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In this presentation
Part 1: Platform and Context

Part 2: Taxonomy Overview

 The wider global context and trends of
change

 What is the goal, why does a
taxonomy help

 The role of science-based policy making

 What has been learned so far

 The value of an independent platform

 How can the EU’s work help in an
Australian context

Sandrine Dixon-Declève, Platform Member
(EIT Climate KIC & Club of Rome)

Nathan Fabian, Platform Chair
(UN PRI)

Part 1
Platform & Context
SANDRINE DIXSON-DECLÈVE
PLATFORM MEMBER (EIT CLIMATE KIC & CLUB OF ROME)
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Urgency of environmental challenges

Source:Trajectories of the Earth System in the Anthropocene, Steffen et
al. http://www.pnas.org/content/115/33/8252

Source:Planetary boundaries, Stockholm Resilience Centre

INTERNATIONAL CLIMATE LANDSCAPE – A reality
check.

YALE, NEW CLIMATE
INSTITUTE AND DUTCH
GOVERNMENT REPORT
SEPT. 2018

ESG data and environmental finance data during
COVID-19 pandemic
• Early results showed
growth in ESG during
H1 2020
• According to
Morningstar, in the first
half of 2020, net inflows
into ESG funds in the US
reached $21 billion,
nearly equalling the
total amount for the
entirety of last year.

Green recovery in Europe
(very) negative, likely no significant climate effect, likely effect but direction not assessable, (very positive)

www.greenrecoverytracker.org

EU Green deal - Integrated action on climate, biodiversity and
human health and wellbeing

European Green Deal: Important to Remember

It is a new growth strategy acknowledging that
environmental and economic goals are not in
contradiction and future economic development depends
on how we will preserve and protect our natural capital
Special attention is given to social considerations of the
transition. Success of the reform efforts proposed by EGD
depends on acceptance, particularly from the socially
more vulnerable groups of people
9

Redesign v Refinance
Public Finance
• EU budget
• MS national
budgets








Central Banks
• Monetary Role
• Regulation

EIB, Invest EU
• Wholesale
funding
• EU
Investment
Advisory Hub

Private Finance
institutions
• Banks
• Insurers
• Investment
Funds

Private finance
facilities
• Institutional &
professional
investors
• Citizens
empowerment

Investment required in advisory support to accelerate flow of sustainable investment projects – shovel ready
Mechanisms for greater integrated and systemic public & private finance – where is the coordination
function?
Necessary range of instruments to provide optimal blended support
Funding mechanisms for private finance recovery equity (see CRF proposal)
Frameworks for enabling retail investment to catalyse and democratise the recovery
Local involvement in steering direction of PE & VC funding

How does Platform relate to the Taxonomy?
Platform

Taxonomy

 provides recommendations on
setting criteria as part of the EU
Taxonomy

•

European Commission drafts
and adopts Taxonomy
Delegated Acts

 advises on revision of the
Taxonomy Regulation under the
Commission action

•

European Commission drafts
and proposes changes to the
Taxonomy Regulation’

Key reflection: the role of science-based technical advice to policy-makers
and how important that is for achieving progress in political decisions.
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How the platform is structured
Chair: Nathan Fabian (PRI)

57 members & 11 observers

Appointed members from a range of sectors, including industry, academia & civil society
Technical Working
Group

Subgroup 2

Subgroup 3

Subgroup 4

Subgroup 5

Subgroup 6

Advise on
Regulation
review

Advise on
extension of
Taxonomy to
significantly
harmful and low
impact activities

Advise on
extension of
Taxonomy to
social objectives

Advise on data
availability &
usability of
criteria

Monitoring
capital flows
to
sustainable
investments

Advise on technical
screening criteria
Rapporteur: Marzia
Traverso (Type A)

[Postponed]

Co-rapporteur: Ben Allen
(The Institute for
European Environmental
Policy, IEEP)

Sector
team 1

Sector
team 2

Sector
team x

Rapporteur:
Nancy Saich
(European
Investment Bank,
EIB)

Rapporteur:
Antje Schneeweiß
(AKI - Arbeitskreis
Kirchlicher
Investoren in der
evangelischen
Kirche in
Deutschland,
EKD)

Sector
team 10

Key reflection: how bringing a healthy mix of
stakeholders helps to strengthen the Taxonomy

Co-rapporteur:
Helena VinesFiestas (Type
A)
Co-rapporteur:
Nadia Humphreys
(Bloomberg)

[Postponed]

Platform recommendations (1 of 3)
Maximise current taxonomy
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•

Communicate (more) about how the taxonomy already supports transition finance

•

Ensure that reporting requirements enable companies, financiers and investors to
communicate their transition plans

•

Include more enabling activities in the Taxonomy

•

Recognise activities that are part of an activity-specific investment plan to meet the
Taxonomy criteria, through CapEx, OpEx and related finance

•

Provide clarity to stakeholders on when new activities will be considered for inclusion in the
Taxonomy and how they can engage with the Platform

•

Update the Climate Delegated Act to recognise similar activities across different sectors

Platform recommendations (2 of 3)
Develop future taxonomy (These ideas still being examined by the Platform)
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•

Develop criteria for activities with no significant impact

•

Develop criteria for activities that cause significant harm

•

Support and define improvements in performance levels between substantial
contribution and significant harm

•

Include activities that enable companies to stop performing significantly harmful
activities

Platform recommendations (3 of 3)
Use other policies and tools
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•

Financial product labelling (and instruments)

•

Establish activity-specific transition pathways based on Taxonomy criteria

•

Utilise metrics and tools outside the Taxonomy, including the Climate Transition
Benchmark

Wider context
The big global trends supporting change

EU

- Biden administration

US

Global
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- Fit for 55
- Green New Deal
- Carbon Border
Adjustment?

- COP26 Glasgow
- Markets moving to
Paris Alignment

Key reflection: huge shifts are underway in global
sustainable finance and there are big opportunities

International Sustainable Finance Platform
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Recordings available on YouTube
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Q&A
• Thank you
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 In the case of China, no legislative definition falls into the strict
category of a “taxonomy” comparable to that of the EU. China has not
issued a sovereign green bond. The green credit regulations in China
provide some metrics but no thresholds, and the green bond
regulations do not contain metrics or thresholds
 China became a member of the International Platform on Sustainable
Finance (IPSF) launched by the EC in September 2019 to encourage
international coordination on the various sustainable finance
definitions. One of the future possible topics for a specific working
group of the IPSF would be to work on a closer alignment of the
Chinese definitions and the EU taxonomy, including where possible
20
metrics and thresholds. The European Investment Bank (EIB), together
with China’s Green Finance Committee (GFC), issued two “white

 The public sector plays an outsized role. Public sources accounted
for at least 51% of total green finance, with nearly 95% of that amount
attributable to Central State Owned Enterprises (CSOEs), policy banks
and other major state-owned banks. Green PPP projects provided a
fifth of climate finance, but it remains largely subsidized by government
budgets and has few incentives for private actors to participate.
 There is tremendous potential for climate finance to grow. The
current ‘green penetration’ in China’s financial system is around 4%.
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EU
Taxonomy
& Platform
• Outreach

1

EU Sustainable Finance Framework
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Why a Taxonomy?
Urgent climate change
and biodiversity
challenges with clear
goals
 European Green Deal
 2030 -55% GHG target
 2050 net zero target
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Solutions and
capital are
available
 Markets can work

We need tools to
make it easy to:
 Identify the
opportunities
 create sustainable
assets and activities
 guide capital to the
right place

Key features

 Evidence-based
 Leverage existing work
 Dynamic
 Capex & opex
 Easy to use

Substantially
contribute

Do no significant
harm

To at least one of the six
environmental objectives as
defined in the proposed
regulation

To any of the other five
environmental objectives as
defined in the proposed
regulation

Comply with

Minimum
safeguards

Minimum Safeguards = UN Guiding Principles and OECD Guidelines
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6 environmental interlinked objectives
CLIMATE CHANGE

OTHER OBJECTIVES

Mitigation

Transition to a circular economy

Adaptation

Pollution prevention and control
Sustainable use and protection of
water and marine resources

The first Technical Screening Criteria
in the Climate Delegated Act (April 2021)
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Protection and restoration of
biodiversity & ecosystems
Technical Screening Criteria
under development

Wide emissions and economic coverage
First set of activities (Delegated act that covers climate change mitigation and adaptation objectives)
Electricity generation
Solar, wind, geothermal,
hydro, non-fossil gas,
transmission
Transport
Very low emissions, to zero
tailpipe by 2025: electric,
hydrogen
Forestry
Maintaining carbon
Improving carbon
performance
Best practice farming
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OVER 80%

of direct greenhouse
gas emissions in the
EU

40% of EU listed
comany activities are
Taxonomy eligible*

Energy efficiency, adaptation
*Bloomberg company activity analysis conducted for Platform on Sustainable Finance

Buildings
New, existing and
renovations
Supply chain / SMEs

ICT

Manufacturing
Transition
Components
Aluminium, Steel,
Concrete, Plastics

Providing clarity to investors
Goal to be able to tell end client that for each euro they invest in that fund:
60 cents go to green or sustainable investments.
• 10 to biodiversity/ecosystems, 20 to recycling purposes and 30 to tackle
climate change.

Plus 10 in enabling and 30 in transitional activities.

Transition of what?
3

1

Economy / Sectors

Company
EU
Taxonomy

Financial portfolio
2

8

Economic activities
4

Economy / Sector transition
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•

The EU low-carbon transition
pathway is steep and frontloaded to 2030.

•

Markets consistently
underestimate the speed of
transition.

•

The Taxonomy is an important
signal to the market about the
pace and scale of the EU
transition.

Figure: Average emissions for electricity generation,
consistent with EU targets in line with GECO 1.5C scenario.
Source: EEA GECO 2020, PRIMES.

Company transition – what are the tools?
Company transition strategy
Labels:
• Bonds
• Loans
• Financial
products
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•
•
•
•
•
•
•
•

Goals and targets
Narrative and risks
Emissions performance
Scenario analysis
Turnover from Taxonomy SC
CapEx directed towards Taxonomy SC
CapEx to reduce harm
Activities to exit and resolve Just
Transition

Sector
transition
pathways
TCFD

Taxonomy
disclosure

Visualising an extended Taxonomy
Substantial Contribution (SC)
performance levels
(including transitional & enabling)

Intermediate performance

Significantly Harmful (SH)
performance levels

This area of
activities is NOT
the same as No
Significant Impact

The Taxonomy and its criteria are dynamic
W – the activity/plant is not meeting the Do No

Significant Harm (DNSH) criteria. The entity can
develop a transition strategy to move out of Significant
Harm space.

X – the activity/plant has a performance level between

This graphic represents a
high impact sector/activity
with a transition to net
zero by 2050. The graphic
would look different for a
low impact activity or for
some other environmental
objectives. SC and DNSH
criteria tighten over time.

DNSH and Substantial Contribution (SC). Failing to
improve environmental performance level will
eventually lead to Doing Significant Harm.

Y – the activity/plant is performing better than the SC
criteria.

Z – this is a low carbon/low impact

technology – when this is widely
available, SC criteria may drop to Z at
the next criteria revision date. DNSH
criteria may also drop at the same
revision.

Social Taxonomy parts
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How business is Done

What kind of business

Respect for Human
Rights

Promote Adequate
Living Conditions for
all

Companies

Sectors/Activities

Social objectives
Respect for Human Rights
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Promote Adequate Living
Conditions for all

Managing Impact

Fulfilment of basic human
needs

Impact on Workers

Access to essential
economic services/
infrastructure

Impact on Consumers

Creation of decent
employment

Impact on Communities

Peaceful and inclusive
societies

Renewed Strategy - 2021

15

Reporting obligations
EU sustainability disclosure regime for financial and non-financial companies
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Instrument

Corporate Sustainability Reporting
Directive (CSRD) proposal13

Scope

All EU large companies and all listed Financial market participants
companies (except listed micro
offering investment products,
enterprises)
and financial advisers

Financial market participants;
all companies subject to CSRD16

Disclosure

Report on the basis of formal
reporting standards and subject to
external audit

Turnover, capital and operating
expenditures in the reporting year
from products or activities
associated with Taxonomy

Status

Under negotiation; expected to apply Applies from 10 March 2021
from 2023

Sustainable Finance Disclosure Taxonomy Regulation15
Regulation (SFDR)14

Entity and product level
disclosure on sustainability
risks and principal adverse
impacts

Applies from January 2022

