.
Objective: To help investors, companies, issuers and project promoters to orient their
investments towards environmentally friendly economic activities.
Indirectly, the taxonomy will dictate the direction of investments, R&D and the choice of
States in their source of electricity production.
Although not quite in force, it has already forced industries and investment funds to adapt
their activities.

The objectives and actors
of green taxonomy
Why establish a European taxonomy?
Objectives :
Limit global warming to +1.5° C above pre-industrial levels, set by the Paris
Agreements (COP21).
Reduce CO2 emissions by 55% by 2030 compared to 1990.
Achieving climate neutrality by 2050.
To achieve this, the taxonomy seeks to
Create a metric for greening the financial sector.
Standardize labelling criteria.
Promote investor confidence through greater transparency and readability.
Pursuing this objective, the Commission launched in March 2018 its action plan entitled
"Financing Sustainable Growth", comprising 10 main measures including the creation of
a European Taxonomy.
The TEG (Technical Expert Group on sustainable finance) delivered its final report on
March 9th, 2020, laying the foundations of a taxonomy on which future regulations on
sustainable investment will be based, as well as the new European green label.
One observation: Public investment alone is not enough; financial market players have a
role to play in redirecting investment towards more sustainable activities.
The Commission estimates that €180 billion of additional investment is needed annually
to achieve the EU's 2030 targets and move towards carbon neutrality.

Which actors are involved?
The Taxonomy concerns three types of actors :
Big enterprise based in the EU.
The EU and the Member States.
Financial market actors.
They will be obliged to publish specific informations about some of their investment
products labelled as "sustainable" or "green".

The action plan of the
Commission
How to be eligible?
A given activity can be eligible for the Taxonomy for 3 reasons :
It is already low carbon ("Own performance").
It contributes to the transition to a net zero emission economy by 2050 ("Transitional
activity").
It enables other activities to reduce their CO2 emissions (Enabling activity).
The activity must contribute substantially to one of the 6 environmental objectives :
Climate change mitigation
Climate change adaptation
The sustainable use and protection of water and marine resources
The transition to a circular economy
Pollution prevention and control
The protection and restoration of biodiversity and ecosystems
The energy field can contribute to the following 2 objectives: Climate change mitigation
and adaptation.
To be considered sustainable, economic activities must provide a substantial benefit to at
least one objective while avoiding a negative effect on the other 5 (Do No Significant Harm
- DNSH).
The activity must not significantly harm any of the other environmental objectives.
Companies must comply with minimum social guarantees, including International Labour
Organisation conventions.

Taxonomy: Part of the Commission's 10-point action plan on sustainable financing
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Criteria to respect
For products affected by the regulation
Economic and financial actors should indicate :
The environmental objectives to which the investments contribute.
The proportion of investments aligned with Taxonomy, expressed as a percentage of
the investment, fund or portfolio.
The split between "Transition" and "Enabling" activities.
The methodology used to measure the compliance of the underlying activities with the
Taxonomy, in particular in the case of activities that are potentially aligned but where
full compliance could not be demonstrated.

For non-EU and non-covered companies

The management company will itself have to verify the compliance of its portfolio
activities by following a 5-step process :
Identify which activities carried out by the company could be eligible, and for which
environmental objective(s).
For each potentially eligible activity, check whether the company or issuer meets the
relevant screening criteria.
Check that the criteria for non-eligibility for other environmental objectives (DNSH)
are met.
Conduct due diligence to avoid violations of minimum social safeguards.
Calculate the alignment of investments and prepare the information to be disclosed at
the investment product level.

Classification of energies eligible for the taxonomy
June 2020 : the TEG has decided that an activity will not have to emit more than 100g of
CO2 per kWh to be considered green and be mentioned in the European text.
Fossil fuels (coal, oil) are directly excluded, as their CO2 emissions are much higher.
Following pressure from several Member States (in particular Eastern European
countries), the Commission created a category of transitional activities.

Place of "transition" activities
Gas-fired power plants have been included under certain conditions.
Gas-fired power plants emitting less than 270 g CO2 per kWh, commissioned before the
end of 2025 and located in a coal-dependent region, would be accepted in the
"transition" category.
While the EU was counting on clean hydrogen, hydrogen from fossil gas is also included
in this category.
The Commission has committed to reviewing the criteria for transition activities "at least
every three years".

What place for each energy?
Energies classified as "Green" by the Commission
Biomass, Wind, Hydro, Geothermal, Solar
The choice of placing biomass in this category is subject to debate among scientific
experts and NGOs.

Imperfect decisions
In order to ensure that bioenergy criteria contribute to reforestation and sustainable use
of biomass, the update of the EU directive on the promotion of the use of energy from
renewable sources (RED II), instead of strengthening the TEG recommendations, has
weakened these criteria.
Currently, forest biomass can be burnt as a feedstock and will be counted as sustainable.
Nuclear power, despite being the most decarbonised energy, has been excluded from the
list of "green" energy. Unlike other technologies that are exempted, nuclear power must
first undergo a full life cycle impact assessment.

Nuclear and Taxonomy
Debates on the inclusion or not of nuclear energy.
Seven heads of state (France, Hungary, Poland, Czech Republic, Romania, Slovakia
and Slovenia) co-signed a letter at the end of March calling on the Commission to
include nuclear energy and to respect the principle of technological neutrality when
drawing up the taxonomy.
Other countries that have abandoned nuclear power, such as Germany, Austria and
Luxembourg, are opposed to this for political reasons.
The Commission had, for the time being, excluded nuclear power, as there are concerns
about its ability to comply with the DNSH principle, in particular because of the issue of
nuclear waste treatment.
Mandated by the Commission to make this assessment of nuclear power, the
Commission's scientific body, the Joint Research Center (JRC), concluded in March 2021
that there was "the analyses did not reveal any science-based evidence that nuclear
energy does more harm to human health or to the environment than other electricity
production technologies already included in the Taxonomy as activities supporting climate
change mitigation".
This scientific report has also been analysed by two independent European expert
groups. They delivered their opinions to the Commission, which were generally positive
but also pointed out a few issues that could be studied further, at the end of June 2021.

Nuclear and Taxonomy
Opinions of the two expert groups
Following its publication on 19 March, the European Commission transmitted the JRC
report to the group established under Article 31 of the Euratom Treaty (Article 31 group)
and to the SCHEER group (Scientific Committee on Health, Environmental and Emerging
Risks). The SCHEER Group was given 3 months to produce a review of the report.
The reviews were adopted on 28 and 29 June respectively and published on the
Commission's website on 2 July.
The review by the Article 31 Group - a group specialising in protection against ionising
radiation - largely supports the JRC's conclusions. It also confirms that the method of
deep geological disposal of high level waste is safe and appropriate.
The Group recalls the completeness of the international and European legal framework for
nuclear activities, which ensures adequate protection of people and the environment and
guarantees that the residual risk remains acceptable.
The Article 31 Group considers that the JRC's conclusions are based on sound scientific
results and that it is therefore unlikely that gaps in current scientific knowledge could
change the present analysis.
The SCHEER Group is more critical. While it maintains that the JRC's assessment of the
environmental and health impacts of nuclear power is largely comprehensive, it believes
that many issues would benefit from further analysis. On the impact of severe accidents,
he believes that mortality cannot be the only indicator used. On the protection of
biodiversity, he wrote that "the problem is only briefly discussed".
The SCHEER rejects the JRC's reasoning that if nuclear power causes less damage than
other technologies included in the taxonomy, then it meets the DNSH criteria. It also
believes that although the legal framework is comprehensive, the mere requirement of
compliance with the framework cannot ensure that nuclear impacts are mitigated.
The SCHEER does not consider itself competent to speak on the issue of radioactive waste
management and storage, but concludes that "The SCHEER is of the view that high-level
waste storage remains an open research question, with considerable uncertainties".
The SCHEER itself limits the scope of its review, considering that the time limit given by
the Commission to produce its review is insufficient to allow it to give a comprehensive
opinion.

Major steps in the Taxonomy
Regulation
When will the publication requirements apply?
Delegated acts formalize the sectors and selection criteria of the Taxonomy.
A first version of a delegated act was presented in November/December 2020, but it was
criticized several times.
Due to the evaluation commissioned from the JRC, the Commission did not include nuclear
energy in this first delegated act.
On 22 April 2021, the Commission published a Communication outlining the contours of
the first delegated act on the climate part of the EU taxonomy, which is expected to be
finalized by the end of 2021, and under which conditions a complementary delegated act
could include nuclear energy "subject to and in accordance with the outcome of the
specific review process that is underway under the Regulation establishing the EU
taxonomy" of the EU (The Commission refers here to the JRC report).
The entry into effect of the EU Taxonomy regulation is planned in two stages.
Early 2022 : First publications by companies on activities contributing to the first two
environmental objectives by companies.
Early 2023 : Companies will have to publish information on the six environmental
objectives.

Sources :
www.natixis.com

Sources et References
What is the European taxonomy?
https://www.contexte.com/article/energie/info-contexte-les-nouveaux-criteres-de-bruxelles-pour-classifier-les-activitesvertes_129146.html?
uid=ef5a356e01ef4a559048826650180d86&utm_medium=email&utm_source=transactional&utm_campaign=newsletter_energie
https://www.contexte.com/article/energie/taxonomie-de-linvestissement-vert-quand-bruxelles-perd-le-controle_128912.html
https://eco-act.com/fr/eu-green-deal/taxonomie-verte-europeenne/

Why establish a European taxonomy?
https://www.vie-publique.fr/fiches/274839-quest-ce-que-laccord-de-paris-sur-le-climat
https://www.vie-publique.fr/en-bref/278834-neutralite-carbone-2050-des-efforts-accelerer-pour-lue
https://unfccc.int/fr/process-and-meetings/l-accord-de-paris/qu-est-ce-que-l-accord-de-paris
https://www.contexte.com/energie/
https://indeed.headlink-partners.com/2020/06/03/la-taxonomie-europeenne-une-revolution-pour-la-finance-durable/?
utm_source=rss&utm_medium=rss&utm_campaign=la-taxonomie-europeenne-une-revolution-pour-la-finance-durable

Which actors are involved?
https://www.unpri.org/policy/eu-sustainable-finance-taxonomy

How to be eligible?
https://www.lcl.fr/banque-privee/actualites/autres-horizons/la-nouvelle-taxonomie-verte-europeenne
https://www.contexte.com/article/energie/info-contexte-les-nouveaux-criteres-de-bruxelles-pour-classifier-les-activitesvertes_129146.html?utm_medium=journal&utm_source=lien&utm_campaign=partage
https://indeed.headlink-partners.com/2020/06/03/la-taxonomie-europeenne-une-revolution-pour-la-finance-durable/?
utm_source=rss&utm_medium=rss&utm_campaign=la-taxonomie-europeenne-une-revolution-pour-la-finance-durable

Criteria to respect
https://www.touteleurope.eu/environnement/climat-quest-ce-que-la-taxonomie-verte-europeenne/
https://www.euractiv.fr/section/energie/news/macron-orban-urge-eu-to-actively-support-nuclear-power/
https://www.contexte.com/article/energie/info-contexte-les-nouveaux-criteres-de-bruxelles-pour-classifier-les-activitesvertes_129146.html?

What place for each energy?
https://www.energie-plus.com/luttes-dinfluence-autour-de-la-taxonomie-europeenne/
https://ec.europa.eu/info/business-economy-euro/company-reporting-and-auditing/company-reporting/corporate-sustainabilityreporting_en
https://www.economiedenergie.fr/les-emissions-de-co2-par-energie/
https://reclaimfinance.org/site/2021/04/22/la-taxonomie-durable-de-lue-en-passe-dalimenter-le-greenwashing/
https://www.revolution-energetique.com/les-enjeux-de-la-taxonomie-europeenne-quest-ce-qui-est-vert-et-quest-ce-qui-ne-lest-pas/

Nuclear and Taxonomy
https://www.contexte.com/article/energie/les-activites-energetiques-controversees-devront-attendre-leur-tour-pour-integrer-lataxonomie_130536.html?
https://www.connaissancedesenergies.org/afp/investissements-verts-bruxelles-reporte-sa-decision-sur-le-gaz-et-le-nucleaire-210421
https://www.contexte.com/energie/actualite/135324.html?

Major steps in the Taxonomy Regulation
https://www.touteleurope.eu/environnement/climat-quest-ce-que-la-taxonomie-verteeuropeenne/#:~:text=En%20juin%202020%2C%20le%20Parlement,%2C%20puis%20totalement%2C%20fin%202022.
https://occitanie-europe.eu/finance-durable-le-conseil-de-lue-adopte-la-taxonomie-sur-la-finance-durable/

