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b EXECUTIVE SUMMARY

Since the first edition of this report in 2021, 10 new taxonomies in Europe, Asia-Pacific and the Americas were
published and another 12 were initiated, including in Africa. Taxonomy development is continually expanding, and we
should see other countries joining this growing list. The evolution in Taxonomy development over the past two years
is captured in this updated edition of our study the “New Geography of Taxonomies”.

There have been important milestones in the market in 2022 and 2023. These are featured in the taxonomy progress
status section, which provides a high-level overview on the development process across jurisdictions, including delays,
advances and the launch of these taxonomies. A few examples are Colombia (2022), Indonesia (2022), South Africa
(2022), Mexico (2023) and Thailand (2023). Further details are explored in the section on newcomers.

This update also captures the growing focus on transition taxonomies, particularly in Asia Pacific. Countries as
Singapore and Australia are looking to incorporate hard-to-abate activities, such as industry, into their eligibility criteria to
address main decarbonization levers and align to a 1.5°C trajectory. In addition to transition, resilience is emerging as
another important theme to be addressed in Taxonomy development. The Climate Bonds Initiative has published a
Whitepaper proposing a structure for a Resilience Taxonomy to focus on the capacity of sectors such as agrifood,
infrastructure, health, and nature to respond, resist and adapt to hazardous events, trends or disturbance, while
maintaining their essential function and structure.

Regional frameworks are also being proposed to facilitate Taxonomy development. In Latin America, a common
framework has been published to guide Taxonomy development. This includes best practices on guiding principles,
objectives, sectors and technical screening criteria. While in Asia, a second version of the ASEAN Taxonomy was
published.

Other case studies have been included in this edition. In Latin America, we selected the Mexican Taxonomy, as it
includes gender as an eligible category; in Asia-Pacific, we included the Australian Taxonomy, as it looks to incorporate
transition categories; and in Europe, we included Georgia’s Sustainable Finance Taxonomy, which includes the social
thematic.

We will continue accompanying and assessing Taxonomies around the world, so stay tunned for future updates.
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Our continued work & coverage on Taxonomies

TEG 101 - EU Taxonomy of sustainable activities
>> Read
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5 - minutes read

#3403 Jun 2022 / & Cédric Merle, Fabien Cobat, Antonin Brisson-Félix / B Newsletter

‘ RETURN TO THE NEWSLETTER HOME PAGE

DOWNLOAD THE FULL REPORT (SEPTEMBER 2022)

Find out more on our Website:
https://gsh.cib.natixis.com/our-center-of-expertise @

As the global landscape of
Taxonomies has developed,
we have enlarged our scope

of work on Taxonomies... |
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https://gsh.cib.natixis.com/eu-taxonomy
: https:/gsh.cib.natixis.com/our-center-of-expertise
https://gsh.cib.natixis.com/our-center-of-expertise/articles/nuclear-and-gas-inclusion-in-the-taxonomy-creates-a-between-in-and-out
https://gsh.cib.natixis.com/api_website_feature/files/download/11970/the_eu_social_taxonomy_draft_report_gsh.pdf

Natixis’ GSH continued coverage of Taxonomies

Find out our Taxonomy-related publication since 2017

= VY NATIXIS

NUCLEAR & GAS IN THE EU

EU TAXONOMY FOR TAXONOMY

SUSTAINABLE ACTIVITIES

INTEGRITY SAFEGUARDED DESPITE POSTURES
AND OUTRAGES

SKYDIVING KIT 3,

The New Geography of

Taxonomies
In the field of sustainable finance, guidelines
and standards are the bedrock of product
design and market integrity. Private investing
and funding strategies need anchoring
definitions and undispu
Read more
“Vade mecum to digest the 414-page “Why we need a shaded “EU Taxonomy for “The New Geography  “Nuclear & Gas in the EU
Report from the TEG”: our analysis taxonomy from green to brown Sustainable Activities”: of Taxonomy”: Taxonomy”:
of the “encyclopedia” on and in between”: Natixis shared Our analysis on EU Extension of our scope  Nuclear and gas inclusion in
sustainability delivered by the its position on the European Taxonomy Delegated Acts of work on the taxonomy creates a
Technical Expert Group (TEG) Union’s work on climate objectives Taxonomies “between in and out”
Find out more on our Website: @
https://gsh.cib.natixis.com/center-of-expertise .

* Updated Common Ground Taxonomy, the crowbar of international green capital flows? (August 2022)
* EU Social Taxonomy Proposal: simpler and meaningful but half-way through (March 2022)
» EU-China Common Ground Taxonomy, a painkiller to taxonomy headaches? (November 2021)
» Sustainable Taxonomy development worldwide: a standard-setting race between competing jurisdictions (July 2021)
» Draft guidance on Taxonomy alignment disclosure published by the European Commission (June 2021)
* The EU Social Taxonomy Draft: promising buildings blocks (June 2021)
+ The European Commission adopts an ambitious Sustainable Finance package including the long-awaited Taxonomy Delegated Acts (April 2021)
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https://gsh.cib.natixis.com/api-website-feature/files/download/11673/EU_Taxonomy_for_sustainable_activitie_skydiving_kit_Natixis_GSH_Sept_2020.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/11673/EU_Taxonomy_for_sustainable_activitie_skydiving_kit_Natixis_GSH_Sept_2020.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/12167/nuclear___gas_in_the_eu_taxonomy_integrity_safeguarded_despite_postures_and_outrages_natixis_gsh.pdf
https://gsh.cib.natixis.com/our-center-of-expertise/articles/nuclear-gas-in-the-eu-taxonomy-integrity-safeguarded-despite-postures-and-outrages
https://gsh.cib.natixis.com/our-center-of-expertise/articles/nuclear-and-gas-inclusion-in-the-taxonomy-creates-a-between-in-and-out
https://gsh.cib.natixis.com/our-center-of-expertise/articles/the-new-geography-of-taxonomies
https://gsh.cib.natixis.com/api-website-feature/files/download/12087/the_new_geography_of_taxonomies_final_version_november__2021_natixis_gsh.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/7819/eu_taxonomy_vade_mecum_to_digest_the_report_from_the_teg__natixis_green___sustainable_hub.pdf
https://gsh.cib.natixis.com/center-of-expertise
https://gsh.cib.natixis.com/our-center-of-expertise/articles/updated-common-ground-taxonomy-the-crowbar-of-international-green-capital-flows
https://gsh.cib.natixis.com/our-center-of-expertise/articles/eu-social-taxonomy-proposal-simpler-and-meaningful-but-half-way-through
https://gsh.cib.natixis.com/our-center-of-expertise/articles/eu-china-common-ground-taxonomy-a-painkiller-to-taxonomy-headaches
https://gsh.cib.natixis.com/our-center-of-expertise/articles/sustainable-taxonomy-development-worldwide-a-standard-setting-race-between-competing-jurisdictions
https://gsh.cib.natixis.com/our-center-of-expertise/articles/draft-guidance-on-taxonomy-alignment-disclosure-published-by-the-european-commission
https://gsh.cib.natixis.com/our-center-of-expertise/articles/the-eu-social-taxonomy-draft-promising-buildings-blocks
https://gsh.cib.natixis.com/our-center-of-expertise/articles/the-european-commission-adopts-an-ambitious-sustainable-finance-package-including-the-long-awaited-taxonomy-delegated-acts
https://gsh.cib.natixis.com/our-center-of-expertise/articles/why-we-need-a-shaded-taxonomy-from-green-to-brown-and-in-between
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A Global Phenomenon

The multiplication of Taxonomies worldwide

Overview of existing and under development sustainable finance classifications of activities
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This study was first published in November 2021
but has been updated to reflect the initiatives have
emerged since then. As announcements keep LE
growing there may be taxonomy projects that have

not yet been covered or detailed in this study.
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The Taxonomy Global Standard-setting race

Currently there is no “brown” (significantly harmful activities) Taxonomy officially in
the making, only prohibited activities or exclusion lists.

Our benchmark sample

e Green and Sustainable Taxonomies -

Existing gl Social Taxonomies |
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- “Transition” Taxonomies under consideration

|
Canada and Japan ponder the development of transition Taxonomies defining | Climate ]
criteria for high-emitting activities not yet aligned with Paris Agreement | Bonds il | I
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|
|

benchmarks. The EU performed a public consultation on a Taxonomy extension,

. . . . . " Indonesia Singapore i
including Transition & Intermediate Performance levels. In Australia, Transition CBI Green Green Green & (Té‘f:";”g
) . Taxonomy Taxonomy for Transition -l
categories are also envisioned. sustainable  raxonomy 1.0 Transition)
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3. Where are the existing Taxonomies? s
Ik You can access Taxonomies texts and criteria (when publicly available)
by clicking on the flags (URL links).
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https://www.ojk.go.id/keuanganberkelanjutan/en/publication/detailsflibrary/2352/taksonomi-hijau-indonesia-edisi-1-0-2022
https://abs.org.sg/docs/library/gfit-taxonomy-consultation-paper
https://asean.org/wp-content/uploads/2023/03/ASEAN-Taxonomy-Version-2.pdf
https://www.canada.ca/content/dam/fin/publications/sfac-camfd/2022/09/2022-09-eng.pdf
https://www.researchgate.net/publication/344456378_Transition_Finance_Guidance_Final_version_httprief-jporgbook107163
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-platform-report-taxonomy-extension-july2021_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-platform-report-taxonomy-extension-july2021_en.pdf
https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html
https://www.ifc.org/wps/wcm/connect/4fe8c7b6-3ae7-4672-9dfb-491d8dc2e053/Georgia+sustainable_finance_roadmap_eng.pdf?MOD=AJPERES&CVID=mFYwIAe
https://www.lexology.com/library/detail.aspx?g=8b9de2d0-b6c8-45b0-9ae5-e9fa2d97a127
https://www.treasury.gov.za/comm_media/press/2022/SA%20Green%20Finance%20Taxonomy%20-%201st%20Edition.pdf
https://nbg.gov.ge/fm/%E1%83%A4%E1%83%98%E1%83%9C%E1%83%90%E1%83%9C%E1%83%A1%E1%83%A3%E1%83%A0%E1%83%98_%E1%83%A1%E1%83%A2%E1%83%90%E1%83%91%E1%83%98%E1%83%9A%E1%83%A3%E1%83%A0%E1%83%9D%E1%83%91%E1%83%90/%E1%83%9B%E1%83%93%E1%83%92%E1%83%A0%E1%83%90%E1%83%93%E1%83%98_%E1%83%93%E1%83%90%E1%83%A4%E1%83%98%E1%83%9C%E1%83%90%E1%83%9C%E1%83%A1%E1%83%94%E1%83%91%E1%83%90/%E1%83%9B%E1%83%93%E1%83%92%E1%83%A0%E1%83%90%E1%83%93%E1%83%98_%E1%83%93%E1%83%90%E1%83%A4%E1%83%98%E1%83%9C%E1%83%90%E1%83%9C%E1%83%A1%E1%83%94%E1%83%91%E1%83%98%E1%83%A1_%E1%83%A2%E1%83%90%E1%83%A5%E1%83%A1%E1%83%9D%E1%83%9C%E1%83%9D%E1%83%9B%E1%83%98%E1%83%90/sustainable-finance-taxonomy.pdf?v=rzpih
https://www.sbfnetwork.org/wp-content/uploads/2023/03/1131_Mexico_Mexican_Sustainable_Taxonomy_March-2023.pdf
https://вэб.рф/files/?file=1ede59eb104185e24280ee57cf3156c6.pdf
https://www.ifc.org/wps/wcm/connect/0c296cd3-be1e-4e2f-a6cb-f507ad7bdfe9/Mongolia+Green+Taxanomy+ENG+PDF+for+publishing.pdf?MOD=AJPERES&CVID=nikyhIh
https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf
https://www.bnm.gov.my/documents/20124/938039/Climate+Change+and+Principle-based+Taxonomy.pdf
https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852_en
https://www.bb.org.bd/mediaroom/circulars/gbcrd/dec312020sfd05.pdf
https://www.minhacienda.gov.co/webcenter/portal/TaxonomiaVerdeColombia/pages_taxonomiavercolombia
https://www.ojk.go.id/keuanganberkelanjutan/en/publication/detailsflibrary/2352/taksonomi-hijau-indonesia-edisi-1-0-2022
https://www.cbsl.gov.lk/sites/default/files/cbslweb_documents/sl_green_finance_taxonomy.pdf
https://asean.org/wp-content/uploads/2023/03/ASEAN-Taxonomy-Version-2.pdf
https://www.climatebonds.net/files/files/the-Green-Bond-Endorsed-Project-Catalogue-2021-Edition-110521.pdf
https://www.climatebonds.net/resources/reports/taxonomy-roadmap-chile
https://www.mas.gov.sg/news/media-releases/2023/industry-taskforce-launches-third-consultation-on-green-and-transition-taxonomy
https://environment.govt.nz/assets/publications/Dr-Ivan-Diaz-Rainey-ClimateTAPS-Scoping-Paper-August-2021.pdf
https://static1.squarespace.com/static/6182172c8c1fdb1d7425fd0d/t/64221052e1667558180e4ae9/1679954013353/Framing+Paper+Update+March-compressed.pdf
https://www.canada.ca/content/dam/fin/publications/sfac-camfd/2022/09/2022-09-eng.pdf
https://www.meti.go.jp/press/2021/05/20210507001/20210507001-3.pdf
https://www.gov.uk/government/publications/independent-expert-group-appointed-to-advise-government-on-standards-for-green-investment
https://www.lexology.com/library/detail.aspx?g=8b9de2d0-b6c8-45b0-9ae5-e9fa2d97a127
https://pressroom.ifc.org/All/Pages/PressDetail.aspx?ID=26833
https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2023/20230530e1a1.pdf
https://kifc.rw/wp-content/uploads/2023/01/KIFCSustainableFinanceRoadmap.pdf
https://www.unep.org/es/noticias-y-reportajes/comunicado-de-prensa/panama-inicia-el-desarrollo-de-su-taxonomia-de-finanzas
https://www.unep.org/es/noticias-y-reportajes/comunicado-de-prensa/costa-rica-lanza-proyecto-para-reforzar-su-marco-de
https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf

Taxonomy influence scorecard

COMPREHENSIVENESS Sectorial span, amount pf GHG emissions covered, number of activities reviewed,
sub-categories granularity

+

Criteria refinement (e.g., mere qualitative and aspirational criteria such as “eco-
SOPHISTICATION friendliness”, whitelist, principles-based guidelines, quantitative thresholds) ;
existence of intermediary levels, cumulative set of conditions, ESG safeguards

Nature and complexity of the demonstration and verification process, data inputs

USABILITY )
required

STRINGENCY Ambition level of the criteria (easiness to achieve)

Recipients or end-users' involvement at different life stages ( advisory groups, public

OPENNESS . . . o
consultation, grievance mechanisms, criteria updates)

I+ I+I+

1

The overall acceptance and legitimacy of a Taxonomy

X

The economic weight of the Taxonomy's jurisdiction and the role played by its currency
and law in international business affairs (extra-territorial effects)

The global influence of one jurisdiction’s Taxonomy
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Taxonomy influence scorecard: examples

The ASEAN taxonomy uses a hierarchical classification (ISIC), with 21 sectors for
COMPREHENSIVENESS the Plus Standard and identifies 3 “Enabling sectors” / identified 6 focus sectors
(based on their GHG emissions). / CBI classifies asset types

The CBI Green taxonomy uses screening indicators, degree of compliance and

SOPHISTICATION whether climate certification exists for each category.

The CBI’s labels / degree of compliance enables clear usability.

e The EU taxonomy’s DA in comparison require time to be easily used.

STRINGENCY The EU Taxonomy, esp. thresholds are overall stringent, hardly achievable.

OPENNESS Most taxonomies launched call for feedback,

I+I+I+

1

The overall acceptance and legitimacy of a Taxonomy

The economic weight of the Taxonomy's jurisdiction and the role played by its currency and law in
international business affairs, or the technical assistance it provides and its influence

Three of the most influential
taxonomies in our view

EU Taxonomy of CBI Green ASEAN
tainabl WLl
sustainable Taxonomy Taxonomy - A9 VNATIXIS
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https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852_en
https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf
https://asean.org/wp-content/uploads/2021/11/ASEAN-Taxonomy.pdf

I I _ THE ABC OF TAXONOMIES
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Back to basics: what a Taxonomy is about?

A Taxonomy is a classification tool or system meant to help investors and companies to make informed
investment decisions on sustainable economic activities. It aims at establishing market clarity on what is
robustly and consensually “sustainable” when it comes environmental or social issues.

In the context of Sustainable Finance, a Taxonomy

v SHOULD BE

A list of projects/technologies/products/activities exhibiting a set of
green or social patterns, benefits or performance criteria

+ A framework supporting product structuration & integrity safeguards
» A classification tool fit for different investment styles and strategies
*  Anchored into latest scientific findings & industry experience

+ Dynamic, responding to technological and scientific knowledge changes

X SHOULD NOT BE
A rating of companies

A mandatory list of “potential”
investments

Judgmental on the financial :
performance of an investment (i.e. only
about environmental performance)

Inflexible or static

WHO INITIATES THEIR CREATION?

* Usually, Finance ministers or supervisors are spearheading their
development. Almost all countries mandated technical working groups , while
others decided to cooperate with institutions like the, the IADB IFC, the UNDP
or the World Bank. Environment, agriculture and energy ministries often
contribute.

* Industrials, private organizations or academics marginally initiate/oversee
Taxonomies, but they decisively contribute to their development, especially on
criteria related to their sectorial areas of specialization (e.g., Canada, Japan).

WHAT KIND OF CRITERIA ARE USED?

Economic sectors
(ex: railway transportation)

Type of technology or asset £
(ex: Photovoltaic, Battery electric vehicles):

Environmental performances (norms A
to E, energy consumption thresholds,
improvement against a baseline)

2y NATIXIS
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Three criteria to assess Taxonomies’ development stages & relevance

Taxonomies are mostly created to spur investment towards sustainable activities and endow
businesses with low-carbon transition management guidance. When assessing them, one should ask

whether they are...

v

...Usable?

Simplicity is crucial. Taxonomies
are meant to pick and synthetize
existing findings (ex: environmental
and social standards) and turn
them into ready-to-use criteria.

Their nature is prescriptive,
discriminatory and aiming at
operationalization.

Usability largely depends on the
availability of the underlying data
necessary to verify eligibility/
alignment, and on the easiness of
interpretation/verification (closed
question/criteria).

...Used?

Using Taxonomy is rarely compulsory, but
alignment disclosure is strongly encouraged (e.g.,
Taxonomies aligned revenue or CAPEX).

As Taxonomies are recent, their use is rather

nascent and heterogeneous.

In a foreseeable future, monetary or budgetary
authorities might refer to them as they offer
unargued / official criteria. The ECB for instance

contemplates Taxonomy-tilted asset
purchasing programs.

...Useful?

They already provide guidance /

resources referred to by market

participants. Data shortages are

progressively addressed thanks
to them.

However, Taxonomies have not
everywhere decreased market
discrepancies nor lowered
transaction costs yet. They
are not completely interoperable
yet.

Source: The European Commission provided a FAQ: What is the EU Taxonomy and how will it work in practice? with use-cases.
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https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-taxonomy-faq_en.pdf

The variety of Taxonomies use-cases is astonishing

Taxonomies are rarely standalone documents, but the linchpin of entire ecosystems of laws & incentives e For the time being,
Taxonomies primarily
underpin voluntary

gJ TRADE POLICIES GREEN standards on Green
a (carbon bordertax ool OF Bonds issuances
Use-cases beyond RISK WEIGHTING adjustment) STANDARD GREEN-LABEL FOR
mere transparency AD.JUSTM!ENTS FINANCIAL F_’tRODUCTS Apart from labels on
with direct material (capital requirement (equity) dedicated and specific
financial changes) financial products,
consequences are in g CLIMATE FINANGIAL disclosure against
the_makmg (taxonomy- J COLLATERAL BENCHMARKS / Taxonomy criteria is
titted monetary or POLICIES INDEXES the most common use
prudential policies). (haircut for brown assets) CONTEMPLATED case. Such reporting
g USES CASES CORPORATE is mandatory solely in
Such unfolding largely J DISCLOSURE OF the EU.

CENTRAL BANK’S

CLIMATE-RELATED CLIMATE-RELATED

depends on the

usability and PROGRAMS INFORMATION g
reliability of the (purchasing programs, J
classifications, on the Green QE) DISCLOSURE
acceptance and REQUIREMENTS FOR
penetration of these BLENDED FINANCE & CREDIT RATING
classifications in DEVELOPMENT AID AGENCIES

market participants

operational processes

STANDARD FOR FINANCIAL SUPERVISION a In a near future,

(allgnTebnr data SUSTAINABILITY-LINKED (climate st.ress-tlest?ng or marketing a financial
) BONDS OR LOANS seenario analysis) product or service
PUBLIC SPENDING allegedly green or
Click to access BUDGETARY g FRAMEWORKS sustainable within a
EJ related articles on gJ POLICY-MAKING J (procurement, jurisdiction without
the topic ("green budgeting’, credit export) referring to its national

t dit is li
ax credits) Taxonomy is likely to

be dissuaded or
forbidden.
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https://gsh.cib.natixis.com/our-center-of-expertise/articles/integrating-sustainability-criteria-into-central-banks-asset-purchasing-programs-the-swedish-central-bank-as-a-first-mover
https://gsh.cib.natixis.com/our-center-of-expertise/articles/france-maps-green-and-brown-expenses-over-2021-budget-proposal-auspicious-developments-for-climate-change-mainstreaming-and-sustainable-finance
https://gsh.cib.natixis.com/our-center-of-expertise/articles/france-s-strategy-on-export-financing-a-stick-and-carrot-approach-with-fossil-fuels-funding-phasing-out-and-a-supporting-factor-for-eu-taxonomy-compliant-activities
https://gsh.cib.natixis.com/our-center-of-expertise/articles/european-central-bank-s-historic-pledge-on-climate
https://gsh.cib.natixis.com/our-center-of-expertise/articles/the-european-commission-adopts-an-ambitious-sustainable-finance-package-including-the-long-awaited-taxonomy-delegated-acts
https://gsh.cib.natixis.com/our-center-of-expertise/articles/fit-for-55-bringing-eu-s-decarbonisation-efforts-to-the-next-level

Voluntary usage of Taxonomy prevails over compulsory ones

There is a dichotomy between mandatory and voluntary uses of Taxonomies.

i.  Mandatory uses of the Taxonomy revolve mainly around disclosure requirements.

In China, use of the Green Industry Guiding Catalogue is mandatory for sustainable financing purposes
(e.g. issuance of Green Bonds, supply of green credit, and statistics.)

proposal for the European Green Bond Standard requires that issuers must allocate 100% of the proceeds raised by their bond to

‘ In the EU, larger investee-companies will have a duty to disclose their alignment with the taxonomy (see dedicated timeline) The
economic activities that meet the EU Taxonomy. When marketing “green products”, investors must refer to its criteria.

ii. Voluntary uses revolve around the design of sustainable finance products or funds; definition of criteria for
financing /investing programs, central banks’ interventions, public procurement requirements, industrial policies, etc.

‘ ' Monetary policies ‘

The French climate strategy R R s D T ter @ | /\sked about the negative impact of the ECB's policy on climate
. . . : and adjustments to prevent monetary policy from benefiting
for public export financing mechan|§m rewarq Taxonomy- carbon-intensive firms, C. Lagarde states: “/ understand
(Oct. 2020)* aligned projects? that favouring or penalizing specific assets on the basis of
environmental criteria was so far not possible as objective
* Creation of a “climate reward Stronger pre-financing criteria had not been defined. [...] a so-called taxonomy, which |
mechanism” for export understand the ECB is actively supporting, will improve
project support (through credit- Further resources available transparency and facilitate a more objective identification of what
insurances) for activities (direct loans, better tariffs) constitutes a green financial instrument. As soon as such a

taxonomy is agreed, the ECB will need to assess whether and
how it can apply it to its Asset Purchasing Programme.”

deemed sustainable based on
the EU Taxonomy. Lower risk premium requirements
for underwriting of sustainable R
* To be applied by Bpifrance projects .
Assurance Export, guarantor of
export credit-insurances &
lender of last resort.

At the end of 2020, Sweden’s Central Bank (the “Riksbank”)

announced its intention to increase its assets purchasing programs
and to include green considerations (see our ).

* Sources: French Directorate-General of the Treasury, (October 2020) Climate strategy for public export financing — Report to the Parliament. To go further, see our article “France’s strategy on export
financing: a stick and carrot approach with fossil fuels funding phasing out and a supporting factor for EU Taxonomy compliant activities”, available here.
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https://www.climatebonds.net/files/files/the-Green-Bond-Endorsed-Project-Catalogue-2021-Edition-110521.pdf
https://gsh.cib.natixis.com/our-center-of-expertise/articles/france-s-strategy-on-export-financing-a-stick-and-carrot-approach-with-fossil-fuels-funding-phasing-out-and-a-supporting-factor-for-eu-taxonomy-compliant-activities
https://gsh.cib.natixis.com/our-center-of-expertise/articles/france-s-strategy-on-export-financing-a-stick-and-carrot-approach-with-fossil-fuels-funding-phasing-out-and-a-supporting-factor-for-eu-taxonomy-compliant-activities
https://gsh.cib.natixis.com/our-center-of-expertise/articles/integrating-sustainability-criteria-into-central-banks-asset-purchasing-programs-the-swedish-central-bank-as-a-first-mover
https://gsh.cib.natixis.com/our-center-of-expertise/articles/integrating-sustainability-criteria-into-central-banks-asset-purchasing-programs-the-swedish-central-bank-as-a-first-mover
https://gsh.cib.natixis.com/our-center-of-expertise/articles/christine-lagarde-sees-climate-change-as-mission-critical-for-the-ecb-and-opens-the-door-to-eu-taxonomy-based-asset-purchases-programs

Coverage and alignment concepts & type of criteria

How are Taxonomies designed and what concepts must be understood?

Covered activities are those for which criteria exist (i.e., are explicitly defined to assess sustainability), while aligned activities
are those that comply/fulfill these criteria.

» Covered activities are usually belonging to sectors or economic activities (in terms of economic classification codes, ex: NACE
Codes) with high GHG emissions abatement potential. For instance, the EU Taxonomy Climate Delegated Act reportedly
cover almost 80% of direct GHG emissions in Europe.

* Some enabling activities are also covered. They enable other activities to make a substantial contribution to one or more of
the environmental objectives (without leading to a lock-in, examples being manufacture of batteries or energy efficiency
equipment for buildings, storage of thermal energy).

« Nb: There are confusions between “coverage”, “alignment” or “eligibility” of activities among market participants
(some rudimentary Taxonomies are mere lists of green activities, while others such as that of EU one define for individual activities the
conditions to be fulfilled. The semantics of eligibility also refers to the satisfaction of criteria set in green, social or sustainable bond
frameworks, i.e., assets or projects meeting the eligibility criteria as per the framework and to which proceeds can be earmarked).

What are the types of criteria used?
. . DO

The very nature of the product or Its relative (compared to a baseline) and / or The respect of norms or
technology used absolute performance (thresholds). standards*

L% Green building certifications:
% g & Power generation < 100gCO2e/kWh. LEECI?A,SEBDEGEE,GI??FI%EEfM,
@ (A 11] & ,

Norms or standards can be national or international and with different levels/classes (A, B, C, etc.). They can be versatile and relate to specific technology and/or performance level
of the activity or product. Examples include those related to energy consumption of products, emission limits/class for vehicles, certifications for buildings.

SN NS S NS S EEE NN EEEEEEEEEEEEEEEEEEEEEEEEEEEEER
FEEEEEEE N EE NN EE NN SN NN NN NN NN NN NN NN EEEEEEEEEER

*LEED: Leadership in Energy and Environmental Design; BREEAM: Building Research Establishment Environmental Assessment Method; USGBC: U.S. Green
Building Council; CASBEE: Comprehensive Assessment System for Built Environment Efficiency; GRIHA: Green Rating for Integrated Habitat Assessment
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https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf
https://gsh.cib.natixis.com/our-center-of-expertise/articles/christine-lagarde-sees-climate-change-as-mission-critical-for-the-ecb-and-opens-the-door-to-eu-taxonomy-based-asset-purchases-programs
https://www.bb.org.bd/mediaroom/circulars/gbcrd/dec312020sfd05.pdf
https://www.climatebonds.net/files/files/the-Green-Bond-Endorsed-Project-Catalogue-2021-Edition-110521.pdf

Sectorial or technological trends across taxonomies

Qy

Based on
nature
of the

technology
used

Based on
relative or
absolute
performance
and / or
non-climate
objectives

18

Sectors or activities

Renewable energy Q
Electric mobility
Public mobility

Fossil fuel extraction, transport and distribution
Thermal power plants

Coal related activities

Forest and land exploitation on protected areas
Internal combustion engine (ICE) vehicles

Energy efficiency §; &gf
“Green” buildings and construction Ut
Sustainable agriculture, land use, forestry andq\’

biodiversity measures
Heavy industries (cement, steel, aluminum)

ggﬂ

Gas heating and power generation
Nuclear energy

Large-scale hydro

Industrialized agriculture

P
[

Metals & mining
Air & maritime transport

i

i

Type of alignment

Recurrently included
in Taxonomies with
little caveats

Often excluded
HEINEEYCIIES

Whose
alignment/eligibility is
determined on the
basis of relative levels
of performance

With discrepant
criteria due to their
ambivalent impacts
and social/political

sensitivity

Absent despite their
economic and
emission sheer weight

Examples of activities that are included, excluded and covered in most Sustainable Finance Taxonomies

Comments

Life Cycle Analysis (LCA) are not required
(despite legitimate concerns, but simplicity
prevails), a few Do No Significant Harm (DNSH)
criteria exist especially for biomass/biofuels,
geothermal, hydropower and public transport.

The Russian Taxonomy considers eligible
projects increasing efficiency and reduction in
harmful emissions of thermal power plants.

Hybrid vehicles are in general not excluded.

Quantitative performance criteria (quantitative or
gualitative) are set in the CBI, EU, Mongolian
Taxonomies. Agriculture and land use are
assessed according to location, maintenance of
the ecosystem and protected areas.

Gas related activities or products (including gas-
fueled vehicles) tend not to be excluded from
Taxonomies due to its lower emission intensity
compared to coal. Nuclear energy is included in
the Chinese and CBI Taxonomies.

Criteria for air and maritime transport is lacking
as well as for mining, which is rarely assessed
against its impact on water and soil pollution.
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Our Taxonomy analysis grid

We benchmarked Taxonomies based on their progress status (development stage), their explicit goals and purposes, the
sustainability objectives they addressed, their sectorial coverage, and the typology of criteria (incl. ESG negative screening

criteria).

1. Progress
status

2. Stated
goals & use-
cases

3. Sustainable
objectives
addressed

4. Sectors
covered

5. Typology of
criteria

19

The classification is based on the different life stages of the Taxonomies (announcements/rumors, mention in
sustainable finance roadmaps, drafts, consultation, final version, adoption & implementation), with details on
different authors/contributors.

Each jurisdiction establishes a Taxonomy according to its political needs, priorities and constraints, as well as the
primary users targeted (only issuers, or also investors).

Taxonomies can contribute to combat greenwashing, improve disclosure, reduce market fragmentation, help
monitoring progress, equip companies with guidance, greening public policies (climate conditionality), touch upon
financial regulation or supervision.

Depending on criteria and thresholds, and the level of integration of the Taxonomy into other regulations or
schemes, it can create strong alignment incentives and become a keystone of sustainable finance policies.

Entities and governments display different regulatory frameworks according to their geographic and economic
context (decarbonization profile, acuteness of pollution and biodiversity erosion issues).

The same environmental goals are often labeled differently from a Taxonomy to another hindering comparisons.
Their purpose can be to define significant contribution and/or significant harm (ex: “socially beneficial activities”)
as well as DNSH or even transition criteria.

The coverage (wideness and granularity) varies, with discrepant number of activities tackled. Often use and
adaptation of economic sector classifications.
Focus varies between purely green activities, intermediate levels of greenness, fossil fuels and/or brown assets

The nature of criteria depends on the sectorial coverage, pursued objectives and ambition of the Taxonomy.

The type of criteria used can include international standards and definitions, national norms or regulations,
relative or absolute performance of products, services, activities, etc.

Additional criteria can be used to apply ESG negative screening/Minimum Safeguards.

The ambition/stringency in terms of climate change pathway or sustainability is expressed by the criteria and
thresholds.
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Progress status: 2021

The timeline of taxonomy development worldwide

Mongolian Green
Taxonomy developed
with the IFC and the
Tsinghua University

Publication of the
Final Report by
the TEG

December 2019

9 March 2020

March 2019 June 20|20
|
NDRC and the PBoC UNDP China and
jointly formulated China’s the Ministry of
“Green Industry Commerce of China
Guiding Catalogue proposed an SDG
(2019 Edition)”. Finance Taxonomy

S

Draft report for a
Singaporean
taxonomy serving
the ASEAN

January 2021 April 2021 a
|
CBI Climate Ch . .
Taxonomy alnn&apt?indzrllge PBoC, issued the final
et | ey BT
anew published by Bank -t
version Negara Malaysia Catalogue (2021 Edition)”.
with hard
to abate {
sectors. &_
Cli
Bonds

January 2021

4,

Bangladesh:

Sustainable Finance Taxonomy
Policy with chapter Roadmap
on Sustainable for Chile
Finance Taxonomy |
I
! | May 2021

March 2021 |

(+)

Publication of

First version of

the ASEAN Russian

the first draft of
Taxonomy for Taxonomy for a Canadian
Sustainable Green Transition
Finance Projects taxonomy
released adopted 1
' ! By the end of 2021
November 2021

| 1 |

I-‘_ ‘
July 2021 )

I >z

End of the consultation for a Draft
Green Taxonomy in South Africa.
An expert panel recommended
developing social and transitional
criteria after the green taxonomy

Publication Draft or consultation

EU Taxonomy Regulation — available here.

Climate Bonds Taxonomy — available here.
Sustainable Finance Policy of Bangladesh —
available here.

e Chinese Green Bond Endorsed Project
Catalogue (2021 Edition) — available here.

21

Mongolian Green Taxonomy — available here.

Sources

Technical report on SDG Finance Taxonomy of
China — available here.

Malaysian Climate Change and Principle-Based
Taxonomy — available here.

Russian Taxonomy for Green Projects — available
here.

South African Draft Green Finance Taxonomy —

available here.

e Taxonomy Roadmap for Chile — available here.
e Roadmap for Sustainable Finance in Georgia —

available here.
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https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852_en
https://www.ifc.org/wps/wcm/connect/0c296cd3-be1e-4e2f-a6cb-f507ad7bdfe9/Mongolia+Green+Taxanomy+ENG+PDF+for+publishing.pdf?MOD=AJPERES&CVID=nikyhIh
https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf
https://www.bb.org.bd/mediaroom/circulars/gbcrd/dec312020sfd05.pdf
http://www.pbc.gov.cn/goutongjiaoliu/113456/113469/4236341/index.html
https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html
https://www.bnm.gov.my/documents/20124/938039/Climate+Change+and+Principle-based+Taxonomy.pdf
https://вэб.рф/files/?file=1ede59eb104185e24280ee57cf3156c6.pdf
https://sustainablefinanceinitiative.org.za/taxonomy/
https://www.climatebonds.net/2021/05/taxonomy-roadmap-chile
https://www.nbg.gov.ge/uploads/finstability/roadmap/sustainable_finance_roadmap_eng.pdf
https://www.bb.org.bd/mediaroom/circulars/gbcrd/dec312020sfd05.pdf
https://www.climatebonds.net/files/files/the-Green-Bond-Endorsed-Project-Catalogue-2021-Edition-110521.pdf
https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html
https://asean.org/wp-content/uploads/2021/11/ASEAN-Taxonomy.pdf

Progress status: 2022

e >

The timeline of taxonomy development worldwide

@ ®D )

The Canadian

A LA
anT

@

With a delay in the

The Financial Services The National The EU-China Standards taxonomy announced The Australian
Authority (O:JK) developed Treasury Singapore published Common Ground Assomaﬂop (CSA) by th.e UK trgasyry, Sustainable Finance
Indonesia’s Green launched South a consultation Taxonomy paused in the a first version is Institute published a
Taxonomy Edition 1.0, Africa’s first paper of a Green published an transition taxonomy expected to go into 204 Paper “Designing
following the country’s Green Finance Finance taxonomy updated drafting, due to consultation by Australia’s Finance
Sustainable Finance Taxonomy for financial taxonomy disagreements. Autumn 2023. Taxonomy”
Roadmap Phase II. (GFT). institutions. version. | | |
| 1 | |
January 2022 March 2022 May 2022 June 2022 fudtisyeozz December 2022
| T I | )
| + ]+ |
February 2022 April 2022 —| | @ + f + November 2022
| I I
The European Colombia launched The European The Central The Natlonal_ Publication of a draft proposal for a
Commission technical the first edition of Commission Platform on Bank of Sri Bank of Georgia "Common Framework of

expert group on

the Taxonomia

Sustainable Finance Lanka launched approved the

Sustainable Finance Taxonomies

sustainable finance Verde, the firstin released a Final Report the Sri Lanka Sustainable for LAC" by the Working Group on
released an official report Latin America. It for an Environmental Green Finance Finance Sustainable Finance Taxonomy in
for a Social Taxonomy. excludes nuclear Taxonomy Extension. Taxonomy Taxonomy. Latin America and Caribbean.
and gas. l
l ' Publication Draft or consultation
Sources

e South African Green Finance
taxonomy (1rst edition) available

here

e Sustainable Finance Taxonomy
for Georgia 2022 available here.

e The Common Ground
Taxonomy'’s latest Instruction

22

Report and Tables of Activities
are available here and here.

e Sri Lanka’s Green Finance
Taxonomy is available here.

¢ Indonesia’ Green Taxonomy 1.0
is available here.

e Australia’s sustainable finance

available here.

Taxonomy’s latest paper is
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1147377/mobilising-green-investment-2023-green-finance-strategy.pdf
https://www.treasury.gov.za/comm_media/press/2022/SA%20Green%20Finance%20Taxonomy%20-%201st%20Edition.pdf
https://sbfnetwork.org/wp-content/assets/policy-library/702_Georgia_sustainable_finance_taxonomy_2022.pdf
https://finance.ec.europa.eu/system/files/2022-06/220603-international-platform-sustainable-finance-common-ground-taxonomy-instruction-report_en.pdf
https://finance.ec.europa.eu/system/files/2022-06/220603-international-platform-sustainable-finance-common-ground-taxonomy-table-activities_en.pdf
https://www.cbsl.gov.lk/sites/default/files/cbslweb_documents/sl_green_finance_taxonomy.pdf
https://www.ojk.go.id/keuanganberkelanjutan/en/publication/detailsflibrary/2352/taksonomi-hijau-indonesia-edisi-1-0-2022
https://static1.squarespace.com/static/6182172c8c1fdb1d7425fd0d/t/639a4e8a7e058606f1a8c2e1/1671057111581/Final+Framing+Paper+15+Dec.pdf
https://www.climatebonds.net/files/files/the-Green-Bond-Endorsed-Project-Catalogue-2021-Edition-110521.pdf
https://www.ifc.org/wps/wcm/connect/4fe8c7b6-3ae7-4672-9dfb-491d8dc2e053/Georgia+sustainable_finance_roadmap_eng.pdf?MOD=AJPERES&CVID=mFYwIAe
https://www.gov.uk/government/publications/independent-expert-group-appointed-to-advise-government-on-standards-for-green-investment

Progress status: 2023

The timeline of taxonomy development worldwide

A LA
«)

Publication of

Publication of the Publication of the

fo
<

Launch of the

@

Convening of a

Mexican 2nd version of the Canada’s Taxonomy Green Finance HKMA Consultation Common Taxonomy
Sustainable ASEAN Roadmap Report with Strategy with for a Prototype of Framework for Technical Expert
Finance Taxonomy, Taxonomy. a proposal for a Taxonomy a Green Taxonomy Group to o!eyelop
which notably Ongoing Green and Transition Development Classification Devglopmen_t n Australia’s
includes gender as development of new Taxonomy as a priority Framework Latin America Taxonomy
an eligible category. TSC (2024-2025). Framework.
July 2023

May 2023

I I
I March 2023 J
| |

G r June 2023
|

’7 February 2023 April 2023 —|
|

Consultation Public consultation of the Publication of Draft Acts for Publication of the Whitepaper for Thailand Singapore-Asia
on the Australian’s Taxonomy Taxonomy Design the remaining Taxo 4 the development Sustainable Taxonomy
Singapore Design Recommendations Recommendations ' four Delegated Acts of a Climate Finance consultation on
Green and by the Australian Final Draft by the environmental with new set of Resilience ~ Taxonomy — early coal-
Transition Sustainable Finance Australian Sustainable objectives of criteria for non- Classification Phase | phase out.

Taxonomy Institute. Finance Institute. the EU climate Framework

Taxonomy objectives.
) Climate
g @ Bonids

Publication Draft or consultation
Sources
e Mexican Sustainable Finance Taxonomy available here e The UK’s Green Finance Strategy is available o Climate Bonds Climate Resilience Taxonomy
o ASEAN Taxonomy V2 available here here Whitepaper is available here
e Canada’s Taxonomy Roadmap Report is available here o HKMA Prototype of a Green Classification e Singapore-Asia coal-phase out consultation available

Framework is available here. here.

Taxo4 Delegated Acts available here e Launch of Latin America Common Framework is
Thailand publishes its Sustainable Finance available here.

Taxonomy Phase | available here

e The draft and final design recommendations for the
Australian Taxonomy are available here and here.
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https://www.gov.uk/government/publications/independent-expert-group-appointed-to-advise-government-on-standards-for-green-investment
https://asean.org/wp-content/uploads/2021/11/ASEAN-Taxonomy.pdf
https://www.gob.mx/shcp/documentos/taxonomia-sostenible-de-mexico?state=published
https://asean.org/wp-content/uploads/2023/03/ASEAN-Taxonomy-Version-2.pdf
https://www.canada.ca/en/department-finance/programs/financial-sector-policy/sustainable-finance/sustainable-finance-action-council/taxonomy-roadmap-report.html
https://static1.squarespace.com/static/6182172c8c1fdb1d7425fd0d/t/6397ed6eeab03745318a28e7/1670901166803/Framing+Paper+Final+14+Nov.pdf?utm_source=hs_email&utm_medium=email&_hsenc=p2ANqtz-8WZrn_27clLGDy1RaE91txSmBtg_fPMdea0kLGV3FApauADiZVPWdoqaohUjcEl4AQQm8T
https://static1.squarespace.com/static/6182172c8c1fdb1d7425fd0d/t/64221052e1667558180e4ae9/1679954013353/Framing+Paper+Update+March-compressed.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1149690/mobilising-green-investment-2023-green-finance-strategy.pdf
https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2023/20230530e1a1.pdf
https://finance.ec.europa.eu/publications/sustainable-finance-package-2023_en
https://www.bot.or.th/en/news-and-media/news/news-20230630-2.html
https://www.climatebonds.net/files/reports/resiliencewhitepaper_climatebondsinitiative_undrr.pdf
https://www.abs.org.sg/docs/library/fourth-gfit-taxonomy-consultation-paper-released-by-mas-(28-june-2023).pdf
https://www.unepfi.org/events/common-framework-of-sustainable-finance-taxonomies-for-latin-america-and-the-caribbean/

Timeline of the EU Taxonomy of sustainable activities

March 2021 April 2021 July 2021 December 2021
The JRC" published its Publication of the CSRD *Draft report on a Social Taxonomy Commission’s
DNSH technical assessment legislative proposal + Draft report on taxonomy extension (“Brown/red Taxonomy”) report to the
on nuclear energy - Delegated Act on Taxonomy Disclosure Requirements Council &
Climate Change Parliament on
mitigation and Adaptation June 2021 August 2021 Taxonomy
delegated acts o Draft report by the SF Platform on extension
July 2020 Pulizaon of preliminary recommendations for
The EU Taxonomy Regulation published Article 8 technical screening criteria for the
in the official journal of the EU Delegated Act

4 remaining objectives

Publication of
the Taxonomy Done Draft
Final Report by

31/12/2021 31/12/2022

Expected

31/12/2023 31/12/2024

*JRC: The Joint
Research Centre is
the European
Commission's
science and

knowledge service
that carries out
research to provide
independent
scientific advice and
support to EU policy.

24

2022
Corporates have to disclose from January on February 2022
the eligibility of their activities with Climate EU taxonomy for
objectives(i.e., % of activities covered with sl e
Taxonomy criteria) during the year. s

October 2022
PFS report on taxonomy usability and
implementation of minimum safeguards.

End 2022
PFS published its report on the 4
remaining objectives TSC.

Adoption of CDA on
Nuclear and Gas

2023
First disclosures of corporates about the alignment
of their activities (i.e., % of activities fulfilling the
taxonomy criteria) for the 2022 exercise with the EU
Taxonomy on Climate Change Adaptation and
Mitigation, as part of Article 8 of the EU Taxonomy
(Regulation (EU) 2020/852)

June 2023 2024
Adoption First disclosures of financial
delegated entities about the alignment
acts for the 4 of their portfolios (2023
remaining exercise) with the EU
objectives Taxonomy all 6 objectives
" b}
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The 2022 newcomers: Indonesia, South Africa, Colombia, Sri Lanka, Georgia

- Indonesia launched a first edition of its Green Taxonomy in January 2022.
Its structure is based on the Indonesia Standard Industrial Classification (KBLI) and includes “green sectors” as well as
sectors / groups / activities that are yet to be classified as “green”.
2, 733 sectors were studied and 919 could be mapped into sub-sectors, 904 of them are not green “yet” and 15 can be considered

Indonesia as green.
Green 3 colors : Unlike other taxonomies, Indonesia’s applies a traffic light system: green “protect or improve the environment”, yellow
Taxonomy 1.0 “not significantly harmful to the environment”, red “harmful to the environment” (source).

South Africa’s National Treasury released its Green Finance Taxonomy’s first edition in March 2022.
It offers an official classification defining a minimum set of sectors, assets and projects eligible to be deemed “green” and the
standards these need to meet. (source).

—

It focuses on climate change, but the future drafts are expected to include other key issues (biodiversity, land use). South Africa
Green Finance
Taxonomy
Colombia launched its green Taxonomy (Taxonomia verde) in April 2022.
- It covers 18 sectors, assets and economic activities contributing to climate mitigation and detailed objectives for 3 land-use
sectors (forestry, agriculture and livestock sectors), responsible for 59% of the country’s GHG emissions.
Colombia Colombia also launched a Taxonomy alignment tool.

Green Taxonomy

Sri Lanka’s central bank launched a Green Finance Taxonomy with the IFC in May 2022.

This is the first taxonomy to use both the EU International Platform on Sustainable Finance’s Common ground Taxonomy along
references from the IFC’s blue finance guidelines and climate smart agriculture advice.

The taxonomy covers climate mitigation and adaptation, as well as ecological conservation.

It does not mention nuclear power, but rather gas fired power plants (with lifecycle emissions lower than 100gCO2/kWH Sri Lanka
eligible) (source). Green Finance

Taxonomy
Geo_rgla + + The National Bank of Georgia approved the Sustainable Finance Taxonomy in August 2022 (source.)
Sustainable . . ; P - .
. It englobes both social and green finance and identifies sectors and activities for these 2 categories.
Finance . o ) o .
o ol The taxonomy identifies, for each sub sector, different criteria and technical standards.
Taxonomy
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https://sustainablefinanceinitiative.org.za/taxonomy/
https://www.ifc.org/wps/wcm/connect/4fe8c7b6-3ae7-4672-9dfb-491d8dc2e053/Georgia+sustainable_finance_roadmap_eng.pdf?MOD=AJPERES&CVID=mFYwIAe
https://www.taxonomiaverde.gov.co/webcenter/portal/TaxonomaVerde
https://www.treasury.gov.za/comm_media/press/2022/SA%20Green%20Finance%20Taxonomy%20-%201st%20Edition.pdf
https://sustainablefutures.linklaters.com/post/102hm4p/south-africa-launches-green-taxonomy
https://www.ojk.go.id/keuanganberkelanjutan/Uploads/Content/Regulasi/Regulasi_22012011321251.pdf
https://nacounsels.com/indonesia-green-taxonomy/
https://www.cbsl.gov.lk/sites/default/files/cbslweb_documents/sl_green_finance_taxonomy.pdf
https://www.responsible-investor.com/esg-round-up-sri-lanka-launches-green-taxonomy-with-ifc/
https://sbfnetwork.org/wp-content/assets/policy-library/702_Georgia_sustainable_finance_taxonomy_2022.pdf
https://nbg.gov.ge/en/media/news/the-national-bank-of-georgia-approves-the-sustainable-finance-taxonomy

The 2023 newcomers: Mexico, EU Taxo 4, ASEAN V.2, and Thailand
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Mexico published its Sustainable Taxonomy in March 2023.
The Taxonomy includes 124 economic activities across 6 economic sectors and focuses on : i) climate change \i@;}
mitigation; ii) climate adaptation and iii) gender equality.

Mexico’s core environmental objectives mirror the EU Taxonomy’s ones. Mexico also defined social objectives:
Gender equality, Access to basic services related to sustainable cities, Health, Education and Financial inclusion

Use of the Taxonomy is currently voluntary, but it is expected to provide an influential framework to guide capital flows in

the jurisdiction that are focused on sustainability.

Mexican
Sustainable
Finance Taxonomy

* X % In June 2023, there EC made amendments to the EU Taxonomy Climate Delegated Act, which include the non-
climate objectives. The first objectives of the Taxonomy were adopted in June 2021 and have been applicable since
January 2022.

With the Taxo4 new batch of 48 assessed economic activities were introduced (versus 51 in the publication made
by the Platform on Sustainable Finance on March 2022). The EC also took advantage of this Delegated Acts to
develop criteria for 13 new economic activities contributing to the climate mitigation and adaptation objectives.
Next steps: The final delegated acts should be fully in force by the 1st of January 2024.

* *
* *
* *

* 4 *

EU Sustainable
Finance
Taxonomy

Publication of an updated version of the Taxonomy, the ASEAN Taxonomy Version 2. New version provides guiding
guestion, decision trees and case studies for all environmental objectives (Eos) and essential criteria (EC).
Taxonomy categorizes economic activities as green (contribute or enable mitigation), amber (contribute to
decarbonization where mitigation of other harm to environment activities is necessary) or red (do not contribute or
enable mitigation and do not meet safeguards).
The Taxonomy also includes Plus Standards with three tiers: Tier 1 (green) and Tier 2 and 2 (amber). Further technical

. LT . . L . ASEAN V. 2
screening criteria is being developed. The expectation is to finalize this by 2025.

In June 2023, the Bank of Thailand (BOT) and the Securities and Exchange Commission (SEC), co-leads, of
I Thailand’s Taxonomy, published the first phase of their taxonomy. (source)
_ The Thailand Taxonomy Phase | focuses on the energy and transportation sector, which represent the largest
proportion of the country’s emissions.
| The Taxonomy follows a traffic light system with metrics and thresholds from green, amber (transitional) and red
Thailand (excluded). As to date the taxonomy only has two sectors, generic DNSH criteria was created (source).
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https://www.sbfnetwork.org/wp-content/uploads/2023/03/1131_Mexico_Mexican_Sustainable_Taxonomy_March-2023.pdf
https://finance.ec.europa.eu/publications/sustainable-finance-package-2023_en
https://asean.org/wp-content/uploads/2023/03/ASEAN-Taxonomy-Version-2.pdf
https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852_en
https://www.bot.or.th/content/dam/bot/documents/en/news-and-media/news/2023/news-20230630-2.pdf
https://www.bot.or.th/content/dam/bot/financial-innovation/sustainable-finance/green/Thailand_Taxonomy_Phase1_Jun2023_EN.pdf
https://www.lexology.com/library/detail.aspx?g=8b9de2d0-b6c8-45b0-9ae5-e9fa2d97a127

Focus on Taxonomies under development

Sample of announcements

I T S : :

I » o "‘ I
1§ Al * . il |
l Kazakhstan Canada United Kingdom Australia Hong Kong :

e e o o o e e e e e e e e mm mm mm mw mm mm mm Em Em = e

According to the Astana International Financial Centre (AIFC), Kazakhstan intends to develop a green taxonomy.

climatic parameters”. No draft document, discussion or working paper is available online.
In June 2022 : a social Taxonomy draft (“Taxonomy of Social Projects for ESG Finance Markets”) was proposed

Kazakhstan = - = )
financing criteria for social bonds and loans (source).

The Tsinghua University “proposed to adapt the Taxonomy of Mongolia, given the similarity of countries in terms of environmental and

with social

Creation of the “Green Technical Advisory Group” in charge of developing a green taxonomy in June 2021. Like the EU TEG, it will
propose the approach to develop “a UK Taxonomy that is usable and practicable for financial and non-financial firms®. (source)

In October 2022 : the GTAG published “Advice on the Development of a UK Green Taxonomy”. It recommends a two-track approach of
“adopt some and revise some”. This involves using the majority of the EU Taxonomy’s Screening Criteria (EU TSC) and putting aside
elements deemed problematic, such as DNSH criteria. In March 2023: Government Published its updated Green Finance Strategy to

highlight its priority in developing its Taxonomy.

N L7

2 [N
United
Kingdom

Published a Taxonomy Roadmap in March 2023, with the support of 25 of the largest financial institutions in the country. A unique

aligned with

Paris Agreement benchmarks. Exclusion: projects related to solid fossil fuels (e.g., thermal coal mining, coal-fired power

I*I feature of the Canadian Taxonomy is that it is considering transition activities, high-emitting activities not yet

generation) or that create carbon lock-in and path dependency.

Canada Short-form taxonomy expected by Summer 2023.
The private sector led Australian Sustainable Finance Institute (ASFI) released more details on the sustainable finance taxonomy in e
December 2022. Transition categories, using a traffic light system will be included (with a color-coding system), similarly to the i * ' .
ASEAN, Singaporean and European Extension draft taxonomies. (source). In March 2023, ASFI published the final recommendations _
for the Australian Taxonomy and is currently convening a Technical Expert Group to develop its Taxonomy throughout 2023-2025. Australia
In May 2023, the Hong Kong Monetary Authority published a prototype proposal to develop a Green Taxonomy for Hong Kong. This
has gone a public consultation phase and the next steps are for the development of technical screening criteria for energy,
Hong Kong  transport, water and buildings. (source)
Y 2" NATIXIS
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https://aifc.kz/media-o-nas/aifc-discusses-issues-on-taxonomy-of-green-projects-for-kazakhstan/
https://gfc.aifc.kz/news/the-transition-to-social-taxonomy-in-kazakhstan-was-discussed-within-the-green-growth-forum-on-the-sidelines-of-astana-finance-days/
https://www.gov.uk/government/publications/independent-expert-group-appointed-to-advise-government-on-standards-for-green-investment
https://www.proskauer.com/alert/uk-green-taxonomy-initial-recommendations-published
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1149690/mobilising-green-investment-2023-green-finance-strategy.pdf
https://www.gov.uk/government/publications/independent-expert-group-appointed-to-advise-government-on-standards-for-green-investment
https://www.investmentmagazine.com.au/2022/12/australia-progresses-on-climate-disclosure-taxonomy/
https://static1.squarespace.com/static/6182172c8c1fdb1d7425fd0d/t/64221052e1667558180e4ae9/1679954013353/Framing+Paper+Update+March-compressed.pdf
https://www.canada.ca/en/department-finance/programs/financial-sector-policy/sustainable-finance/sustainable-finance-action-council/taxonomy-roadmap-report.html
https://www.gov.uk/government/publications/independent-expert-group-appointed-to-advise-government-on-standards-for-green-investment
https://www.canada.ca/content/dam/fin/publications/sfac-camfd/2022/09/2022-09-eng.pdf
https://www.canada.ca/content/dam/fin/publications/sfac-camfd/2022/09/2022-09-eng.pdf
https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2023/20230530e1a1.pdf
https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2023/20230530e1a1.pdf
https://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2023/20230530e1a1.pdf

Taxonomies are evolutive: stages of life & regular review
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THE BEDROCK OF SUSTAINABLE FINANCE ROADMAPS

Some jurisdictions have announced their intent to develop sustainable finance Taxonomies. It often take the form of national
roadmaps, guidance or reports about a sustainable finance strategy where the development of a Taxonomy is sometimes
described as a catalyst and as the bedrock of future product design and integrity. Examples:

 Roadmap for Sustainable Finance in Georgia
* Final Report of the Expert Panel on Sustainable Finance & Taxonomy Roadmap Report for Canada

DIALOGUE & CONSULTATION

In some cases, before publishing a final document, drafts are being open to consultation. This practice is and has been used in the
European Union and in China. During this intermediate stage, authors of the Taxonomy already know the direction and the objectives
pursued. These intentions can also be disclosed in technical reports. Examples:

» Draft Green Finance Taxonomy - South Africa

* Public Consultation Report on Taxonomy extension options linked to environmental objectives — EU

» Social Taxonomy draft report — EU

EVOLVING & ITERATIVE NATURE

Ideally, Taxonomies evolve over time as technologies develop and as more and more entities and countries shift their business
models. They should be classifications evolving in hand with scientific, economic and technical knowledge and capabilities. For
the moment, few Taxonomies include continuous review and development models.

Examples:

+ The Mongolian Green Taxonomy is to be reviewed every 3 to 5 years “policy shifts, scientific developments, technological changes,
and new industry needs in the green finance space”

* The EU Taxonomy and the underlying technical screening criteria outlined in Delegated Acts are subject to review and modification.
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https://www.ifc.org/wps/wcm/connect/4fe8c7b6-3ae7-4672-9dfb-491d8dc2e053/Georgia+sustainable_finance_roadmap_eng.pdf?MOD=AJPERES&CVID=mFYwIAe
https://publications.gc.ca/collections/collection_2019/eccc/En4-350-2-2019-eng.pdf
https://www.canada.ca/content/dam/fin/publications/sfac-camfd/2022/09/2022-09-eng.pdf
https://sustainablefinanceinitiative.org.za/wp-content/uploads/2021/06/Draft-Green-Finance-Taxonomy.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-platform-report-taxonomy-extension-july2021_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sf-draft-report-social-taxonomy-july2021_en.pdf

Taxonomies’ strategic objectives are manifold
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Extra-territorial effects of
Taxonomies

Depending on the market and
economy they are designed for
(in terms of scale, dependance),
Taxonomies can have extra-
territorial effects that can be
indirect (i) or direct (ii):

i. Companies may want to
align their products with local
Taxonomies in  countries
where they sell products like
they do for any other standards
(health, technical
characteristics).

ii. Taxonomy regulations may
apply to market participants
located outside a jurisdiction
or engaged in free trade
agreements. Ex: European
Disclosure obligations will apply
to financial actors offering
products in the EU*.

* Source: EU Commission: “FAQ about the work of the European Commission and the Technical Expert Group on Sustainable
Finance on EU Taxonomy & EU GBS”, available here.

Several countries developed Taxonomies with implicit sovereignty and independence objectives.
As a reminder, existing Taxonomies include those of the European Union, Mongolia, Malaysia, Russia,
Bangladesh and China for instance. The UK clearly states that it aims at positioning itself at the
forefront of green finance.

Japan and Canada currently develop transition Taxonomies that would reportedly help heavy-emitting
industries’ transition towards carbon neutrality in 2050 rather than focusing on pure green activities.
In the case of Canada, there is an ambition to “export” the Taxonomy to mining or resource-heavy
economies (Australia, Chile) but also to be used in the United States, or the Americas more broadly.
Chile aims to develop criteria for its mining industry (as does New Zealand with criteria only for
agriculture).

In July 2021, the EU launched a consultation over Taxonomy extension, including transitional criteria.
Taxonomies of Malaysia, Bangladesh, South Africa and Singapore may include similar criteria.

Becoming an influential financial Center

Singapore has similar objectives to the UK and aims at creating a Taxonomy that would serve financial

institutions in the entire ASEAN region and to become leading green finance hub in Asia.

* One can thus notice some intrinsic/hidden competition in the APAC region with the Malaysian
Taxonomy - that has been released in April 2021 - and probably to some extent with the Chinese
Catalogue and the under development Japanese taxonomy.

* In the Americas, Canada and Chile will both develop Taxonomies with criteria for resource-heavy
economies (incl. mining).

* In Europe, cooperation is difficult regarding the creation of a green finance hub and its location (Paris,
London, Frankfurt, etc.).
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https://www.meti.go.jp/press/2019/03/20200331002/20200331002-2.pdf
https://publications.gc.ca/collections/collection_2019/eccc/En4-350-2-2019-eng.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/200610-sustainable-finance-teg-taxonomy-green-bond-standard-faq_en.pdf

Progress status in the largest GHG emitting countries

Out of the major emitting economies, two jurisdictions already have sustainable finance Taxonomies (China, EU).

+ The EU Commission adopted Delegated Acts with technical criteria related to climate change mitigation and adaptation in June

™ 2021.
b » The first companies’ reports and investors’ disclosures using those criteria are due at the beginning of 2022.
Taan” * In July 2021, draft reports on social and transition/brown Taxonomies were released. The social taxonomy was shelved indefinitely.
* In June 2023, the EU published the Delegated acts for the remaining four environmental objectives of the EU Taxonomy (Taxo 4).
6% of Worldwide With this new activities are covered in sectors such as manufacturing, water supply, buildings and environmental protection. It is
GHG emission expected that the Taxo4 will only be applied from 1 January 2024 onwards.

Idbank, 2016 . . . .
(werldban ) + The EU Taxonomy remains the most comprehensive and sophisticated scheme (See our studies about the EU Taxonomy)

. * In April 2021, the People’s Bank of China (PBoC), the National Development and Reform Commission (NDRC) and the China
* Securities Regulatory Commission (CSRC) jointly issued the "Green Bond Endorsed Project Catalogue (2021 Edition)“.
» The 2021 Edition of “Green Bond Endorsed Project Catalogue” removed “clean coal” from the previous version.
+ This new Catalogue might serve as a bedrock for a more standardized and clarified Chinese taxonomy in the future.

25% of Worldwide (See our article on the draft Green Bond Endorsed Project Catalogue)

GHG emission

Yet, India and the Unites States still do not have sustainable finance Taxonomies

» India does not yet have a sustainable finance taxonomy. As the Reserve Bank of India laid out in its “2019 Report on Trend and
Progress of Banking in India”, there is a lack of a standardized terminology allowing for the development of green financial

markets.
» However, in May 2017, the Securities and Exchanges Board of India released a circular defining green debt securities through a
list of generic use-of-proceeds categories (available here) and a detailed memorandum about green bond disclosure requirements
7% of Worldwide (available here).
GHG emission » To our knowledge, the only attempt to develop a green taxonomy was a report defining green finance supported by the UNEP and

the Shakti Foundation, an NGO facilitating India’s energy transition (available here).

* The United States have not announced any plan to develop a sustainable finance Taxonomy yet.

+ However, through his 2021 executive order on “tackling the climate crisis” (see our article here), President Biden is paving the way
for such developments as the US is to develop a comprehensive climate finance plan to promote climate-aligned investments.

* Moreover, the White House Office of Domestic Climate Policy has been created and is tasked with coordinating domestic
climate policy and ensuring the consistency thereof.

12% of Worldwide
GHG emission

30 Sources: ) ) ) *The four remaining environmental objectives are: the sustainable use and protection of water and marine
EC Europa (Oct 2020), International Platform on Sustainable Finance resources; the transition to a circular economy; pollution prevention and control; the protection and
Natixis GSH (2020), Eu taxonomy for sustainable activities Skydiving Kit restoration of biodiversity and ecosystems



https://gsh.cib.natixis.com/eu-taxonomy
https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/international-platform-sustainable-finance-annual-report-2020_en.pdf
https://gsh.cib.natixis.com/api_website_feature/files/download/11673/EU_Taxonomy_for_sustainable_activitie_skydiving_kit_Natixis_GSH_Sept_2020.pdf
https://gsh.cib.natixis.com/our-center-of-expertise/articles/a-greener-green-bond-catalogue-the-incoming-china-s-unified-taxonomy-notches-new-win
https://www.sebi.gov.in/legal/circulars/may-2017/disclosure-requirements-for-issuance-and-listing-of-green-debt-securities_34988.html
https://www.sebi.gov.in/sebi_data/meetingfiles/1453349548574-a.pdf
https://shaktifoundation.in/wp-content/uploads/2019/08/Building-a-Consensus-on-the-Definition-of-Green-Finance-1.pdf
https://gsh.cib.natixis.com/our-center-of-expertise/articles/president-biden-s-executive-order-tackling-the-climate-crisis-fleshes-out-his-campaign-promises-on-climate-change

The quest for customization and criteria sovereignty

Country Details - Strategies to Taxonomy development, partnerships and specific goals
Mexico
+ Cooperation of the Association of Mexican Banks (ABM) with the German Corporation for International Cooperation (G1Z),
.@. UNEP/UNDP and the Network for Greening the Financial System (NGFS). Taxonomy published in March 2023.
U * The UK Green Technical Advisory Group (composition here) reviews the UE taxonomy metrics to adapt them
nited . . ; ; . . .
Kingdom » Joined the Internatlona! Platform on Sustainable Finance to support & benefit from developments of common international
standards on Taxonomies
N LA » The first set of Technical Screening Criteria for the Taxonomy was planned to be legislated no later than 1 January 2023. A
Z LN public consultation on the Taxonomy is expected for Autumn 2023.
* Ambition: to position itself at the forefront of green finance and be the 15t to make TCFD* disclosures fully mandatory
across the economy by 2025
Georgia + Cooperation with the IFC, National Bank of Georgia in the Sustainable Banking Network.
+ i+ » Align with global definitions (e.g., EU) to facilitate cross-border investments
+ 0 » Align with local requirements to help local institutions to achieve Georgia’s sustainability goals
South Africa . «pjfferences between international and South African contexts studied to develop localized standards.” (Briefing report)
N * Work on green & transitional thresholds to prepare ground for the incorporation of social and [just] transitional dimensions
>‘_ « Coop. with IFC and the Sustainable Banking Network (like Georgia), the National Business Initiative and the Carbon Trust
+ Consultation on the Draft Green Finance Taxonomy closed. The Draft mimics the EU Taxonomy, many criteria are similar

Bangladesh  Eyisting taxonomy - Working group to review national regulations and international standards (according to the World

Bank) and consult with industries, experts and advisors to create a comprehensive list of green products and initiatives
eligible for financing and a clearly defined scope for financing green innovations. Taxonomy is

Many countries view the EU Taxonomy as a benchmark, follow other international developments and best practices.
Countries seek to adapt criteria to local contexts with the main goal of accelerating sustainable investment through better
data.
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https://www.abm.org.mx/responsabilidad-social/2014/ABM(ingles)/index.html
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/992190/07-06-21_Membership_list.pdf
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/international-platform-sustainable-finance_en
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1147377/mobilising-green-investment-2023-green-finance-strategy.pdf
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/company-resources/sustainable-finance/sbn
http://sustainablefinanceinitiative.org.za/wp-content/downloads/Stakeholder_Briefing_Document_9_October_2020.pdf
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/company-resources/sustainable-finance/sbn
https://sustainablefinanceinitiative.org.za/wp-content/uploads/2021/06/Draft-Green-Finance-Taxonomy.pdf
http://documents1.worldbank.org/curated/en/953011593410423487/pdf/Developing-a-National-Green-Taxonomy-A-World-Bank-Guide.pdf
https://www.bb.org.bd/mediaroom/circulars/gbcrd/dec312020sfd05.pdf
https://www.banxico.org.mx/sistema-financiero/d/%7B3A8C7F15-9FE1-9A2A-DCF7-6C6D11A0E1DB%7D.pdf
https://www.gov.uk/government/news/chancellor-sets-out-ambition-for-future-of-uk-financial-services
https://www.ifc.org/wps/wcm/connect/4fe8c7b6-3ae7-4672-9dfb-491d8dc2e053/Georgia+sustainable_finance_roadmap_eng.pdf?MOD=AJPERES&CVID=mFYwIAe
https://sustainablefinanceinitiative.org.za/taxonomy/

Several local Taxonomies have leveraged the EU Taxonomy

Various countries have seen the EU Taxonomy as a source of inspiration providing some metrics and benchmarks. They seek to close existing Taxonomies
gaps or include activities not covered. Pure green and transitional metrics will be distinguished and included.

Details - Strategies to Taxonomy development, partnerships and specific goals

Country

Malaysia + Existing Taxonomy — In April 2021, Malaysia released its Climate Change Taxonomy with 5 levels: CC mitigation — CC adaptation — no
significant harm to the environment - remedial measures to transition — prohibited activities.

E » The Taxonomy has been published following a discussion paper and survey in December 2019 by the Central Bank.
More than 80 institutions responded in September 2020.

Mexico + Existing Taxonomy — In March 2023, Mexico released its Sustainable Taxonomy.
» Its development has been led by the Ministry of Finance with the participation of more than 200 technical experts from various industries,
sectors and international organizations.
I@‘I » The Taxonomy has been leveraging on the EU Taxonomy, especially for the Do No Significant Harm elements. The Mexico Taxonomy

leverages on the EU 6 environmental objectives and adds the following social objectives: Contribution to gender equality, Access to basic
services related to sustainable cities, Health, Education and Financial inclusion.

Canada * In Canada, the development of a Transition Taxonomy was not sponsored by the Federal Government but rather by the private sector (6
major banks, pension funds and insurance companies) and some corporations. With the creation of the Sustainable Finance Action Council,
government has become involved, with the publication of a Taxonomy Roadmap report in early March 2023. The Roadmap has been backed by

I*I the country’s 25 largest financial institutions.

* The Canadian Standards Association (CSA) Technical Committee for Sustainable Finance initially led the Taxonomy, which will aim at being
additive to the EU Taxonomy, and then the SFAC took over. It will include the following sectors: Energy (up-, mid-, downstream), Power
production, Agriculture, Forestry, Cement, Steel, Aluminium, Mineral & Mining.

Chile
« Cooperation with the German International Climate Initiative*, Climate Bonds Initiative (CBI) and the Inter-American Development Bank.

i » Inclusion of mitigation but also adaptation & resilience, due to climate risks & adverse impacts on various sectors, such as water in Chile.
» Will cover activities not covered by EU Taxonomies like mining (big copper and lithium exporter) and nature-based solutions.

Singapore - On January 281 2021, the Green Finance Industry Taskforce - convened by the Monetary Authority of Singapore (MAS) - proposed to
develop a Taxonomy that would be used by Singapore-based financial institutions who are also active in the ASEAN region.
o » Serves a sovereignty / influence objective as the goal is to turn Singapore into a leading green finance hub in Asia.
* Would also encompass transition activities (see here). Intends to carry an analysis of the gaps between the European, the Malaysian
(considered pure Climate Change) and Chinese Taxonomies. Thresholds mirror EU Taxonomy but adapting it to make it more flexible in an
evolving international system. As of July 2023, is considering early coal-phase out and thus the Taxonomy is yet to be published.

*Since 2008, the International Climate Initiative (IKI) of the German Federal Ministry for the Environment, Nature Conservation, Building and Nuclear Safety (BMUB) has been financing
climate and biodiversity projects in developing and newly industrializing countries, as well as in countries in transition.

32 Source: Inter-American Development Bank, sustainable Finance Action Council, Bank Negara Malaysia; Monetary Authority of Singapore.
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https://www.bnm.gov.my/documents/20124/938039/Climate+Change+and+Principle-based+Taxonomy.pdf
https://www.canada.ca/en/department-finance/programs/financial-sector-policy/sustainable-finance/sustainable-finance-action-council/taxonomy-roadmap-report.html
https://abs.org.sg/docs/library/gfit-taxonomy-consultation-paper
https://www.asiaasset.com/post/24262-masenvironmentrisk-gte-0129
https://www.banxico.org.mx/sistema-financiero/d/%7B3A8C7F15-9FE1-9A2A-DCF7-6C6D11A0E1DB%7D.pdf
http://publications.gc.ca/collections/collection_2019/eccc/En4-350-2-2019-eng.pdf
https://www.bnm.gov.my/-/climate-change-principle-based-taxonomy
https://www.climatebonds.net/2021/05/taxonomy-roadmap-chile
https://abs.org.sg/docs/library/gfit-taxonomy-consultation-paper

International coordination efforts

It offers a high level of ambition and granularity with thresholds and minimum safeguards (i), an understandable classification that could be used by various
financial, corporate and public actors (ii).

i Few Taxonomies are as detailed/granular as the EU taxonomy. The criteria used to assess sustainability are varied: they can involve criteria related to the
absolute and/or performance of the products, the nature of the product, activity or technology (technical characteristics). Several Taxonomies are based
(or being inspired) on the EU taxonomy such as ISO 14030 or the UK & South Africa’s Taxonomies under development.

ii. A broad scope of 88 activities are assessed for climate change mitigation, and 95 for adaptation for now in the Climate delegated acts.
The activities are classified according to the Statistical Classification of Economic Activities in the European Community, commonly referred to as NACE,
which is the industry standard classification system used in the European Union.

Peravy The International Standardization Organization (ISO) is a well-recognized organization that develops standards and norms.
Iso It developed a series of environmental management norms under the umbrella of the ISO 14000 Norms. ISO / DIS 14030 more specifically focus on
green debt instrument. It is composed of four parts, one being associated with the process for green bonds, the second one for green loans, the third
v one is a Taxonomy mimicking the EU Taxonomy, while the fourth chapter is the verification process of green debt instruments.

Climate Bonds Initiative is an international, investor-focused not-for-profit enjoying wide legitimacy among investors and is therefore in the position to Cllmate
propose standards. In January 2021, the Climate Bonds Taxonomy released an updated version of its taxonomy. It is an easy-to-use climate-focused NmATIVE
taxonomy for investors. Bonds

\ The International Capital Market Association, or ICMA, is the global professional organization, with de facto regulatory competence, of investment

.\\ ICMA banks and securities companies. It creates market standards and developed the Green Bond Principles, the Social Bond Principles, the
Itermatioa Sustainability Bond Principles and the Sustainability-Linked Bond Principles. In December 2020, it released a Climate Transition Finance
2’;“( Handbook for issuers of transition bonds. The ICMA did not develop a Taxonomy per se, but the Social Bond Principles eligible projects seem to
o have inspired the Chinese SDG Finance Taxonomy.

The International Platform on Sustainable Finance (IPSF) is a dedicated working group on Taxonomies, co-chaired by China and the EU. ;\'g International
Its objectives are to compare existing Taxonomies for environmentally sustainable investments developed by public authorities of member countries, "“ Platfo{rm on
identify similarities and differences in their respective approaches, criteria and outcomes. This working group published the IPSF Common Ground - Sustgmable
Taxonomy Instruction Report on 4 November at COP 26 which displays commonalities and differences between the EU and China’s taxonomies. "

This work will provide an important basis for developing a common classification tool for the global green and sustainable finance market.

. . . : P
33 Source : EC Europa (Oct 2020), International Platform on Sustainable Finance GREEN & SUSTAINABLE /'C\OIRAO‘II?(IS
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https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/international-platform-sustainable-finance-annual-report-2020_en.pdf
https://gsh.cib.natixis.com/api_website_feature/files/download/11673/EU_Taxonomy_for_sustainable_activitie_skydiving_kit_Natixis_GSH_Sept_2020.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=PI_COM:C(2021)2800
https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852_en
https://www.iso.org/obp/ui/#!iso:std:75559:en
https://www.climatebonds.net/files/files/CBI-Taxonomy-Sep18.pdf
https://www.climatebonds.net/files/files/CBI-Taxonomy-Sep18.pdf
https://www.icmagroup.org/

The International Platform on Sustainable Finance

The IPSF is a forum. It cannot create binding, legal or financial obligations, nor does it create
standards. It facilitates exchanges, compares, coordinates initiatives of public authorities to scale
up sustainable finance. The creation of a Common Ground Taxonomy compiling similarities
between existing Taxonomies is one of its projects.

Q

In the Taxonomy Roadmap of Chile, four pathways are identified:

Many countries see the IPSF as a competent coordinating body

—

29
Cu

Copper

To adopt the activities and criteria from an international taxonomy such as the EU Taxonomy
To adapt and modify the international Taxonomies to suit the local context in Chile

To develop a new taxonomy from scratch

To collaborate with other countries in the region to develop a regional-level taxonomy (the roadmap has been developed
in association with the Inter-American Development Bank (IDB)).

Under pathway #2, the approach is to: adopt criteria that can be used directly (“low-hanging fruit”), modify criteria when a
gap or national need is seen, develop criteria for activities unique to Chile. As Chile has an important mining industry
(especially copper), “Chile can lead the initiative and work with experts globally through collaborations with the
members of the IPSF to develop technical criteria required to transition towards zero-emission mining” (page 45)

N L1
“The UK taxonomy will take the scientific metrics in the EU taxonomy as its basis and [...] review these metrics to ZglinN
ensure they are right for the UK market and to support and benefit from the development of common
international standards on Taxonomies, the UK also intends to join the International Platform on Sustainable
Finance.” (HM Treasury)

O
as

“A number of key stakeholders need to embrace the Taxonomy in order for it to be considered a success; [...] the following

could be considered as useful measures of success:

a) The extent to which the taxonomy is compatible / consistent with other Taxonomies. Given capital is global, as
are capital market participants, it is important that the taxonomy is compatible / consistent with other Taxonomies.
[...] the taxonomy should make use of a consistent approach and language, be inter-operable with other
Taxonomies|...]. Efforts at tracking such developments are being conducted by the International Platform on
Sustainable Finance.” (page 6)

34 Source : EC Europa (Oct 2020), International Platform on Sustainable Finance

Chilean Ministry of Finance, “Taxonomy Roadmap for Chile” (May 2021) — available here

Members of the IPSF
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https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/international-platform-sustainable-finance-annual-report-2020_en.pdf
file:///C:/Users/ggondjian/Downloads/Taxonomy%20Chile%20Report,%20A4,%20EN%20vf%20(5).pdf
https://www.climatebonds.net/2021/05/taxonomy-roadmap-chile
https://www.gov.uk/government/news/chancellor-sets-out-ambition-for-future-of-uk-financial-services
https://www.gov.uk/government/news/chancellor-sets-out-ambition-for-future-of-uk-financial-services
https://abs.org.sg/docs/library/gfit-taxonomy-consultation-paper
https://abs.org.sg/docs/library/gfit-taxonomy-consultation-paper

Proposal for a Climate Resilience Taxonomy

Blueprint for developing a climate resilience classification framework

DESIGNING A CLIMATE RESILIENCE
CLASSIFICATION FRAMEWORK

Climate Bonds

88¢

Resilient Agrifood

System

Types of Investments

+ Adapted investments: integrated
measures that reduce material
physical climate risk to the asset,
activity or entity (asset-focused).

» Enabling investment: enable the
climate resilience of other assets,

activities or entities (system-focused).

$E)UNDRR

Sectors Covered by the Resilience Taxonomy

C

Resilient Industry
& Commerce

©

Resilient
Health

Yt

0

Resilient Nature
& Biodiversity

-'\.J'H_.

"t
52

Resilient
Cities

Resilient
Infrastructure

Resilient
Societies

Principles

Key principle 1: Substantial °
Contribution to climate resilience

Key principle 2: Avoiding

maladaptation and significant harm to

sustainability objectives

While most taxonomies focus on climate, mitigation has been the main objective addressed, and consequently most financing
have gone toward mitigation asset and projects. Taxonomies such as the EU, the UK and the Climate Bonds, do include
adaptation, but there is no fully dedicated resilience taxonomy. To address this gap and expand climate resilience financing,
the Climate Bonds Initiative published a Whitepaper with a proposal for a climate resilience classification framework.

Eligibility
Automatically eligible: substantial
contribution, does not have the
potential for maladaptation, does no
significant harm.

Standardized checks: ensuring

specific technical specifications are

met.

* Further assessment: must meet
technical screening criteria.

Example of Finalized Framework

Further
assessment:

Standardized
checks:

Groundwater
storage

Water storage

Water supplies
migre resilient

= Environmental
and social
(E&S) impacts

+ Resilience of
other water
users

Standardized
assessment: checks:
+ Flood risk. * E&Simpacts
mapping
* Resilient to [x]
year flood
* Resilience of
affected parties:
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https://www.climatebonds.net/files/reports/resiliencewhitepaper_climatebondsinitiative_undrr.pdf

Latin America & Caribbean Common Taxonomy Framework (1/1)

An example of a regional set of principles for taxonomies’ development in LAC

= On 10 July 2023, the Working Group on
Sustainable Finance Taxonomy in Latin
America and the Caribbean published the

o 0 LAC TAXONOMY COMMON FRAMEWORK
Common Framework of Sustainable Finance
Taxonomies for Latin America and the b oem T
Caribbean (LAC). o B
GP-1 GP-2 GP-3
Seek interoperability Make material positive Provide cl_ear definitions that
- b hartsnes | [ et oo e | | ovremer o e b
= The Common Framework was originally sndsvoddamage | | forcber sursinabsity muns
proposed to identify guiding principles and key : @ :
. . e . . 2 .
structural elements (objectives, classification : oP-a ops . :
. . S S L s s | | e | | e guosgoennce |+
COMMON systems to identify se_ctors/ activities eligibility D[ | | | | TEREET |
F criteria  through metrics and thresholds) to : :
N S ensure comparability and interoperability of : :
TAXONOMIES taxonomles. T_hese last two prln(_:lples are _@j_ = _E
O LT AR crucial to avoid market fragmentation. Y Eq E.2 E-3 :
AND THE CARIBBEAN * | oojectives| | somtars Actvies LA
= The Framework aims for taxonomies to be ]S || |PEERT My
: . DN i | M G | S peys :
interoperable and harmonized. ) _sns.,s‘sm 3 e | ® Spmimes | ¢
. gﬁ;m;w:_“": B Trenstionactivtes | M Considerations .
i o ) : T | w gt | S|
= Its two main objectives are climate change : e e
mitigation and climate changed adaptation. R AR '
Source : Common Framework = The Framework should be tested in at least
on Sustainable Finance th it
Taxonomies, July 2023. ree countries.
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https://www.unepfi.org/wordpress/wp-content/uploads/2023/07/Common-Framework-of-Sustainable-Finance-Taxonomies-LAC.pdf

The “EU-China’s” Common Ground Taxonomy (1/7)

37

-
* * N
* *
* o x
Background

In July 2020, the EU and China initiated a Working Group within the International Platform on Sustainable Finance (IPSF) to undertake
atechnical comparison of the taxonomies from the two jurisdictions.

On 4t November 2021, the Working Group released its first phase report: the IPSF Common Ground Taxonomy (CGT)*.

The IPSF Common Ground Taxonomy identifies commonalities and differences between the two classifications.

This document also aims at enhancing worldwide comparability and interoperability of sustainable finance standards.

The Common Ground Taxonomy (CGT)...

X IS NOT

A benchmark identifying commonalities and differences in EU
and China’s taxonomies on climate change mitigation criteria
Technical documents for voluntary reference

A generic methodology for benchmarking taxonomies in
general

An analytical tool or reference (guidance) for
jurisdictions when developing their own taxonomies

other

A ‘common’ or ‘single’ taxonomy nor a standard :
Formally or legally endorsed by any IPSF member§
jurisdictions
A legal documentation entailing requirement/obligation for :
either jurisdiction to change their taxonomy
Covering all eligibility features in the EU and China i
taxonomies yet :

CGT'’s recipients & use-cases *November 2021 Deliverables

E B e

Mostly Chinese and European Green bond issuers and verifiers (e.g., in
the context of offshore green bond issuances from Chinese companies, or
panda bonds issued in mainland China by western companies)

Various entities, including banks and financial institutions, willing to
assess their business alignment with low carbon economy objectives.

Instruction Report
(background,
methodological
explanations)

Development finance institutions and reporting entities interested in 43 pages Feedback/
international definitions of climate finance. International standard setting Activities’ table consultation
bodies considering the CGT as a reference for working on other sustainable E]—I—E (the taxonomy itself, document
finance standards. covering 61 activities) 6 pages

Jurisdictions such as national governments or regional bodies looking for
toolkits or guidance to develop their own taxonomy.

62 pages
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https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/211104-ipsf-common-ground-taxonomy-instruction-report_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/211104-ipsf-common-ground-taxonomy_table_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/211104-ipsf-common-ground-taxonomy_table-call-for-feedback_en.pdf
https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852_en

The “EU-China’s” Common Ground Taxonomy (2/7)

* X % **-
* * *
* * *
* *

* 5 X

Environmental objectives and sector coverage mapping

EU Taxonomy environmental China Taxonomy environmental
objectives

Climate change mitigation

objectives

Climate change response
Climate change adaptation

The sustainable use and protection of

water and marine resources Environmental improvement

(pollution control and ecological

The protection and restoration of .
conservation)

biodiversity and ecosystems
The transition to a circular economy

More efficient resource utilization
(circular economy, waste recycling
and pollution prevention)

Pollution prevention and control

Common Ground Taxonomy Environmental Objective

Climate Change mitigation

EU Taxonomy objectives
(currently /inalisgd! -

Chart | Scope of comparison

China Green Bond Endorsed Project
Catalogue

EU Taxonomy eligibility steps

Comply with
minimum
safeguards

Objectives:

_-==""" Catalogue: o
+” 4 levels of sector/sub-sector detail %,
\* description of eligible activities ,’

~

Although, the environmental objectives of EU and China taxonomies can
be broadly matched, it varies at more granular level. Thus, the working
group limits the scope of analysis to climate change mitigation,
where the 2 taxonomies share more similar features.

= The CGT is based on the International Standard Industrial
Classification of All Economic Activities (ISIC, available here) for
sector classification and mapping.

= Only sectors included in both the EU and China taxonomies are
covered yet (i.e., ICT and green services are not in the scope).

= The Common Ground Taxonomy on climate mitigation comprises 7
sectors, 6 of them are in line with ISIC. Activities not fitting into the
ISIC classification framework are categorized under “Others”.

= A total of 61 activities are included in the current version of CGT,
covering 87 activities under the EU Taxonomy and 94 activities
under the China Taxonomy, within the scope of climate mitigation.

38 Source: Ibid. IPSF, Instruction report, November 2021

Macro-sectors coverage in the CGT:

» Agriculture, forestry and fishing

* Manufacturing

+ Electricity, gas, steam and air conditioning supply

*  Water supply; sewage, waste management and remediation activities

+ Construction

+ Transportation and Storage

+ Others (i.e., Underground permanent geological storage of CO2 and
Hydrogen storage)

7 A NATIXIS

GREEN &SUSTA\NABLEQ_‘ ~ﬂ1 CORPORATE
& INVESTMENT BANKING


https://unstats.un.org/unsd/classifications/Econ/isic
https://ec.europa.eu/info/files/international-platform-sustainable-finance-common-ground-taxonomy-report-2021_en
https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852_en

The “EU-China’s” Common Ground Taxonomy (3/7)
Analysis grids— Our approach VS. IPSF’s approach

39

Approach followed by the

Common Ground
Taxonomy

History of
development process

Scope of analysis

Section mapping

Scenario analysis
methodology

Description

The CGT introduces respective contexts
and development process of the EU and
China taxonomies.

The EU taxonomy sets 6
environmental objectives, whereas
China taxonomy reflects 3 objectives.
The CGT only covers climate
mitigation activities during this 1st
phase. It also identifies priority sectors
based on emission levels for further
sector and criteria mapping.

The CGT's sector classification system
is based on the International Standard
Industrial  Classification of All
Economic Activities (ISIC). Activities
of EU and China taxonomies are
mapped against this ISIC neutral code
to enhance the comparability.

The CGT concludes the descriptions
and technical screening criteria of each
activity into 6 scenarios. It proposes to
reach common ground without minor
changes of either taxonomies.

Natixis’ corresponding

analysis grid

Progress status

Sustainable objectives
addressed &
Sector covered

Sector covered

Not comparable

* X % **-
* * *
* * *
* *

* 5 X

Comments

The CGT presents EU and China taxonomies
background, purposes and differences, in
order to better understand respective
contexts.

China taxonomy is not built on how economic
activities  contributing to 3 overarching
environmental objectives (the approach is
slightly different)

Different from Natixis's approach to
benchmark against the EU taxonomy, the
CGT'’s sector classification is based on the
international recognized ISIC. Majority of
jurisdictions use it as their sector
classification or derive from it.

Benchmarking at ISIC provides a neutral
approach to categorize activites and
generate greater reference significance to
other jurisdictions.

The methodology of CGT is not designed
to develop common criteria.

It shows the results of the comparison on
which area of activites and criteria are
overlapped, more stringent, or obvious
divergence.
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https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852_en

The “EU-China’s” Common Ground Taxonomy (4/7)

Scenario analysis & criteria

*
* X % * *
* * *
* * *
* *
* g *

The Common Ground Taxonomy uses a “scenario analysis approach” to evaluate the detailed descriptions and technical screening
criteria of each activity and ascribe them with 6 scenarios.

Scenario #1:
Areas with clear
overlaps

Scenario #2:

EU criteria are
more stringent
and/or detailed

Scenario #3:
China criteria are
more stringent
and/or detailed

Scenario #4:
Identifiable
overlap

Scenario #5:
Unclear overlap

Scenario #6:

Obvious
divergence

40

Activities in the two taxonomies assessed have
overlaps and can be considered comparable
within the scope/for the purpose of the CGT

report.

Activities that were clear to map but where the
EU screening criteria were either narrower in
scope or more stringent and/or more detailed

than Chinese criteria.

Activities that were clear to map but where the
China criteria were either narrower in scope or
more stringent and/or detailed than EU criteria.
The stringent and/or detailed criteria are
described more precise in the CGT (i.e.. China
definition/criteria).

Activities that have some alignment in scope of
activities. Both criteria are described.

Activities that were very difficult to map in the
other taxonomy.

Activities that there was obvious differentiation.

Recipients can either refer to EU or
China criteria/definition, they are deemed
as the same or equivalent.

EU criteria/definitions are used in the

CGT as it is more stringent. Recipients

can check China criteria in its taxonomy

with activity reference number stated in
the CGT.

China criteria/definitions are used in
the CGT as it is more stringent.
Recipients can check EU criteria in its
taxonomy with activity reference number
stated in the CGT.

Due to lack of clarity in criteria, some are
technically difficult to compare, both EU
and China criteria are stated for this
phase. Recipients can refer to the criteria
that best fit.

Excluded from the CGT.

Excluded from the CGT.

NATIXIS’ VIEW ON THE CGT

This first piece of work undertaken by the IPSF
is very much welcome

However, there are several shortcomings as it
stands today:

Explanations are not provided on the scenario
chosen (absence of justifications)

Readers must “blindly trust” the text without
disclosure about the underlying information
and specific criteria leading to pick a scenario
rather than another

Overlap in terms of activity or sector perimeter
and overlap regarding criteria nature and/or
stringency should be distinguished

Stringency and granularity are mixed up while
they should not

Stringency cannot only be assessed in terms
of thresholds, especially as the same metrics
are not always used

The table document is not self-sufficient as the
technical criteria from the Chinese Catalogue
are not quoted (readers must refer to the
sections mentioned in the Catalogue, which
themselves often incorporate reference to
legal documents)

As a bedrock, having official translations in
both languages of the EU Taxonomy (in
Mandarin) and of the Catalogue (in English,
although a version was recently released)
would be very helpful for market participants
All'in all, the usability is limited for the moment
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http://www.pbc.gov.cn/goutongjiaoliu/113456/113469/4342400/2021091617180089879.pdf
https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852_en

The “EU-China’s” Common Ground Taxonomy (5/7)

Examples of scenarios 1 and 2

Scenario 1: Areas with clear overlap

contribution criteria

CGT Number and - - ]
Activity Name 1.3 Electricity generation from wind power
Description| GCoenstruction or-operation-of-electricity-generation-facilities that produce---{-—-------------
electricity from wind power.
Substantial

Jctivity meets description above]

Additional notes

China activity: 3.2.2.1 Construction and Operation of Wind Generators
EU activity: 4.3 Electricity generation from wind power

Owverdap Scenario #1 |Areas with clear overlaps{
scepareScenario Explanations: China and EU have the same description and
selected and technical criteria, which is related to the nature of the technology or
explanations asset itself

Scenario 2: EU criteria are more stringent

CGT Number and E2 2 Recycling non-hazardous waste
Activity Name
Description Construction and operation of facilities for the sorting and processing of
separately collected non-hazardous waste streams into secondary raw
materials involving mechanical reprocessing, except for backfilling
purposes.
Substantial At least 50% of the weight of collected materials is converted into
contribution criteria secondary raw materials
{EU one)

Additional notes

The China activity that overlaps with but is broader than the specified
scope includes:
1.5.2 2 Recycling of waste and discarded resources

Scenario selected
and explanations

Scenario #2 EU criteria are more stringent
Explanations:

B e et + The EU taxonomy set weight percentage threshold for waste
recycling, whereas China's taxonomy does not have such
threshold, nor specifies qualitative stricter activities features.

+ EU criteria are shown above and is more stringent in terms of
screening criteria.
41 Source:

IPSF, International Platform on Sustainable Finance on Common Ground Taxonomy Table, November 2021

In the next slides, we have been adding explanations or
clarifications that we would consider as helpful for CGT users
and adding usability (track changes on the original text.

The source of the description should be mentioned, ie. whether it is a copy
paste of the EU taxonomy, of the Chinese Catalogue or a mix of both

There is a confusion between “description” and “criteria”, although it is right
that quantitative threshold does not apply in this specific instance (the
technology agnostic threshold of 100gCO2/KWh of the EU Taxonomy does
not apply in the case of electricity generation from wind power).

h Overlap in terms of activities covered (scope and sector granularity) and in

terms of criteria must be differentiated.
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https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/211104-ipsf-common-ground-taxonomy_table_en.pdf
https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852_en

The “EU-China’s” Common Ground Taxonomy (6/7)

Examples of scenarios 3

Scenario 3: China criteria are more stringent

CGT Number and D1.1 Electricity generation using solar photovoltaic technology
Activity Name
Description Construction or operation of electricity generation facilities that produce

electricity using solar photovoltaic (PV) technology.

Substantial The component products selected for solar photovoltaic power generation Su ag ested |ayo ut
contribution criteria facilities should meet the following requirements:
(Chinese one) 1) The minimum photoelectric conversion efficiency of polycrystalline
silicon cells and monocrystalline silicon cells shall not be less o
than 19% and 21% respectively; CGT Number and Activity Name

2) The minimum photoelectric conversion efficiency of polycrystalline

silicon cell modules and single crystal silicon battery modules

shall not be less than 17% and 17.8% respectively;

3) The minimum photoelectric conversion efficiency of silicon-based, CIGS, Description and its source

CdTe and other thin-film battery modules shall not be less

than 12%, 14% , 14% , 12% ;
4) The decay rates of palycrystalline silicon battery modules and
monocrystalline silicon battery modules shall not be higher than 2.5% Scenario selected
and 3% in the first year, and not higher than 0.7% per year, and not higher
than 20% within the period of 25 years; the attenuation rate
of thin-film battery module shall not be more than 5% in the first year, no . . . o
more than 0.4% per year in the following year, no more than Substantial contribution criteria
15% within the penod of 25 years.

Additional notes The EU activity that overlaps with but is broader than the specified scope

includes:
4 1. Electricity generation using solar photovoltaic technology Explanatlons
et Scenario #3: China criteria are more stringent
scenaneScenano Explanations: ..
selected and +  China taxonomy sets minimum/maximum conversion Additional notes
explanations efficiency and attenuation rate indexes for PV projects,

whereas EU taxonomy does not have such limits.

« China's criteria are shown above and 1s more granular
and prescriptive in terms of eligible projects (efficiency
and lifespan criteria that somehow serve as DNSH

criteria).

4o Source: IPSF, International Platform on Sustainable Finance on Common Ground Taxonomy Table, November 2021 Yol VY NATIXIS
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https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/211104-ipsf-common-ground-taxonomy_table_en.pdf

The “EU-China’s” Common Ground Taxonomy (7/7)

Next steps

Stakeholders were invited to provide feedback on the Common Ground Taxonomy Table (available here) by 14 January 2022.
As emphasized in the Common Ground Taxonomy Instruction Report, the working group compared only some features of the EU and
China taxonomies for the first phase, other missing parts are planned to be incorporated into future work.

Envisioned Extensions

Additional sector: The current CGT only covers the sectors that significantly contribute to the GHG emissions to both jurisdictions,
other enabling sectors such as ICT and services will be considered for future iteration of work.

Additional environmental objectives: In the next step, the working group will put forward additional environmental objectives, map and
assess corresponding criteria in the two taxonomies.

Transition considerations: The working group will work to evolve more transition considerations and activities, to enable the transition
of high emissions activities.

New areas of alignment in existing activities where mapping alignment was challenging, and more research work needed to
understand possible commonalities. The working ground assessed 80 activities in total, there are 19 of them are still pending for further
analysis.

Other eligible features: features such as DNSH and minimum safeguards would be considered in the future stage to strengthen the
comparability and interoperability.

Other jurisdictions: Other finalized taxonomies could be added to the current analysis.

The Hong Kong Monetary Authority (HKMA) intends to take the Common Ground Taxonomy as reference to design its
tailored sustainable finance taxonomy according to its own economic structure. By referring to the common ground
taxonomy, Honk Kong is expecting to participate more actively to the international green capital flows.
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Case study, the Belt and Road Initiative Taxonomy (1/3):
An example of a classification aiming at a global influence

The Belt and Road Initiative (BRI) was proposed by China’s president XI Jinping in 2013, inspired by the historical Silk Road. It aims at promoting the
connectivity of Asian, European and African continents and their adjacent seas, increase trade and investment volumes, boost economic growth and
establish all-dimensional networks. China is the lead investor, in 2020, investments reached around USD 47 billion despite a 54% decline compared
with 2019. As of June 2021, 172 countries and international organizations have signed cooperation agreements with China for the BRI (BRI Portal,

available here).

Greening the BRI

Infrastructure investments within the framework of BRI can accelerate economic growth
and promote social development, but it can also lead to rising pollution, greenhouse gas
emissions and biodiversity loss. In particular, the large amount of investment flowing
into fossil fuels has elicited much controversy and criticism. This is both inconsistent
with the climate goals of international communities, increases the risk for investors and
ecologically fragile areas. Since 2017, China has been advocating “high quality” and
green development of the BRI, a series of overarching documents released by China
and its international partners, including Green Investment Principles for Belt and Road.
(Read our 2018 flagship report on the topic, available here)

Green Development Guidance for BRI Projects (GDG)

U The BRI taxonomy was released in December 2020, by the Belt and Road Initiative
International Green Development Coalition (BRIGC). (Available here)

U BRIGC was established after the second Belt and Road Forum in April 2019, with over
140 Chinese and international organizations, including World Resources Institute,
UNEP, Tsinghua University etc. It is supervised by the Chinese Ministry of Ecology
and Environment. It aims to guide BRI investment to shift from brown to green.

U It provides 9 recommendations for greening the BRI, a classification system and the
positive and negative lists focusing on the environmental, climate and biodiversity
impacts of projects. A potential BRI taxonomy is under development.

U In May 2021, BRIGC launched the phase Il of the research, with the purpose of
specifying application guidelines for financial institutions, developers and stakeholders
involved, and refine technical criteria.

Source: Belt and Road Initiative

BRI Projects Classification

Environmental Goals

* Pollution prevention

+ Climate change mitigation
* Biodiversity conservation

Categories of economic activity
* Energy
* Transport
* Manufacturing

*  Mining
* Agriculture
+ Land-use

Targeted audience: governments, financial institutions,
owners of investment projects and all stakeholders involved

GREEN & SUSTAINABLE

Y NATIXIS

CORPORATE
INVESTMENT BANKING


https://www.yidaiyilu.gov.cn/gbjg/gbgk/77073.htm
https://gsh.cib.natixis.com/our-center-of-expertise/articles/the-next-big-challenge-greening-the-belt-and-road-initiative
http://en.brigc.net/Reports/Report_Download/202012/P020210202120471013629.pdf
http://en.brigc.net/
http://en.brigc.net/Reports/Report_Download/202012/P020201201717466274510.pdf

Case study (2/3)
BRI Projects classification and lists

Classification methodology

A 3-color method is proposed (Traffic light system) based on
environmental impacts of the projects:

(encouraged projects, positive list)
(neutral projects)

Red (require stricter supervision and regulation, negative list)

2 steps to identify and label/characterize the projects:

It considers 2 factors: significant harm and benefits on
environment + mitigation/compensation/adaptation
mechanisms.

- Step 1: Evaluation on positive contribution and significant harm
potential based on the 3 environment goals:

* Positive contribution>
¢ Neither harm nor benefit>
» Significant harm-> Red

- Step 2: Evaluation on mitigation and/or compensation (M/C)
effort for red projects identified in step 1

* No M/C measures—> Red

* With M/C measures, generate positive contribution->
Red/

* With M/C measures, neither harm nor benefit >Red/

Each project is evaluated based on its project characteristics and
M/C measures. M/C measures evaluation provides potential
opportunities for the transition of high-emitting activities,
further criteria needs to be specified in later stage of research.

45

Q

Examples of Positive & Negative BRI Project Lists

Label Red Red/ Red/
Sector Energy Energy Energy Transport Transport
Construction

Construction Construction RSB . and
n and Construction and

and and . ; operation of
. . operation maintenance of !
. operation of operation of ) ) gas fired
Project ) . of waste- freight rail
coal-fired  wind power power plant
. to-energy transport
power generation, . . and
. . infrastruc infrastructure .
production projects associated
ture )
facilities
Gas-fired
Not used for energy can
transportation of only be seen
fossil fuels,  as a transition
Specify bird electrified or ~ technology if
migratory existing plan to no other
areas, implement forms of
Significant design Including electrification baseline

Specification harmtothe standards, pollution
environment GB/ISO, or  control

within 5 years. energy supply
Mitigation is available..

other local measure on strict  Mitigation
relevant protection of measure:
standards biodiversity and Application of
minimization of CCUS to
impacts on reach less
biodiversity than 100g
CO2e/kWh
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Case study (3/3)

Sample of BRI’s screening criteria

Environment objective #1:
Pollution prevention

For all sectors to follow neutral criteria +
» Improvement of either air, water, and/or soil
quality through project, relative to pre-project
implementation status;
and/or
« Directly enables other activities to make a
substantial contribution to pollution control,
while not leading to a lock-in of assets that
undermine long-term environmental goals

For all sectors:
* No negative impact on water quality
* No negative impact on soil quality
* No negative impact on air quality
» No significant negative noise impact in air, on
ground, or in water

For all projects at risk of not meeting either of the
neutral criteria

Significant

harm

Source: Adapted from Green Development Guidance for BRI projects Baseline Study Report, BRIGC (2020)

These screening criteria are

Environment objective #2:
Climate change mitigation

Energy sector: <100g CO2e/kWh average emissions
over whole project lifecycle and supply chain
Manufacturing: low carbon emission either through use
of at least 90% green electricity and/or offsetting of at
least 90% emissions
Transport: Zero direct emissions or total emissions from
interurban passenger rail<50 CO2e/passenger-km until
2025
Agriculture: reduction in GHG emissions over a period

Energy sector: 100-300g CO2e/kWh average emissions
over whole project lifecycle and supply chain

+ Manufacturing: use of electricity similar to neutral
category

Transport: Zero direct emissions or total emissions from

interurban passenger rail<50 CO2e/passenger-km until
2025

Agriculture: no significant reduction or increase of CO2

emissions

Energy sector: >300g CO2e/kWh average emissions
over whole project lifecycle and supply chain
At risk of not meeting either of the neutral criteria for
transport and manufacturing
Agriculture: significant Increase in CO2e production
through inappropriate management

reportedly based on best practices from China,
(e.g., CBI Taxonomy), to accommodate different approaches. The positive contribution criteria on climate change mitigation is in line
with the EU taxonomy for energy and transport sectors. Meanwhile, it does not specify the thresholds of GHG emissions reduction in
agriculture as China’s Green Bond Endorsed Project Catalogue. It is worth mentioning that all projects encroach on key biodiversity

areas are labelled red. In current stage, only macro-sectors screening criteria are available.

the EU and

Environment objective #3:
Biodiversity conservation

Neutral criteria + improvement of biodiversity

For all sectors:
*  Not within 10 km of key biodiversity (KBA)
and its supply chain not affecting KBA
» Not affecting ecosystem service, livelihoods
of hunters, gatherers, fishers
+ Impact limited to within <500 m of site
* No affect on routes of migratory species
» All biodiversity impacts reversible within 24
months after project disassembly

For all projects at risk of not meeting either of the
neutral criteria

international standards
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Case study, ASEAN Taxonomy (1/3)
An example of a regional classification

[ The ASEAN Taxonomy Board (ATB) was established by the ASEAN Finance Ministers and Central Bank Governors Meeting | ASEANTAXONOMY FOR
| in March 2021. |

| On the sidelines of the COP26, the ATB unveiled the “ASEAN Taxonomy for Sustainable Finance Version 1”. |
| - Itaimed to be an overarching and inclusive guide for ASEAN Member States (AMS).

- The ASEAN Taxonomy is developed based on a multi-tiered approach with two main elements: a principles-based |
| Foundation Framework which provides a qualitative assessment of activities, and a Plus Standard with metrics and |
| thresholds to further qualify and benchmark eligible green activities and investments (in version 1, only methodology is |

included, detailed criteria and thresholds will be developed in the future).
| . ASEAN Taxonomy’s recipients are Policy makers, market participants and international investors interested in ASEAN market |

Available here

Chart | ASEAN’s multi-tiered Taxonomy

Tier 1 : Foundation Framework (FF) Tier 2 : Plus Standard (PS)*

s Activity-level criteria to assess if activities contribute to
o environmental objectives

Sector selection methodology

+ Based on the International Standard Industrial
Classification of All Economic Activities (ISIC),
same as the Common Ground Taxonomy (CGT).

+ The ATB identifies priority sectors based on GHG
emission and gross value added (GVA)*

A\

Environmental objectives Classification system
and essential criteria L

Specific

Green-FF Seceeshont Thresholds Classification

Environmental Objectives Meets one or fthe criteria & Pathways system

EO1: Climate change mitigation e

r
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
E£92. Clmate clangs adaptation i e Focus Sectors Thresholds (for Green-PS ! ]
: ; I i i 1
EO3: Protection of healthy Specific e lected sectors) e S i Six most material sectors selected -
L SRS I 1
N 1 1
1 1
E I 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
]

: i itigation /GH »
& transition to circular i :rriz:gl i em'be/r i
o be developed
eeanomy Other sectors + DNSH (to be
Metrics and thresholds explored) Red - PS
to be developed in To be developed
Red- FF subsequent versions of

» agriculture, forestry and fishing
* manufacturing
» electricity, gas, steam and air conditioning supply
» transportation and storage
» construction and real estate
+ water supply, sewerage and waste management

Enabling sectors

* Information and communication (ICT)
« Professional, scientific, and technical activities
» Carbon capture, utilization, and storage (CCUS)

Essential Criteria

EC1: Do no significant harm

EC2: Remedial efforts to transition the Taxonomy
Causing harm and no efforts to

remediate

* Included sectors account for over 85% of the GHG emissions and 55% of the GVA in ASEAN, and also aligns
with the coverage of other major international taxonomies, which will serve as a good base for comparability and
interoperability among taxonomies.

Source: ABT, ASEAN Taxonomy for Sustainable Finance Version 1, November 2021 Y Y NATIXIS
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https://asean.org/wp-content/uploads/2021/11/ASEAN-Taxonomy.pdf
https://asean.org/wp-content/uploads/2021/11/ASEAN-Taxonomy.pdf

Case study, ASEAN Taxonomy (2/3)

Foundation Framework

The Foundation Framework is applicable to all AMS, stakeholders in the financial
sector and business enterprises. Foundation Framework is climate change
mitigation as the main objective

The screening criteria is qualitative based sector-agnhostic screening criteria and
decision flow (shown on the right side) and is based on climate change mitigation as
the main objective

It categorizes projects into 3 types, similar to BRI “traffic light” mechanism

Green FF: clearly contributes to or enables climate change mitigation

: activities contributing to decarbonization where mitigation of other harm
to environmental objectives is necessary
Red FF: does not contribute to or enable climate change mitigation and/or fails to
meet other safeguards

The Plus Standard will include activity-level technical screening criteria for
activities within the material sectors identified (will be developed in the next phase)
The Plus Standard will serve as a complementary part of the Foundation Framework
with activity-level criteria and thresholds to determine if an activity is under green,
amber or red categories.

Methodology

)
)

@)

The Plus Standard intends to take a stacked approach in developing activity-
level thresholds. There are three tiers of threshold for a single activity to reflect
different starting points (shown on the right side)

Tier 3 (Entry): less stringent and determined by agreed metrics

Tier 2 (Intermediate): more stringent than Tier 3 but still higher than the most
ambitious threshold

Tier 1 (Advanced): most ambitious threshold, and will be aligned with global net zero
goal by 2050

Detailed Plus Standard Classification System is under development.

48 Source: ABT, ASEAN Taxonomy for Sustainable Finance Version 1, November 2021

1. Decarbonis ation
2. Carbon lock in

3. No significant no significant

harm

PI us Standard No | reensr | Amber FF Red FF Amber FF Red FF

Specificmetrics. E.g. Emissions

Chart | Sector Agnostics Decision Tree

B
1A

Actiity enables
Actiity other actiities

supporls
) 1o support
climate change climate thange
mitigation miigation

28
Measures are
underwayto
transition away

fiom hig

1c

Activity
promotes GHG
reduction

2D

Measures are
underwayto

transition away

28
Activity does
notlock in high
carbon actiity

2¢
Activity doss
notlock in high
carban activity

3A 3B
Actiity causes
ne significant
harm to other
environmental

objectives

Activity causes

harm to other
emironmental
objectives

4A
Harm s being
mitigated

48
Harm is being
mitigated

Chart | lllustration of the staked approach

Upper limit established by specified metric (e.g. average emissions of that activity in the region)

Aperformance level not

Tier 3: Entry meeting T1 but above business
as usual and will be retired at
an established paint in ime

Aperformance level not meeting
Tier2: Intermediate T1 but contibuting sigrificanty,

and will be retired at an

established point in ime

This is the tier where the performance s““ﬂnc%s
Tier 1: Advanced level is aligned with global net zero ey iy
targets and/or Paris Agreement oy g, .
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https://asean.org/wp-content/uploads/2021/11/ASEAN-Taxonomy.pdf
https://asean.org/wp-content/uploads/2021/11/ASEAN-Taxonomy.pdf

Our Taxonomy analysis grid : Looking into the ASEAN Taxonomy (3/3) @

The ASEAN Taxonomy for Sustainable Finance uses 2 documents : the Foundation Framework, applicable to all AMS and allows for a
gualitative assessment of activities and the Plus standard, with metrics and thresholds to further qualify and benchmark eligible green activities

and assessments.

1. Progress status

2. Stated goals &
use-cases

3. Sustainable
objectives
addressed

4. Sectors covered

5. Typology of
criteria
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The ASEAN Taxonomy Board (ATB) has issued the Version 1 of the ASEAN Taxonomy for Sustainable Finance in November 2021. A targeted
consultation process is how being undertaken with stakeholders, to further develop the ASEAN Taxonomy.

*  Provide a common framework for the 10 ASEAN Member countries, promote and incentivize ASEAN’s transition to a low carbon economy
region with common guidance :

*  “The ASEAN Taxonomy will be the overarching guide for all ASEAN Member States, providing a common language and complementing their respective
national sustainability initiatives”

*  “The ASEAN Taxonomy ‘has been developed to serve as a common building block that enables an orderly transition and fosters sustainable finance
adoption by ASEAN Member States (AMS)”, “across the different jurisdictions to communicate and coordinate on labelling for economic
activities and financial instruments.”

*  “A regional Taxonomy can provide alignment on underlying principles and serve to inform AMS policy makers, AMS stakeholders in financial markets,
and international investors.”

*Source : Asean Taxonomy for Sustainable Finance Version 1, available here.

* 4 Environmental Objectives :
Climate Change Mitigation

Climate Change Adaptation * Protection of healthy ecosystem and diversity
+  Promotion of resource resilience and transition to circular economy

+ The ASEAN Taxonomy identified 6 focus sectors (based on their GHG emissions and GVA) : agriculture and forestry, fishing (i), Manufacturing (ii),
Electricity, gas, steam, and air conditioning supply (iii), water supply, sewerage, waste management and remediation activities (iv), construction & real
estate activities (v), transportation and storage (vi).

The hierarchical classification ISIC, which englobes 21 sectors (with sub sectors) for the Plus Standard and identifies 3 “Enabling sectors” : Information
and communication (i), Professional, scientific and technical activities (ii) and carbon capture, utilization and storage (iii). The Plus Standard “aims to
eventually cover as wide a scope of sectors as relevant and possible.”

The Foundation Framework (FF) classifies activities in one of 3 ways based on qualitative criteria:
Green FF (Clearly contributes or enables climate change mitigation), Amber FF (activities contributing to decarbonization where mitigation of other harm
to environmental objectives is necessary), Red FF (does not contribute to or enable climate change mitigation and/or fails to meet other safeguards).
The Plus Standard (PS) uses metrics and thresholds to further qualify and benchmark eligible green activities and investments : Green PS, Amber PS, Red
PS. Includes DNSH and “Remedial Efforts to Transition”.
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https://www.sfinstitute.asia/wp-content/uploads/2022/11/ASEAN_Taxonomy_V1_F.pdf
https://asean.org/wp-content/uploads/2021/11/ASEAN-Taxonomy.pdf
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Case Study: Mexico’s Sustainable Taxonomy (1/3)

The Mexican Taxonomy for Sustainable projects & activities relects the
national priotieis in achieving climate and sustainable development
commitments (e.g., the NDCs, SDGs and 2030 A)genda. Its development was
led by the Ministry of Finance, and it aims to create a framework to mobilize
capital towards sustainable activiities.

Specific purposes

The Mexican Sustainble Taxonomy objective is to create a framework that
estalishes a credible and science-based classification for projects and activities to
deemed as sustainable. It aims to:

Faciliate financial flows and mobilize capital for sustainable activities

Generabe reliable information to mitigate greenwashing

Provide transparency

Create a basis for the deelopment of public policies for susstainable finance in
Mexico

Address social gaps and vulnerabilities

Financial instruments for which the taxonomy is designed
The Mexican Taxonomy has been designed for different purposes.

For companies, accesing investment via thematic bonds and loans.

For credit insitutions portolio aligment to the taxonomy, as welll as product and
service design for green, social and sustainabile projects and activities.

For insitutional investors, demand sustaianble projects and assets, and
taxonomy alignment reporting.

For National Agencies, budget aligment and creation of frameworks to mobilize
invesment.

Primary users identified in the Taxonomy

Companies in the real sector
Credit institutions
Institutional Investors
Government Agencies

*States alignment of environmental bojectives to the EU and Colombian Taxonomy
for interopability and comparability.

*Source: Taxonomia Sostenible de Mexico. Gobierno de Mexico — Hacienda.

iR

GUH}]IHNU DE

MEXICO | HACIENDA

Taxonomia

De México

Click here to access document online

Environmental goals (as written in the Taxonomy)

Climate Change Mitigation .
Climate Change

Adaptation

Management of marine .

and water resources

Conservation of
ecosystems and
biodiversity

Promotion of the circular
economy

Pollution Prevention and
Control

Categories of economic activity

Agriculture, Livestock,
Forestry

Electricity & water supply
Construction

Manufacturing
Transport

Waste management &
remediation services

Social goals (as written in the Taxonomy)

Gender equality

Access to basic services
(sustainable cities)
Health

GREEN & SUSTAINABLE
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Financial Inclusion
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https://вэб.рф/files/?file=2d22e1e1576a8770c1171f13deae297f.pdf
https://www.gob.mx/cms/uploads/attachment/file/809773/Taxonom_a_Sostenible_de_M_xico_.pdf

Our Case Study: Mexico’s Sustainable Taxonomy (2/3)

Climate and Social Objectives, Parameters and Criteria

Framework and principles Excerpts

The Taxonomy provides a description of each environmental and social objective, including
details of the screening criteria (substantial contribution), evaluation of do no significant
damage and minimal safeguards.

-k
- B

1. Mitigation. Technical screening for mitigation activities in the selected sectors includes:
a. Economic Activity NACIS Code
b. Description of activity, including eligible activities, products, as well as exclusions. ala g
c. On substantial contribution to climate mitigation (gCO2e) and minimum requirements for '

activities to be considered sustainable.

1 1 1 1 i 1 1 Objetivos 1} Parametro Contribucion sustancial I“I]N.o‘ Dapo V) Salvaguardas

d. Do no damage evaluation (water, adaptation, biodiversity, pollution prevention and control, S| DR | v— T Significativo i

and circular economy.

Mitig

2. Adaptation. Technical screening is based on:

a) Substantial contribution to adaptation, including adapted activities or enabling activities.

b) Criteria for adaptive activities focus on reduction of physical risks, support for system wide
adaptation, and monitoring results.

c) Criteria for enabling activities include the support given to other economic activities.

d) Description of climate risks, including projections for Mexico.

e) Specific adaptation measures for agriculture and livestock, in addition to mitigation criteria.

f) Do no significant damage for the six taxonomy sectors.

3. Gender equality. Gender Equality Index, with three pillars (decent work, well being, social

inclusion):

a. Criteria for decent work (equal pay, equal access and labor development, care and co
responsibility) — 66 points

b. Criteria for well-being (promotion of equal access to good and services, health with gender
equality perspective, economic and social empowerment) — 54 points

c. Social inclusion (peace context, value chain inclusion, increase in social participation) — 54

points e
d. Maximum score (174 points) and minimum score (72 points).
e. Do damage and minimum safeguard criteria. I _@}
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Our Taxonomy analysis grid: Looking into Mexico’s Taxonomy (3/3) [}

Mexico’s Taxonomy builds on social objectives, building on the country’s focus on sustainable GOBIERNO DE

development

1. Progress
status

2. Stated goals &
use-cases

3. Sustainable
objectives
addressed

4. Sectors
covered

5. Typology of
criteria
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MEXIco | HACIENDA

The Mexican Ministry of Finance (Secretaria de Hacienda y Crédito Publico) launched the Mexican Taxonomy in March 2023. In this first
phase, the Taxonomy will focus on three main objectives: climate change, gender equality and access to basic services related to
sustainable cities. The taxonomy initially is voluntary, but Mexican authorities have indicated plans to evaluate regulatory efforts, parallel
to the Taxonomy’s rollout. A Taxonomy tool to support usability is expected to be launched in 2023.

The stated objective of the Mexican Taxonomy is to created a credible, unified, legitimate and science-based classification system to
define economic activities as sustainable.

It also highlights is contribution to wider strategic objectives: i) mobilize and reorient public and private funding to activities with positive
environmental and social impact, ii) improve information provided to the market, reducing the risk of greenwashing, iii) create information
on sustainable finance flow, and iv) create the foundation for the development of sustainable finance policies in Mexico.

For the target users, the Taxonomy refers to credit institutions, which could use the Taxonomy for the development of product and
services aligned with the set categories, and institutional investors, which could use the taxonomy to align their investment, and report
taxonomy-aligned investments. For other agencies and government, the taxonomy could be used to report budget alignment and creation
of frameworks to access sustainable investments that are taxonomy aligned.

* 6 Environmental Objectives : * 4 Social Objectives:
» Climate Change Mitigation * Gender equality
» Climate Change Adaptation » Access to basic services related to sustainable cities
* Management of water and marine resources * Heallth
» Conservation of ecosystems and biodiversity * Education
» Promotion of circular economy * Financial Incllusion

» Pollution Prevention and Control

* Overall, the taxonomy has 124 activities within six economic sector that aim in meeting its mitigation and adaptation objectives. NAICS
codes are specified for each sector.

*  The Mexican taxonomy identified 5 focus sector under the mitigation objective: i) agriculture, livestock and forestry, ii) electricity
generation, transmission, distribution and commercialization, and water supply, iii) construction, iv) manufacturing, v) transport, vi) waste
management and remediation services. For adaptation, it does not set specific activities, but mentions these should substantially
contribute to climate change (adaptive and enabling).

* On gender equality, the Taxonomy sets a gender equality index, composed of three pillars: i) decent work, well-being, and social
inclusion. Gender equality is measured by a 43-question questionnaire that results in a maximum score of 174 units, with a 72-unit
minimum threshold for substantial contribution (24 units in each of the three pillars). The Taxonomy also sets and “No significant damage”
and minimum safeguard criteria to ensure social objectives do not result in negative environmental effects.

Technical Screening Criteria is based metrics for substantial contribution, no significant damage and minimum safeguards. For mitigation
activities, the NAICS code is used to determine eligibility of economic activities.
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Stated goals & use-cases

Among our benchmark sample, we identified three main goals of Taxonomies:
1. Tocreate acommon approach and language that will help market participants identify economic activities, projects or sectors that

are deemed sustainable.

2. Toincrease sustainable finance flows from international and private investors towards activities deemed sustainable.

3. To create a tool upon which it is possible to elaborate further environmental policies.

The first two goals are shared by all existing Taxonomies while only Malaysia, the CBI Taxonomy, and the Russian Taxonomy do not

state the intention to guide policy makers.

To fulfill these goals, some jurisdictions identified use-cases and primary users.

To create a Green Bond Standard or a
certification of green financial products

Guiding policy makers and authorities |

Orient investments toward sustainable
activities

54

The Mongolian Taxonomy has 4 goals:
i. Provide financial institutions, businesses,
policy makers, and other market players with
a common understanding and approach
to identify green projects

ii. Support investors’ confidence and
mitigate the risk of “greenwashing”

iii. Track private sector investments, and
measure their impact on Mongolia’s green
development, climate change related policies
and targets

iv. Inform and help shape national policies
and regulations to boost the market
development of green opportunities

The Taxonomy is the foundation used
by the Climate Bonds Initiative to
screen bonds to determine whether
assets or projects underlying an
investment are eligible for green or

I climate

finance. Where detailed
analysis of a sector has been
undertaken and specific eligibility

Criteria have been developed, bonds in
that sector can be Climate Bonds
Certified.

Source : EC Europa (Oct 2020), International Platform on Sustainable Finance

Natixis GSH (2020), Eu taxonomy for sustainable activities Skydiving Kit

According to the Bangladesh taxonomy, a
green taxonomy, aiming to reduce GHG
emissions can:

» Encourage the greening of polluting
sectors

» Focus on activities that contribute
substantially to environmental objectives

» Help form environmental policies

+ Help form a Green Bond Standard
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https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/international-platform-sustainable-finance-annual-report-2020_en.pdf
https://gsh.cib.natixis.com/api_website_feature/files/download/11673/EU_Taxonomy_for_sustainable_activitie_skydiving_kit_Natixis_GSH_Sept_2020.pdf

EU Taxonomy Environmental Objectives B e

8. - N E

.

The European Union Taxonomy Regulation defines 6 environmental objectives for the European Union. To be considered Taxonomy-aligned, an
activity should follow 3 principles:

3

“An economic activity that pursues the environmental objective of ...”

Q Substantially Do no . 'Comply fWIth .
. T~ . . i it minimum safeguards
“Climate change mitigation should contribute substantially to the contribute significant harm
stabilization of greenhouse gas emissions (GHG) by avoiding or R OECD Guidelines on
duci h b h : GHG Is. Th e hould b environmental objectives environmental objectives Multinational Enterprises
reducing them or by enhancing removals. The activity should be as defined in as defined In the proposed and the UN Guiding

consistent with the long-term temperature goal of the Paris the Regulation Regulation Princ;pklies on BF;J_si;ess
” t
Agreement.” (Art. 10) and Human Rights

“Climate change adaptation should contribute substantially to
reducing or preventing the adverse impact of the current or
expected future climate, or the risks of such adverse impact, whether
on that activity itself or on people, nature or assets.” (Art. 11)

“Sustainable use and protection of water and marine resources where that
activity either contributes substantially to achieving the good status of bodies of
water, including bodies of surface water and groundwater or to preventing the
deterioration of bodies of water that already have good status, or contributes
substantially to achieving the good environmental status of marine waters or to
preventing the deterioration of marine waters that are already in good environmental

“Transition to a circular economy, including waste prevention, status” (Art. 12)

re-use and recycling, where that activity:

a. uses natural resources, including sustainably sourced bio-
based and other raw materials, in production more efficiently
[...]

b. increases the durability, reparability, upgradability or
reusability of products [...]

c. increases the recyclability of products [...]

e"Pollution prevention and control [if it is]:

preventing or [...] reducing pollutant emissions into air, water or land, other than GHGs
improving levels of air, water or soil quality [...]

preventing or minimizing any adverse impact on human health and the environment [...]
cleaning up litter and other pollution

enabling any of the activities listed in points (a) to (d) (Art. 14)

P20 T®

e “Protection and restoration of biodiversity and ecosystems where that activity contributes substantially to protecting, conserving or restoring biodiversity or to
achieving the good condition of ecosystems, or to protecting ecosystems that are already in good condition” (Art. 15)

Sources:
Technical Expert Group, “Taxonomy: Final report of the Technical Expert Group on Sustainable Finance” (March 2020) — available here.
55 EU Commission, EU Taxonomy Regulation (June 2020) — available here. . . VNATIXIS
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https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/200309-sustainable-finance-teg-final-report-taxonomy_en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0852&from=EN
https://finance.ec.europa.eu/system/files/2020-03/200309-sustainable-finance-teg-final-report-taxonomy_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/200309-sustainable-finance-teg-final-report-taxonomy-annexes_en.pdf
https://ec.europa.eu/info/sites/default/files/swd-competitive-clean-european-steel_en.pdf

Benchmarking environmental objectives pursued

Each jurisdiction has its own environmental priorities. Some objectives are named with different terminologies. We benchmarked these
objectives against the EU environmental objectlves Objectives of Taxonomies under development were including in comments.

Q a2 @ %9 e = O

. . . . . South . .
Malaysia | Indonesia China Mongolia Russia . Mexico Colombia
Taxonomy Africa
Climate change mitigation
Climate change adaptation x
Sustainable use and protection . “Core
Resource .
of x x o x Environmental
. conservation L
marine and water resources Objective”
. “Transition to
Circular economy, waste .
. , circular x x x
prevention and recycling )
economy
Pollution prevention and
P x x DNSH
control
Pr ion of health
otection o _ea_t y . o
ecosystems and biodiversity

Other specificities:
« For Malaysia and CBI, there is a focus on climate change objectives. Other objectives are seen through the “Do No Harm” lenses.

» For “Protection of ecosystems and biodiversity”, the Russian taxonomy labels this objective “Improvement of the environment” while the Mongolian taxonomy
labels it “Improvement of the livelihood”
* The Sustainable Taxonomy of Bangladesh (December 2020) uses the EU Taxonomy objectives, DNSH and social safeguards. Sectors, activities and criteria
are simplified. The development of a Green Bond Standard linked with the Taxonomy is considered. The CBI Taxonomy and certification are referred to.

MEZ P
Among Taxonomies under development: AR

+ Canada’s objectives are not known yet. All the environmental objectives of the EU could potentially be targeted.
+ The UK’s taxonomy will focus on climate change mitigation according to the Green Technical Advisory Group.

* The Singaporean taxonomy will cover climate change mitigation, adaptation, resource resilience and protection of ecosystems.
» The Chilean Taxonomy is ongoing consultation since May 2021 but will probably be inspired by the EU Taxonomy.
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https://www.greenfinanceinstitute.co.uk/uk-taxonomy/
https://www.climatebonds.net/files/files/the-Green-Bond-Endorsed-Project-Catalogue-2021-Edition-110521.pdf
https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf
https://www.gov.uk/government/news/chancellor-sets-out-ambition-for-future-of-uk-financial-services
https://abs.org.sg/docs/library/gfit-taxonomy-consultation-paper
https://www.climatebonds.net/2021/05/taxonomy-roadmap-chile
http://publications.gc.ca/collections/collection_2019/eccc/En4-350-2-2019-eng.pdf
https://www.sbfnetwork.org/wp-content/uploads/2023/03/1131_Mexico_Mexican_Sustainable_Taxonomy_March-2023.pdf

Example on adaptation set of criteria: a context-based approach

Climate Change Adaptation examples per Taxonomy

& i < =

* Flood defenses:

Flood defenses:
Surge barriers,
pumping stations,
levees, gates

Fire prevention:
forest and fire
management

Agriculture:
depending on external
standards

Flood defenses:
construction of flood
control and coastal
erosion facilities

Fire prevention:
forest fire prevention

Agriculture:

structural adjustment
of crop planting
species for water-
saving purposes, high-
efficiency water-saving
field irrigation

Flood defenses:
Surge barriers,
pumping stations,
levees, gates. Early
warning systems for
storms, droughts,
floods

Fire prevention:
Not mentioned

Agriculture:
Efficient tillage
(prevention from
drought)

drainage to cope with
increased frequency
and severity of floods.
Deployment of early
warning system,
building of sea walls in
low-lying islands

Fire prevention:
Use of early warning
systems or wildfire
control measures

Agriculture:

R&D and
commercialization of
drought-resistant crop,
development of
technology for climate
vulnerable farmers

Flood defenses:
Construction of the
infrastructure facilities
for flood prevention,
protection of aquatic
bio resources.

Fire prevention:
Reforestation resistant
to fires, flooding of
peat bogs

Agriculture:
No adaptative
measures

Adaptation responses are proper to each country’s geographical context and extreme weather events exposition. Here, Malaysia is more
concerned about rising sea levels and floods than other countries. Some of the Taxonomies will list investable technologies/activities whereas others
will promote measures or practices to prevent damages from extreme weather events or rising sea levels. Some have merely explored the adaptation
potential of their Taxonomies. An assumption on Taxonomies’ advancement regarding adaptation could be that the countries which feel more

vulnerable (threatened by floods and rising sea levels) are eager to address the issue.
More than often, adaptation is left behind and the priority remain mitigation when it comes to climate change.
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https://www.climatebonds.net/files/files/the-Green-Bond-Endorsed-Project-Catalogue-2021-Edition-110521.pdf
https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf
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Economic sectors coverage

The sectors covered by the environmental Taxonomies vary depending on their ambition as well as their environmental

goals.

Benchmarking macro sectors covered

in Taxonomies against those of the EU
Taxonomy

Indonesia

Malaysia

Colombia

Mexico

59

Number of sectors: 88 activities are covered in
the climate change mitigation delegated act

Agriculture & forestry
Manufacturing
Energy

Water supply, sewerage, waste management &
remediation

Transport
Construction & real estate activities
Information & communication
Professional, scientific & technical activities

Financial & insurance activities

Level 1: 8
Level 2: 48
Level 3: 190

L N N N NN

9 (6 focus
sectors, 3
enabling

sectors)

AN N N N N NN

Level 1: 6
Level 2: 48
Level 3: 203

AN N N N N NN

Level 1: 6
and 7
(mitigation /
adaptation)
Level 2: 919

<

RN NN N N

3 main
sectors

L NI N N N NN

x x XX X XXX

6 Main
economic
categories &

Env. and
Soc. goals

<

x x x X N X

L N N N N N NN

Limits of this benchmark:

» Sectors of the Chinese Taxonomy were difficult to classify against the sectors of the EU Taxonomy.

* In the EU Taxonomy, criteria to assess a Substantial Contribution (SC) to the Climate Change Mitigation objective is laid out for 88 economic activities and for 95 economic
activities for Climate Change Adaptation (with overlap). As the draft delegated acts for the 4 remaining objectives suggest, criteria to assess Substantial Contribution on these
objectives is generic, principle-based and can be applied to any sector. Priority sectors have been identified. As such, the EU Taxonomy defines precise criteria for climate change
but not yet for other environmental objectives while other Taxonomies defined criteria that can relate to any of their environmental objectives.

Complementary observations:

+ The Malaysian Taxonomy identifies 3 main activities for Climate Change Mitigation: renewable energy (i); rehabilitation, retrofitting and/or replacement of energy-inefficient
technology and/or production of energy-efficient technologies (ii); maintenance and strengthening of land-based carbon stock and sinks above and below ground (iii). No specific
sector is identified for Adaptation as well as for the Do No Significant Harm to the environment principle that covers (a) Prevention, reduction and control of pollution (air, water
and land); (b) Protection of healthy ecosystems and biodiversity; and (c) Use energy, water and other natural resources in a sustainable and efficient manner. Prohibited activities

are identified.

* The Chinese Taxonomy'’s sectors are Energy saving and environmental protection; Cleaner production industry; Clean power industry; Ecology and Environment-related sector;

Green upgrade of infrastructure; Green Service.
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Technical screening criteria: Typology and Benchmark

Criteria are at the core of Taxonomies and help define what is considered sustainable. Activities and projects can be considered sustainable

according to the fulfillment of three types of criteria: the very nature of the product or technology, the relative or absolute performance of the
activity, product or process and the respect of norms and standards.

Typology of criteria

CBI Taxonomy European Union

Nature of product or
technology

Examples

Relative or absolute
performance

Examples

Norms or standards

Examples

Zero direct emissions
miscellaneous vehicles
such as waste collection
vehicles or construction
vehicles

Construction or operation
of electricity generation
facilities that produce
electricity from wind power

Construction and
operation of rainwater
collection, treatment and
utilization facilities.

v v x

Life-cycle GHG emissions
Electricity generation from the generation of
facilities with less than  electricity using renewable
100gCO,/kWh of direct  gaseous and liquid fuels

The Taxonomy specifies
it relies on the Chinese
green bond Catalogue

emissions are lower than
100gCO,e/kWh.
x v v

Buildings: light sources Agriculture: the product
rated in the highest two itself and its production
classes of energy process must comply
efficiency in accordance with the national
with Regulation (EU) standard Organic
2017/1369 Products

(documents / installments)

Indonesia Mongolia Colombia

Heat pumps using soil,
water, and air gradients

Solar photovoltaic power
generation

Mining

Low pollution energy to
minimum 80% pollution
(PM2.5) reduction
compared to coal baseline

Subject to periodic review
with the threshold: 100
gCO,elyearlyear

Air pollution control

Construction of new
green buildings
compliant to [with]

certifications, such as

LEED, EDGE, BREEAM

Agriculture: have
understood Good
Agricultural Practices
(GAP)

Water: risk assessments
with WWF Water Risk
Filter, WRI Aquaculture,
WRI Aqueduct...

NB: The Malaysian Taxonomy is a principles-based Taxonomy serving as a guide for financial institutions but there is no criteria assessing eligibility to the Taxonomy or contribution to sustainability objectives.
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Sectorial or asset exclusions across Taxonomies

Some Taxonomies provide exclusion lists or lists of prohibited and/or harmful activities (i.e., unconditionally deemed so)

Sectoral Activities

EU Taxonomy

Bonds

CBI Taxonomy

\EIEVAIED

i A

Mongolia Belt & Road Initiative

Coal

Other fossil fuels

Transport

Forestry and
agriculture

Waste

Activities infringing
social minimum
safeguards*

Solid fossil fuels (and any
related activities, dedicated
transport or building)

All types of fossil fuels, gas
will be provided with criteria

Internal combustion engines
with a threshold or
transportation of fossil fuels

Activities must comply with
ILO conventions & UN
Guiding Principles on

Business

Coal without CCS, coal
powered heat and power
plants

Coal mining

Oil without CCS, oil
powered heat and power
plants

Oil extractions

fossil fuel filling stations,
oil tankers

New roads, road bridges,
road upgrades, parking
facilities,

Biofuel vehicles

All other types of lorries or
trucks (e.g., biofuel-
powered or hybrid trucks)
Ships solely transporting
coal or oil

Agricultural production on
peatland

Timber production on
peatland

Landfill without gas
capture

61 * OECD Guidelines UN Guiding Principles on Business and Human Rights

lllegal deforestation use
for fire for land clearance
or agriculture

Forestry in protected
areas

llegal waste management

Release of untreated

toxic, hazardous industrial

waste and substances

Use of unprocessed coal ¢
anywhere except for

thermal power plants in
Ulaanbaatar .

Construction, operation,
retrofitting of coal fired
plants

Coal mining

* Ports and adjoining
facilities with services
dedicated for fossil fuel
transport, storage
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https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=PI_COM:C(2021)2800
https://www.bnm.gov.my/documents/20124/938039/Climate+Change+and+Principle-based+Taxonomy.pdf
https://www.ifc.org/wps/wcm/connect/0c296cd3-be1e-4e2f-a6cb-f507ad7bdfe9/Mongolia+Green+Taxanomy+ENG+PDF+for+publishing.pdf?MOD=AJPERES&CVID=nikyhIh

Typology of criteria: screening criteria & Taxonomy scope

Scope and/or features

-
*
*
*

Climate *
il — p—

EU CBI China \EIEVAIE Mongolia Russia Colombia

Does the taxonomy
focus on pure green
activities?

Are brown activities
covered and how?

Are there social
considerations or
criteriain the
taxonomy?

Scope and/or features

Does the taxonomy
focus on pure green
activities?

Are brown activities
covered and how?

Are there social
considerations or
criteriain the
taxonomy?

x x
Transitioning activities v x Transitioning activities v x x
included included
v x
Thresholds are for A traffic light system: v « v
instance provided on R el AT Low-carbon assets Transitioning
cement, steel and VLTS ETTED used in brown willingness is to be x ’ Through data-driven
» that can be consistent . S o g - : Through efficiency 9
aluminum with a 2°C world industries’ transition  assessed by financial solutions for GHG
manufacturing green: sustainable are eligible institutions reduction
activities
x v
v

Social minimum
safeguards included
(e.g., compliance with

ILO standards)

C:

Singapore

A Traffic light system is
discussed: red for excluded
activities, yellow for activities
that can be consistent with a
2°C world, green: sustainable
activities

The draft taxonomy proposes t
develop criteria for minimum
social safeguards like the EU

Taxonomy

China’s SDG Finance
taxonomy adopts a
x “leaving no one behind x x x
approach” and
standards on human
rights

The eligible asset
must ensure that it
does not generate a
negative social impact.
(social risks, working
conditions...)
=

7|
South Africa

i

i+l

Indonesia Canada

x

. x
Canada develops a transition

taxonomy draft with a focus on
criteria assessing the transition
pathways of companies
operating mainly in brown
industries (forestry, fossil fuels,
mining)

Yes (categorized as yellow),
mining for instance can be
Chile intends to develop criteria  yellow if it has an air pollution
for the mining industry control (technical approval for
Emissions Quality Standard,
conduct emission monitoring...)

Sub-categories involve mining
and quarrying, for which TSC
will be developed in a second
version. Criteria assessing
transition pathways will be
developed in the future.
The roadmap focuses on green
(o] Taxonomies, but it is
recommended to “include
minimum social safeguards and
then to develop social metrics
over time”

Yes, there’s a social category,

but no TSC for the moment for it

No Unknown yet
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=PI_COM:C(2021)2800
https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf
https://www.bnm.gov.my/documents/20124/938039/Climate+Change+and+Principle-based+Taxonomy.pdf
https://www.ifc.org/wps/wcm/connect/0c296cd3-be1e-4e2f-a6cb-f507ad7bdfe9/Mongolia+Green+Taxanomy+ENG+PDF+for+publishing.pdf?MOD=AJPERES&CVID=nikyhIh
http://publications.gc.ca/collections/collection_2019/eccc/En4-350-2-2019-eng.pdf
https://sustainablefinanceinitiative.org.za/taxonomy/
https://www.climatebonds.net/2021/05/taxonomy-roadmap-chile
https://abs.org.sg/docs/library/gfit-taxonomy-consultation-paper

VI . CASE STUDIES

9T B W NATIXIS
GREEN&SUSTA\NABLE%G B ‘ CORPORATH

£ &
INVESTMENT BANKING



64

Chinese Green Industry Guiding Catalogue (1/2)

Progress status and description of the Chinese Taxonomy

In the case of China, no legislative definition falls into the strict category of a “Taxonomy” comparable to that of the EU.
March Though not a Taxonomy per se, is usually referred to as “a taxonomy”. The green credit regulations in China provide some metrics
2019 but no thresholds, and the green bond regulations do not contain metrics or thresholds. It is worth noting that the Green Industry
Guiding Catalogue (2021 Edition) that has been released by the People’s Bank of China (PBoC). This document is not available in
English online, and our analysis is based on a version translated by CBI.

P S S S S S S S B B B B e B B e e .

Click here to access document online I Led by the National Development @ l
I Reform Commission and PBOC I
Stated goals and use-cases of the taxonomy ! I
I |
P o o o o o e e 51 |
Primary users of the taxonomy I
I

Chinese businesses (State-owned and private enterprises)

. . T A Environmental goals of the Taxonomy
Chinese financial institutions

China set 3 environmental objectives in the Guidelines for
Establishing the Green financial System in 2016:

» Climate Change response

» Environmental improvement (pollution control and ecological

1 1
1 1
1 1
1 1
: Policy makers (National and provincial |EVE|S) : —e o o o o o Em E e Em Em Ew Ew Ew o= s owd
, :
1 1
1 1

Financial instruments for which the taxonomy is designed

. . . . conservation)
The Chinese Green Industry Guiding catalogue was not designed to guide . More efficient resource utilization (circular economy, waste
financial practices. It was rather built as overarching principles to orient recycling and pollution prevention)
decision-making processes for departments and localities. However, China did not specify thoroughly how each listed

activities contribute to the environmental objectives.

Specific objectives of the taxonomy Categories of economic activity

This document of reference was used to design the Catalogue of Green 1. Energy saving and 4. Ecological environment
Bond Endorsed ProieCtS. Wh|Ch aimS at: envwonmental protectlon Sector

o i ) ] 2. Cleaner production 5. Green upgrade of
“Giving full play to the role of green finance in promoting structural industry infrastructure

adjustment and transformation, accelerating the ecological civilization

3. Clean power industry 6. Green Service
L o o o o o e e e e i e e e e s e i e S S e - —
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http://www.gov.cn/fuwu/2019-03/08/content_5371892.htm
https://www.climatebonds.net/files/files/the-Green-Bond-Endorsed-Project-Catalogue-2021-Edition-110521.pdf
http://www.gov.cn/fuwu/2019-03/08/content_5371892.htm

Chinese Green Industry Guiding Catalogue (2/2) Click here to access document online

Framework and principles of the Taxonomy

The Catalogue is a Word document with no illustration. For each economic
activity, requirements / definitions are given which can take the form of
reference to national regulations or norms, to environmental performance or
to the nature of products. There are 3 layers to economic activities (e.g., 1.
1.1,1.1.1).

Excerpts

Many activities traditionally considered brown are included in the Green The Green Bond Endorsed Projects Catalogue

Industry Guiding Catalogue. Here are some extracts:

+ “Use clean energy sources such [...] and natural gas to replace loose 1 (|sector Program Description/Condition
coal & decentralized coal-fired boilers”

+ ‘Blast furnace gas, biomass briquette, solid combustible waste and
other fuel power plant boilers”

» “Construction & operation of emission reduction projects that capture,

1. Energy Saving and Environmental Protection Industry

[Manufacturing and trading of fuel power plant boilers, industrial boilers, marine
lboilers and other relevant equipment of blast fumace gas, biomass molding fuel and
lsolid combustible waste. Among them, the energy efficiency of industrial boilers
lshould meet or exceed level 2 of “Energy Efficiency Limitation Value and Energy

1.1.1.1 Energy-sav
nergy-saving [Efficiency Grade for Indusirial Boilers ™ (GB 24500) or above. The energy

. . . . . 1.1.1The [Boilers lefficiency of other boilers mects or exceeds the target requirement of the thermal
utilize or store carbon dioxide emitted from fossil energy ; [MEe®  Niugoweor fcieney index ofth slevant quipment tehical speciications, Al boilr
H H . ” Efficiency Energy Efficient lequipment should meet the requirements of “Boiler Air Pollution Emission
combustion and industrial processes. fmprovement | ; IStandard” (GB 13271) and local requirements for boiler emission.

ing and trading of ical heating furnaces, non-clectric metal
[treatment furnaces, industrial electric furnaces, industrial fumaces and other
lenergy-saving furnaces using high-temperature air combustion, oxygen-fuel
lcombustion, and waste heat utilization technologies. Also the manufacturing and
lrading activities of energy-saving furnace burners.

» “Distributed cooling, heating and power energy systems [...] driven by
natural gas or other fossil energy should comply with the [Chinese
norms]”

1.1.1.2 Energy-saving
[Furnace

“All regions, departments and relevant institutions should act based

on the Green Bond Catalogue (2021) with the combination of their own j - Cln Enerey Indusey _ .
green development goals and tasks in respective fields and the o M of e ad o htend over o s, s et
construction stages of the green financial system, develop and implement Inligent Power G (0 e v ety s e, g
relevant supporting policies, devote efforts to publicity and guidance, give ! pimmm L ey antiring o e ontling ot eied o smar g and
full play to the supporting role of green bonds on environmental provencse B Consmton s s of vt i s vk o grion,
Improvement, action to climate change and efficiency improvements, and B T T s
promote sustainable economic and social development and industrial e g of ety dring he s of povergecrn
green transformation and upgrades. If new issues occur, please report to =
the relevant higher-level department in time.”
————————————————————————————————— -l
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https://www.climatebonds.net/files/files/China-Green-Bond-Catalogue-2020-Consultation.pdf
http://www.gov.cn/fuwu/2019-03/08/content_5371892.htm

Click here to access document online

Russian National Taxonomy for Green Projects (1/2)

66

Progress status and description of the Russian Taxonomy

The Russian National Taxonomy for Green Projects is a national framework and set of guidelines that take into account many
July 2020 Russian strategies related to ecology, recycling and disposal of consumer waste, energy, forestry and climate change.
It has been prepared by an ESG Finance taskforce of the Central Bank and VEB.RF, a Russian development bank.

P S S S S S S S B B B B e B B e e .

Stated goals and use-cases I Developed by the ESG taskforce @ !
T e e e e e e e e e e 1 of Russia’s development bank |
: Primary users of the taxonomy ] : |
I 1
: Issuers of green financial instruments i I |
| The Guidelines do not cover government financial instruments support! I I
| measures which are governed by respective guidelines and are within the]
IL remit of the executive authorities. ] | I
_________________________________________________________ e e me e e oae Eam Eee Eem Eee e e |

Environmental goals of the Taxonomy (as written in it)

Bonds, loans, guarantees, securities, leasing used to finance green
projects and (or) a portfolio of green projects

Pollution reduction Adaptation to climate
GHG reduction change
Energy efficiency Environmental

Specific objectives of the taxonomy enhancement improvement

1

1

1

|

The Guidelines do not specify underlying objectives of the Taxonomy on :

financial markets as directly as other Taxonomies. 1

The goal of the Taxonomy is to achieve priority objectives of the Russian :
Taxonomy and as such, the Taxonomy is a tool to achieve the Paris : Waste Management & Transport

|

1

1

1

1

1

1

1

1

1

1

1

1
1
1
1
1
1
i Categories of economic activity
1

1

1

1

i Agreement Goals and the SDGs. As such, a project is considered a “green
1

1

1

1

I

[l

[l

[l

[l

[l

1

Recycling Water supply and
project” when it simultaneously complies with the Taxonomy AND focuses Energy: renewables, & wastewater disposal
on achieving the Paris Climate Goals or one of the following UN SDGs: GHG reduction in Forestry
O, o, [  CE . Thermic Power Plants Conservation of natural
M =g == | &= Construction landscapes & biodiversity
E 1] & VDl | = Industrial production ICT
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https://вэб.рф/files/?file=2d22e1e1576a8770c1171f13deae297f.pdf
https://вэб.рф/en/sustainable-development/green-finance/

Russian National Taxonomy for Green Projects (2/2)

67

Framework and principles

The Taxonomy acts as a Green Bond Standard because guidelines regarding the
obtention of a “green certification”, become an approved verifier and defines green
financial instruments in the following manner:

2.1. Afinancial instrument is deemed compliant with the requirements of the Guidelines once
the following conditions are observed simultaneously:

Funding is raised for the purpose of undertaking a green project(s).

Use of proceeds (raised or provided by the Initiator) complies with the objectives, as set
out in paragraph 2.2 hereof.

The Initiator’s approach to the use and management of proceeds complies with the
requirements, as set out in paragraph 2.3 hereof.

The Initiator’s policy towards eligible green projects selection should ensure investment of
funds into green projects, as well as sustainable (responsible) business practices at
project implementation, if applicable.

2.2. The proceeds (as raised or provided by the Initiator) shall be used to finance the following:

CAPEX, necessary to implement a green project, including but not limited to fixed assets
purchase.

OPEX, directly linked to the green project support and implementation, with SG&A costs
not exceeding 15% of the total amount of funds raised or provided.

Issuance of financial instruments backed by green projects portfolio, purchase of financial
instruments, issued by legal entities and Guidelines-compliant.

Refinancing of existing green financial instruments, issued to finance green projects.

2.3. Requirements to the use and management of proceeds (as raised or provided by the
Initiator):

Use of proceeds — the funds raised or provided by the Initiator for the green project
implementation should be directly invested into green projects within 36 months, except
as otherwise stipulated by the terms and conditions of the financial instrument.
Management of proceeds — separate accounting with regular public reporting or
submission of the funds statement to the VEB.RF ESG Center.

3. Construction

Excerpts

Click here to access document online

Item
No.

Area

Criteria

31

Construction of green
buildings and facilities

Compliant with the
Taxonomy only if
criteria are met

Compliance with one or more
green standards prepared in
accordance with Federal Law
No. 162-FZ of 29 June 2015
“On Standardisation in the
Russian Federation”  (as
amended and supplemented)

32

Implementation of projects aimed at improving energy efficiency and heat
efficiency for existing facilities to significantly contribute to their increased

efficiency in the following areas:

Efficient
supply

electricity

Compliant with the
Taxonomy only if
criteria are met

Energy consumption reduced
by >20% (kWh/m2)

Efficient heat supply
and air conditioning

Compliant with the
Taxonomy only if
criteria are met

Energy consumption reduced
by >20% (kWh/m2)

Construction of green
and operated roofs of
buildings and facilities

Compliant with the
Taxonomy only if
criteria are met

Compliance with GOST R
58875-2020 Green Standards.
Green and Operated Roofs of
Buildings and  Facilities.
Technical and Environmental
Requirements

Decorating  buildings
and facilities with
ornamental plants

Compliant with the
Taxonomy only if
criteria are met

Compliance with GOST R
59370-2021 Green Standards.
Ornamental Plants for Planting

Efficient lighting
systems (including
street lighting systems)

Compliant with the
Taxonomy only if
criteria are met

Energy consumption reduced
by >20% (kWh/m2)
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Mongolian Green Taxonomy (1/2)

Click here to access document online

Progress status and description of the Mongolian Taxonomy

The Mongolian Green Taxonomy has been approved by the Financial Stability Commission of Mongolia in December 2019 after
Published in | having been developed by the Mongolian Sustainable Finance Association, the Tsinghua’s University Center of Finance &

December
2019

Development and the IFC. The Ministry of Environment and Tourism participated in this document’s implementation.

The Mongolian taxonomy is one of the few existing and finalized taxonomy. Its criteria are set to evolve every 3 to 5 years.

Stated goals and use-cases of the taxonomy

| Specific objectives —identified in the taxonomy

1
1
1
1
Provide market players with a common understanding and approach to |
identify, develop and finance green projects. ]
Support investors’ confidence to finance green projects and mitigate the ]
risk of “greenwashing”. ]
Boost green finance flows from various sources including the private sector, 1
international financial institutions, and foreign investors. i
Track private sector investments in green projects and measure the impact ]
contribution to Mongolia’s green development and climate change related ]
policies and targets. ]
Inform and help shape national policies and regulations on green finance that 1
will boost the market development of green opportunities i

Primary users — identified in the taxonomy

Financial institutions: banks, Non-bank financial institutions( NBFIs), mortgage
corporations, institutional investors, credit guarantee funds, insurance
companies

Bond issuers: corporate, municipal, government

Industry: corporate, SMEs, start-ups, and other types of project developers
Verification and standard setting companies

Policy makers

Financial instruments — identified in the taxonomy

bonds, equity investment, insurance, credit guarantee, grants, financial advisory

1 1
1 1
1 1
: Corporate lending, consumer lending, project finance, SME finance, green :
1 1
1 1
. and technical assistance ]

= = o

[

Environmental goals of the Taxonomy

Climate change mitigation and adaptation
Pollution

Resource conservation

Livelihood improvement

Categories of economic activity covered

Renewable energy Sustainable water &
Energy Efficiency water use

Green Building Sustainable agriculture,
Low pollution energy, land use, forestry,
pollution prevention & biodiversity conservation
control & ecotourism

Clean transport
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Mongolian Green Taxonomy (2/2)

69

Framework & principles

Principle 1: Contribute to national policies and targets

The taxonomy refers to key reference policy targets with quantitative objectives for
every category [/ sector it  covers in a  separate page
(see extract on the right).

Principle 2: Environmental challenges Mongolia’s key environmental
challenges should be addressed

i) climate change mitigation and adaptation; ii) pollution; iii) resource conservation
iv) livelihood improvement.

Principle 3: Cover high-emitting, key economic sectors
The taxonomy should cover the highest emitting sectors in the economy as well as
contribute to the transition of key economic sectors into sustainable ones.

Principle 4: Align with international standards and good practices. In the
absence of commonly agreed local standards, the taxonomy should reference
international standards and best practices. (See threshold on the extract)

Principle 5: Comply with ESG standards & Minimum environmental and
social risk management regulations and standards
The Taxonomy does not refer to social minimum safeguards.

Principle 6: Continues review and development.
The taxonomy will require continues review and update based on policy shifts,
scientific developments, technological changes, and new industry needs.

8.1.1 Low Low carbon vehicles purchase,
C carbon vehicles  including electric vehicles, hydrogen
0’0 purchase vehicles, hybrid vehicles
8.1 Low carbon 8.1.2 Low

vehicles carbon vehicles  Dedicated manufacturing  facilities
manufacturing for vehicles and key components;
supply chain batteries being used in eligible vehicles

facilities

Click here to access document online

Excerpts

Key reference policy targets

by 32% by 2030
¢ Increase renewable electricity capacity from 7.62% in
2014 to 20% by 2020 and to 30% by 2030 as a share of

total electricity generation capacity

No Categories
1 Renewable .
energy
2 Energy
efficiency

>

4.1 Green
buildings

2

718

2.4 Fuel switch

Reduce greenhouse gas emissions in the energy sector

¢ Reduce internal energy use of Combined Heat and Power
plants (improved plant efficiency) from 14.4% in 2014 to
11.2% by 2020 and 9.14% by 2030

4 Green buildings

4.1.1
Construction

of new green
buildings
(commercial,
public, industrial
and residential)

"ENERGY: Use of highly efficient
architectural designs, energy efficiency
appliances and equipment, and building
techniques that reduce building energy
consumption, exceeding available
standards and complying with high
energy efficiency certification or
rating schemes, such as green building
rating standards of Mongolia or
equivalent international standards
WATER: Use of water efficient
fixtures and equipment, and building
techniques that reduce building water
consumption, exceeding available
standards and complying with high
water efficiency certification or rating
schemes, such as green building
rating standards of Mongolia or
equivalent international standards
MATERIALS: Use of construction
material which minimizes conents
that require high amount of energy
to manufacture, such as steel or
cement, and uses materials with low
manufacturing energy or reused/

Low polluﬁoﬁ eﬁé}:gy

Sub-category Technologies Example Threshold

2.4.1 Fuel
switch in energy
generation

2.4.2 Dedicated
charging for
transportation
and alternative
fuel
infrastructure

Switch to electricity heating or LPG
heating

(when separate from fossil fuel filling
stations and garages)

.
&
o

GREEN &SUSTA\NABLE\

Compliance to
local building
norms &/
Mongolian
Energy
Passport;

or To have
internationally
and nationally
recognized
green building
certification
such as LEED,
EDGE, BREEAM,
Energy
certifications
such as US
Energy Star and
energy labeling
schemes such
as Energy
Performance
Certifications in
the EU

Minimum
80% pollution
(PM2.5)
reduction
compared to
coal baseline
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Climate Bonds Initiative Taxonomy (1/2)

Click here to access document online

Progress status & description

Climate Bonds Initiative is an international, investor-focused not-for-profit attributing. In January 2021, the Climate Bonds

January
2021

Taxonomy has been released which is a 16-page, easy-to-use document for investors. It focuses on climate change mitigation and

adaptation objectives. The classification is used to attribute the Climate Bonds Certificate or to assess projects’ sustainability.

Stated goals and use-cases of the taxonomy

As it is difficult to navigate between different environmental criteria and
Taxonomies for investors, the CBI Taxonomy provides a common ground
and could prove quite useful to simplify and clarify eligible projects.

To identify assets and projects that deliver and allow for a low carbon economy
consistent with a 2°degree scenario based on the latest research and based on the
results of the IPCC and the IEA. It serves as a “Climate Bonds certificate”.

The Taxonomy is a working document: for some sectors, some criteria has been
approved while it is still in development for some others including:

Direct heat application such as Geothermal Heat Pump (GHP)

Blending facilities

Gas power without carbon capture & storage (CCS)

Uranium mining

Cargo and passenger aircraft: the screening indicator is for now the “use of low
GHG fuel (e.qg., solar, electric, high % of biofuel), delivering substantial reduction
in gCO2 e/passenger Cargo aircraft ger or tonne/km”

__________________________________________________________ INITIATIVE
Specific objectives of the taxonomy : BOIldS

P S S S S S B S B B B B e B B B Ea e

Developed by Not-for-profit organization @

Climate

— e s o e o o o o = —-— o e e e o=l

Environmental goals of the Taxonomy
Climate Change Mitigation

1

1

1

1

1

1

1

1

1

1

1

1

i Climate Change Adaptation
1

1

I . . .
! Categories of economic activity
1

1

1

1

1

1

Electricity & heat production
Transmission, distribution and storage of energy

O T O S O D O DO OO OO Do OO T oo o T oD oo T oo Passenger, freight & supporting infrastructure

Primary users of the taxonomy

Institutional investors
International business corporations
Stock exchanges

i Financial instruments for which the taxonomy is designed
1

- Mainly debt instruments: use-of-proceeds instruments like green bonds

70

Supply management & wastewater treatment
Commercial, residential & energy efficiency
Urban development
Agriculture, husbandry, aquaculture & seafood
Industrial & energy intensive processes
1 Recycling, re-use & other waste managements
i Networks, management & communication tools
1
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https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf
https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf
https://www.climatebonds.net/files/files/Taxonomy/CBI_Taxonomy_Tables-08A%20%281%29.pdf

Click here to access document online

Climate Bonds Initiative Taxonomy (2/2)

Framework & principles

The CBI Taxonomy uses a traffic light system to indicate whether projects Excerpts
are: T o
+ Automatically compatible with a 2°C decarbonization trajectory - izr;urgszgon S
. Potentially compatible depending on more specific criteria TR e
* Incompatible with screening indicator
« If further work is required

Not compatible - Criteria under development

The CBI Taxonomy also details which projects are certifiable. -

There are no social minimum safeguards included.

SOLAR Asset type Asset specifics 2 degree Screening indicator Certifiable FREIGHT Trains Rolling stock for electrified freight [ ] Fossil fuel freight must not be ‘
compliant RAIL rail more than 25% of the freight
transported (in tonne/km)
Generation Photovoltaic generation facilities (] Facilities shall have no more
facilities (onshore) than 15% of electricit ‘ Rolling stock for non-electrified [} (i) Fossil fuel freight must ‘
) AR e y freight rail not be more than 25% of the
heat) Concentrated solar power @ renewable sources 0 fkre\)ght transported (in tonne/
facilities (onshore) m
(i) Transport meets universal
GEOTHERMAL Generation Electricity generation facilities ® Direct emissions less than ﬁﬁgjﬁ[jm (- o)
facilities 100gCO2/kWh ‘
(power & Infrastructure Allinfrastructure for electrified () a
heat) freight rail
Direct heat application such as ®
Geothermal Heat Pump (GHP) Asset type Asset specifics 2 degree Screening indicator Certifiable
' compliant
Supply chain Manufacturing facilities wholly ®
facilities dedicated to geothermal a BUILDINGS Commercial Including offices, hotels, retail [ ] An emissions footprint in ‘
energy developments such as buildings buildings, public buildings, the top 15% of emissions
A educational buildings, performance in the local
geothermal turbines healthcare buildings etc. e
Residential Private dwellings ® OR ‘
FOSSIL FUELS Generation Coal or oil power without carbon ® huildinee
facilities capture and storage (CCS) WASTE TO Wasteto Facilities for solid ® O T @
Coal or oil with carbon capture & Py CCS must capture 100% of ENERGY energy w_aste treatment eligible. Plant efficiency >= 25%; AND Bottom
storage (CCS) ELE el plants(eg. with production of ash recovery; AND >=90% recovery of metal
2 incineration, electricity or heat as from ash; AND Average carbon intensity of
Coal or oil powered combine ° gasification, a by-product electricity and/ or heat over the life of the plant
heat and power (CHP) pyrolysis <= waste management allowance; AND capacity
and of the plant does not exceed the calculated
Waste heat recovery from coal ) plasma) residual waste at any time in the plant's life

71

or oil fuelled power generation

Gas power without carbon )
capture & storage (CCS)

A
GREEN &SUSTA\NABLE‘:I. gy

W7 A NATIXIS

CORPOR,
INVESTMI

ATE &
ENT BANKING


https://www.climatebonds.net/files/files/CBI_Taxonomy_Jan2021.pdf
https://www.climatebonds.net/files/files/Taxonomy/CBI_Taxonomy_Tables-08A%20%281%29.pdf

V| | FOCUS ON

SOCIAL TAXONOMIES

GREEN &SUSTA\NABLE&G%



Introduction on Social Taxonomies

/—7
“Sustainability” is not limited to environmental sustainability. Social safeguards and considerations will increasingly be
included in green Taxonomies. Some jurisdictions are also considering the development of ad hoc social Taxonomies.

Social cohesion, local economic development, reduction of poverty and inequalities, health, education, human rights and
labor are examples of topics where social Taxonomies could help provide market clarity and boost investment flows
towards SDG completion and/or socio-economic development.

Definition

= Just like green or environmental Taxonomies, the concept of a social taxonomy is that of a classification system
unequivocally stating which activities can be considered to “make a substantial contribution to social objectives”.

= These social objectives could be ad hoc ones or for instance correspond to social UN Sustainable Development Goals
(almost of them include social objectives or aspects, even the environmentally focused-ones)

= Although not a taxonomy per se, the aforementioned UN SDGs as well as the ICMA Social Bond Principles (available
here) include basic infrastructure (water, sanitation, transport, energy), basic services (health, education, financial services),
affordable housing, food security related activities and socio-economic empowerment.

= Targets populations are identified like those living under the poverty line, marginalized communities, disabled, displaced,
migrant or undereducated people, as well as religious, sexual/gender minorities, aging people or vulnerable people more
generally.
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https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/June-2020/Social-Bond-PrinciplesJune-2020-090620.pdf

Social Taxonomies development initiatives

What is the stage of classification methods related to social activities?

5 jurisdictions already have or consider to have classification systems around social objectives (South Africa, China, the EU, Georgia and Kazakhstan)

In South Africa, the briefing report over a national green finance taxonomy highlights that the first taxonomy will indeed cover an initial core set of

green and climate-focused categories. The report recognizes the need to include other environmental categories, as well as incorporating the ‘
social dimension and consideration of transitional activities with time. Over time, a social taxonomy (which will likely have some overlap >
with social considerations of the green taxonomy) will propose a non-exhaustive positive list focused on social activities, which may in turn have
environmental co-benefits to.

In June 2020, the UNDP China and the Ministry of Commerce of China proposed a “Technical Report on SDG Finance Taxonomy” (available here),

which offers a classification system of projects contributing to the 2030 Agenda. It is reportedly aligned with existing sustainability and impact principles.

* The report has been developed after consultations with Chinese and international experts and could be used by business, financial institutions and
* policy makers. It has been developed for the same reason green Taxonomies are developed. It contains 60 economic activities, structured around 6
sectors that mimick the ICMA SBP’s eligible activities (basic infrastructure - affordable housing — health — education technology and culture — food
security — financial services) and classified within 3 levels (e.g., 1 Basic Infrastructure — 1.3 Water — 1.3.1 Construction & operation of water supply
activities). For each activity, specific eligible projects are defined, linked with Chinese national policies and strategies, associated with possible industry
codes and SDG sub targets and target populations. Impact indicators are also proposed. These KPIs could be used for impact reporting purposes.

In September 2020, the Technical Expert Group (TEG) has been replaced by the EU Sustainable Finance Platform, which has been given a
mandate to look for synergies between transition activities and the actual Taxonomy regulation (request here).

The Platform is tasked with the mission to work on the technical screening criteria and their usability, as well as advise on further N
developments, such as including social objectives and “activities that significantly harm the environment” (i.e., brown taxonomy). The subgroup ot
(out of 6) on social taxonomy of the Platform presented a draft report on social objectives in June 2021. The platform published in March 2022 its Y

final report on a social taxonomy (available here). Moreover, in the Taxonomy Regulation (available here), it is clearly mentioned that ‘‘compliance
with minimum [social] safeguards should be a condition for economic activities to qualify as environmentally sustainable.”. These activities should be
carried out in alignment with the 1. OECD Guidelines for MNEs; 2. the UN Guiding Principles on Business and Human Rights as well as 3. the
ILO eight fundamental conventions.

In June 2022, a session was held during the Green Growth Forum on a “Transition to a Social Taxonomy in Kazakhstan”. The proposed draft for a
Taxonomy of Social Projects for ESG Finance Markets was discussed and presented by the AIFC Green Finance Center. This document will be
further developed with the Ministry of National Economy of the Republic of Kazakhstan for submission to the Government for approval, following the

green taxonomy.

Georgia’s sustainable finance taxonomy_includes both green and social categories (Affordable basic infrastructure, healthcare and related social + +

services, financing and financial services, food security and education, technology, culture fitness.) + +
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https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html
http://sustainablefinanceinitiative.org.za/wp-content/downloads/Stakeholder_Briefing_Document_9_October_2020.pdf
https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/210118-commission-request-transition-financing_en.pdf
https://commission.europa.eu/document/d07e1f1e-3a1f-4d55-add4-a130f26b33e3_en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0852&from=EN
https://sbfnetwork.org/wp-content/assets/policy-library/702_Georgia_sustainable_finance_taxonomy_2022.pdf
https://www.ifc.org/wps/wcm/connect/4fe8c7b6-3ae7-4672-9dfb-491d8dc2e053/Georgia+sustainable_finance_roadmap_eng.pdf?MOD=AJPERES&CVID=mFYwIAe

Draft report on a Social Taxonomy by the European Union (1/5)

Who are the authors of the Taxonomy draft?

The Subgroup 4 of the Platform on Sustainable Finance wrote this report. Its role is to:

1. Explore extending the taxonomy regulation to social topics (elaborate social
objectives, work out a structure of a social taxonomy, identify approaches to substantial
contribution and do no significant harm, reflect on governance, business ethics, anti-
bribery and tax compliance, consider harmful activities, suggest a relationship between

a green and a social taxonomy)

2. Advise the European Commission on the functioning of the Article 18 of the
Taxonomy Regulation, which requires the respect of international labour standards

and human rights

Inspiration from environmental
taxonomy
This taxonomy follows the steps of the
green taxonomy by first defining social
objectives, then substantial contributions to
achieving these objectives and finally do no
significant harm criteria, so that contributing
to achieving one objective is not detrimental
to the others

Features of the EU social taxonomy

Not science-based

The foundation of this Taxonomy consists of
internationally agreed authoritative
norms and principles* that take the place
of “science”

75

PLATFORM ON
SUSTAINABLE FINANCE

Public Consultation

Report on Taxonomy

extension options
linked to environmental

objectives

July 2021

Public consultation and draft available
here.
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https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-platform-report-taxonomy-extension-july2021_en.pdf
https://finance.ec.europa.eu/publications/call-feedback-draft-reports-platform-sustainable-finance-social-taxonomy-and-extended-taxonomy_en

Draft report on a Social Taxonomy by the European Union (2/5)
A simplified layout

Following the Social Taxonomy draft consultation released in July 2021, and to respond to concerns on administrative burdens, efforts have
been made to align the Social Taxonomy structure to the environmental one with the collapse of horizontal and vertical dimension to a
structure with 3 objectives.

SOCIAL Taxonomy DRAFT July2021 42022 »  SOCIAL Taxonomy FINAL REPORT GREEN Taxonomy

Inclusive & 1
HORIZONTAL ‘ ‘
DIMENSION VERTICAL DIMENSION [ a4 § Decent work Adequate living standards & sustainable ]
(ENTITY-LEVEL) (ACTIVITY-LEVEL) | £3 wellbeing for end users communities and |
1 8¢ societies 1
Processes in place Activities for social | 88 ]
in a company aiming products & services ' Workers End users Communities !
at respecting based on the concept of | | 1 Healthy
takeholder's right: the right of an adequate i | o ecosystem
stakenoiders nights standard of living i . Heal_thy and safe products and | _“2’ Y
—_— | ) services . ] ‘g Circul
ENSURING DECENT IMPROVING i * Promoting + Durable and repairable products ° BRI CIe | = treLiar economy
e accessieiLtyor R Decent work « Protection of personal data and inclusive growth | ©
I ) . . ] .
PRODUCTS & K- (value chain) privacy Sustainable | Pollution
3 PROTECTING SERVICES FOR BASIC IS » » Responsible marketing practices Ilvellh_oods and ! prevention
2 A HUMAN NEEDS i 8 * Equalities & + Healthcare quality landinghis ! Sustainable use
& . ! !
L INTERESTS 3 non= « Improve access to healthy and Ensuring respect ; o WEET
o IMPROVING 3 discrimination highly nutritious food for Buman rights - and marine
ENABLING ACCESSIBILITYTO B at work - Improve access to drinking water, of affected ] SOTEES
INCLUSIVE & BASIC ECONOMIC i to housing, to education and communities AN—
SUSTAINABLE INFRASTUCTURE i lifelong learning |
— COMMUNITIES ! ;
Non-discrimination and ~ Water including waste water | | § The difference between “horizontal” and ‘vertical” dimension is now spelled out in | Substantial contribution criteria
equalities; No management; Food | E substantial contribution: = Reducing environmental
g child/forced labour Housing; Healthcare incl. ! g i pressu_re
kst Decent employment care work; Transport '8 1. Avoiding and addressing negative impacts on workers, consumers and Pt Imp_rovmg the state of the
% conditions _Te'ecomgl‘un'caflon and | 3 communities ; environment
T . internet; ean el ectrlcny; | c ! . Enab"ng activities
% ?)?;Zﬁ’cf‘s”iiﬁ\'l'gg Financial inclusion v 2. Enhancing inherent positive impacts of social goods and services and
Equality and inclusive | 3 basic economic infrastructure !+ Specific to each activity
growth etc : 3. Enabling activities » Aligned by nature (wind
turbine)
» Or specific criteria (rail
infrastructure)
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Draft report on a Social Taxonomy by the European Union (3/5)

Objective Decent Work Al e :Ilv\glr?_gbzitggdards e Inclusive and sustainable communities and societies

Sub-
objectives

#1 Promoting decent work

Strengthening social dialogue,
freedom of association and collective
bargaining for setting wages and
working conditions

Predictable and transparent pay
levels, guarantee of decent lives
Ensuring that formal working
relationships avoid precarious working
conditions

Excellent health and safety for workers
Running extensive programs for skills
and life-long learning, job transition and
employment generation

Provide for social protection

Measures to end forced labor, against
child labor and exploitation of work

#2 Promoting equality and non-
discrimination at work

Equal employment opportunities for

women

Ensuring pay gap between executives
and the average worker is not
excessive

Ensuring a living income for farmers

7

#3 Ensuring respect for the human and
workers’ rights of affected workers in the

value chain by carrying out risk-based due

diligence

Ensuring healthy and safe
products and services

Durable and repairable products
design and smooth multimodal
experience services (e.g.,
transport)

Cybersecurity and data privacy
protection

Responsible marketing practices

Quality healthcare products and
services

Healthy and highly nutritious
food for  children access
improvement

Good quality drinking water
access improvement

Good quality housing access
improvement

Education and lifelong learning
access improvement

#1 Promoting equally and inclusive growth

Access improvement for target populations and/or
areas to basic economic infrastructure (e.g., transport,
telecommunications financial services, electricity)
Childcare and support to children

Inclusion of people with disabilities

Creation and preservation of decent jobs, particularly
as part of a just, green and digital transition
Preservation of employment levels, recruitment of
local workers and support local suppliers in targeted
areas

Promotion of equality

#2 Supporting sustainable livelihoods and land rights

Promotion of community-driven development
Avoidance of negative impact on communities
affected by business operations (including land and
livelihoods, health, safety and security, culturally and
spiritually sacred sites, access to basic services)
Meaningful consultations with affected communities,
priorities on development to engage with indigenous
people

#3 Ensuring respect for human rights of affected
communities

Implementation of the “free, prior and informed
consent” process when indigenous peoples are
affected

Support freedom of assembly and expression
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Draft report on a Social Taxonomy by the European Union (4/5)

The Platform suggests a three-fold substantial contribution (SC)

Step 1: Setting social objectives |

78

The Platform advises to develop Substantial Contribution (SC) and DNSH at the sub-objectives level — offering granularity
Step 2: Setting out the substantial contribution that can achieve these objectives

Type of
contribution

#1 Maximizing
positive impacts

#2 Minimizing
negative ones

#3 Enabling
other activities to
provide social
benefits

Explanations / lllustrations

Enhancing the inherent social benefits of activities,
products or services (additional benefits)
contributing to adequate living condition

Avoiding and addressing adverse impacts on
workers, consumers and communities:
- Ensuring a decent life for the worker and his/her
family
- Paying wages agreed in collective agreements
- Training workers for a just transition
- Occupational health & safety

Social auditing services which help guaranteeing
decent working conditions for value-chain workers

Carrying out tests to discover harmful substances
in consumer products

Sectors of relevance

Goods & services related to basic human needs or economic
infrastructures:
- Food and water
- Education
- Access to housing, healthcare
- Transport and telecommunications

High-risk sectors with documented human-rights and labor-rights
abuses track-record

Economic activities have the potential to enable substantial risk
reductions in other sectors

Step 3: Drawing up criteria that apply the principle of DNSH, so that contributing to achieving one objective is not detrimental to the others

DNSH may play a greater role when neither turnover nor expenditures can meaningfully be linked to sub-objectives
(e.g., freedom of association and taxation and other topics closely related to measures at the entity level)

)
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Draft report on a Social Taxonomy by the European Union (5/5)

“AAAQ” concept for developing substantial contribution and DNSH criteria

The Availability, Accessibility, Acceptability and Quality (AAAQ) is an approach designed to address all possible obstacles to the fulfilment of

social, economic and cultural rights. It can be applied to public and private products and services likewise.

and the sub-object

Providing low-carbon energy from renewable
resources to cover the needs of target populations

”E lllustration of the AAAQ concept with the example of an energy / utility company
2 The referring objective is “Improving accessibility to basic economic infrastructure (B)”,

ive is clean electricity (B3)

Pricing adaptation to customers’ social situation

AAAQ

Fram
Acceptability: A product or service is
ethically and culturally appropriate respecting the sensitivity of
vulnerable groups and minorities
Creation of a comprehensive range of
dialogue and consultation mechanisms

The more difficult to define (compare to the other three
criteria) since it is depending on culturally sensitive norms
and preferences

79

ework

Quality: A product or service is safe and meets
internationally recognised quality standards which are
scientifically approved

Compliance with the strictest dam/nuclear safety
standards
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Comparing Environmental and Social Criteria

Key differences between environmental and social criteria

Environmental criteria consider a company’s stewardship of nature. It particularly looks at the impact of a company’s activities on natural resources
(air, soil, water quality) or GHG emissions. Criteria can include a firm’s carbon footprint, its impact on biodiversity, and recycling pledges.

Social criteria examine how firms manage their relationships with employees, suppliers, customers, and the communities where they operate.
It specifically takes into account human rights in the supply chain, consumer protection, and living standards.

80

Quantitative Nature: As indicators are generally technical and tangible,
quantifying indicators is easier (level of CO2 emissions, resources depletion
expressed in tons, cubic meter).

A minimum of consensus: environmental KPIs are generally clearer than
social ones. Overall, there is agreement regarding a common framework, a
green taxonomy, consisting of environmental criteria.

Clearer identification of positive impact on assets or projects: capital
flows can be more easily allocated to particular projects or applications with
examinable evidence of environmental benefits.

Macro-approach: in the green taxonomy it is entirely plausible for a part of
a production site to be manufacturing taxonomy-aligned products while
another part is not. Indicators can be measured at sector and entity level
and tend to be linked to specific economic activities or technologies rather
than specific companies.
The need for in-depth and context-based analysis is real (e.g., full life cycle
analysis) but less significant than for social criteria.

Offsetting: the practice of offsetting is increasingly used in the combat
against climate change and in efforts to conserve biodiversity; although with
limitations and fair criticism (it is always preferable to avoid and reduce
rather than offsetting negative impacts). High-emitting companies claim to
offset some of their emission by purchasing carbon certificates and/or
planting trees or engaging in carbon capture and storage activities
(analytical and accounting compensation).

Qualitative Nature: Social indicators are hard to quantify, like psychological
issues or damage.

Lack of consensus: Due to challenges in terms of quantifying and lack of
agreement on social preferences (e.g., there is no scientific consensus on
the appropriate level of state interventionism), the regulatory framework
regarding social criteria is nascent, rendering it hard to create a clear-cut
social taxonomy like its environmental homologue.

Harder to identify positive impacts of allocated funds: Allocating capital
flows towards projects or applications with a specific social goal is harder
due to the difficult-to-assess nature of social indicators. Assessing the
benefits of capital flows directed to projects requires more of an in-situ
approach.

A more profound need for assessment (micro and macro): because
social criteria involve a human dimension, the assessment of such indicators
require a more profound approach. The human element invokes the critical
need for proper implementation and measurability. It is recommended that
for social criteria the assessment of compliance with minimum safeguards in
practice be tied not to economic activity but to sites, business areas or
subsidiaries.

No Offsetting: compensatory or offsetting practices are not feasible within
the human rights realm, inasmuch as human rights are universal and, apply
to each and every human being across the globe in an equal manner.
Therefore, violating human rights in a specific company cannot be
compensated for by respecting human rights or improving them in another
facility. (UN Human Rights 2012: 15).
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The UN Guiding Principles on Business and Human Rights

Three international sets of principles from the UN and the OECD are commonly used to define social issues at an international, national or corporate
level: The UN Guiding Principles on Business and Human Rights (UNGP), the OECD Guidelines for Multinational Enterprises and the UN
Sustainable Development Goals (SDGSs)

1. UN Guiding Principles on Business and Human Rights (UNGP)

cultural human rights and the eight core conventions of the International Labour Organization (ILO). The UNGP are a set of guidelines 1\}
for states and companies to prevent, address, and remedy human rights abuses committed in business operations. It comprises all J/\xél’

companies, of all sizes, in every sector, in any country. . . . .
P y y &lve%peratlonal principles to be compliant with the UNGP

The UNGP is based on the Universal Declaration of Human Rights, UN documents on the protection of civil, political, economic, social and fo@
N
X

As the basis for embedding their responsibility to respect human rights, business enterprises should express commitment to meet this responsibility through
a statement of policy that:

(a) Is approved at the most senior level of the business enterprise;

(b) Is informed by relevant internal and/or external expertise;

(c) Stipulates the enterprise’s human rights expectations of personnel, business partners and other parties directly linked to its operations, products

or services;

(d) Is publicly available and communicated internally and externally to all personnel, business partners and other relevant parties;

(e) Is reflected in operational policies and procedures necessary to embed it throughout the business enterprise.

Policy commitment

Human rights due diligence is an ongoing risk management process that a reasonable and prudent company needs to follow in order to identify, prevent,
mitigate and account for how it addresses its negative human rights impacts. It includes four key steps: assessing actual and potential human rights
impacts, integrating and acting on the findings, tracking responses, and communicating how impacts are addressed.

Human Rights Due
diligence

Business relationships refer to those relationships a company has with business partners, entities in its value chain and any other non-State or State entity
directly linked to its business operations, products or services. They include business relationships in its value chain, beyond the first tier, and minority as
well as majority shareholding positions in joint ventures.

Business
Relationships

Leverage is an advantage that gives power to influence. In the context of the UNGPs, it refers to the ability of a company to effect change in the wrongful

HENETEES practices of another party that is causing or contributing to a negative human rights impact.

Communication is a regular sharing of information through — for example — public corporate sustainability reports including dedicated human rights reporting

Communication .
sections.

Where a company identifies that it has caused or contributed to adverse impacts, it should engage in remediation, by itself or in cooperation with other
Remedy actors. Remediation is the process of providing remedy. Remedies can take various forms including apologies, provisions to ensure the harm cannot recur,
restitution or rehabilitation etc.

Human rights due diligence is not a one-off event but should instead be an ongoing process. Due diligence is intended to be risk-based. For
the 10-year anniversary of the adoption of the UNGP in 2021, an UN Working Group has been launched to further drive and scale up implementation
of the UNGP more widely over the next 10 years.

= Source: UNHR (2011), Implementing the United Nations “Protect, Respect and Remedy” Framework

Swiss Government & Institute for Human Rights and Business (IHRB) (2018) Guidance on Implementing the UN Guiding Principles on Business and Human Rights VNATIXIS
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https://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
file:///C:/Users/jravindirane/Downloads/Guidance_on_Implementing_the_UN_Guiding_Principles_on_Business_and_Human_Rights.pdf

The OECD Guidelines for Multinational Enterprises

2. OECD Guidelines for Multinational Enterprises

These Guidelines express the expectations of the 36 member countries towards the multinational enterprises located or operating in

their territories. In 2011, the OECD published an updated edition, which was incorporated into the UN Guiding Principles on

Business and Human Rights. The Guidelines are based on the principle of voluntariness. 50 countries from across the world, OECD
including 25 EU member states, have adhered to the Guidelines or started the adherence process.

In 2000, the Organization for Economic Co-operation and Development (OECD) published the Guidelines for Multinational Enterprises. 3

The nine OECD Guidelines name the following additional aspects that are not already covered by the green taxonomy or the UN Guiding Principles:

Corruption Enterprises should not bribe public officials or the employees of business partners, they should publish adequate guidelines
against bribery, establish control measures and due diligence processes, and promote employee awareness and conduct training
on the issue.

Consumer interests Business enterprises should provide consumers with fair information and refrain from making unfair and misleading

representations or from engaging in deceptive marketing practices.

Science and technology Businesses should, where practicable, contribute to the rapid transfer of new knowledge and technologies. Development divisions
should also be established in host countries and should be encouraged to collaborate with local universities.

Competition Businesses should avoid entering into anti-competitive agreements on prices, production quotas or regional division of markets.

Taxation Businesses should comply with the letter and spirit of tax laws. Compliance with this principle is the responsibility of the company’s
supervisory board. The issue of transfer pricing is covered in detail. In multinational enterprises, different entities “sell” different
goods and services in different jurisdictions within one enterprise. Here, the corporate group derives benefits if, through internal
pricing, the highest added value is achieved in those jurisdictions with very low taxes. This practice is prohibited according to the
OECD Guidelines. Instead, businesses should set their internal pricing according to the arm’s length principle. Internal prices
should thus be calculated as though the goods were being bought from an external provider.

The final report of the Technical Expert Group makes it clear that the OECD Guidelines on consumer protection, science and technology,
competition and taxation should not be prioritized when it comes to verifying compliance with the taxonomy because these issues are difficult to
trace back to a specific economic activity (EU Taxonomy 2020: 17).

The taxonomy therefore prioritizes four of the nine OECD Guidelines as minimum safeguards in the green taxonomy. What remains entirely
unclear, however, is whether the remaining five do not apply at all or are simply considered to be of lesser importance.

= Source: Antje Schneeweil3 (2020), A Proposal for a Social Taxonomy for Sustainable Investment
UNHR (2011), Implementing the United Nations “Protect, Respect and Remedy” Framework
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https://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
https://www.oecd.org/corporate/mne/

The UN Sustainable Development Goals

3. UN Sustainable Development Goals (SDGSs)

Set in 2015, the UN SDGs serve as a “blueprint to achieve a better and more sustainable future for all”. The SDGs were developed within the UN’s
2030 Agenda for Sustainable development, which seeks to achieve peace and prosperity by eradicating poverty and ensuring sustainable
development.

The SDGs provide rich guidance on activities fulfilling essential needs and achieving social outcomes involving nutrition, education & training, training,
health, housing, and mobility. It can serve as a good starting point to draft the European social taxonomy for example.

The Goals are a synthesis of 169 targets of which the progress is tracked by 231 unique indicators that provide granularity on the overall level of
achievement of each SDG.

. Especially suited SDG For the definition . Especially suited SDG For the definition

of social objectives of ecological objectives e m e Exam p o T 1

The SDGs as Social Taxonomy Goals

NO GOOD HEALTH QUALITY GENDER CLEAN WATER

POVERTY AND WELL-BEING EDUCATION EQUALITY AND SANITATION * Goal: 1. End Poverty in all its forms

1
1
1
1
1
1
1
| everywhere
|+ Target: By 2030, build the resilience of
! the poor and those in vulnerable
. , — 1 situations and reduce their exposure
s : [ | Jiemte | — i and vulnerability to climate-related
' | extreme events and other economic,
! social and environmental shocks and
1 disasters
| » Indicator: Direct economic loss
| attributed to disasters in relation to
! global gross domestic product (GDP)
|
1
1
1

1 LIFE 16 PEACE, JUSTICE ] PARTNERSHIPS
BELOW WATER AND STRONG FOR THE GOALS

INSTITUTIONS

Source: https://www.bundesregierung.de/breg-de/themen/nachhaltigkeitspolitik/die-un-nachhaltigkeitsziele-1553514 = =S e s e e e e e e e e e e e e mm e m——— - =

= Source: Antje Schneeweil3 (2020), A Proposal for a Social Taxonomy for Sustainable Investment
83 UNHR (2011), Implementing the United Nations “Protect, Respect and Remedy” Framework NATIXIS

BEYOMND BANKING
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SDG Finance Taxonomy initiated by Chinese entities (1/3)  Click hereto access

84

document online

Progress status and description

The “SDG Finance Taxonomy” was authored by the UNDP in cooperation with the Center of Economic and Technical
June 2020 Exchanges (CICETE), from the Chinese Ministry of Commerce in 2020. To this day, it has no legal power and remain a
voluntary standard.

Stated goals and use-cases of the taxonomy

i)

rimary users of the taxonomy

It builds a common ground for Policy makers, Financial institutions,
usinesses, Industry bodies and communities, Analysts, advisers, research
houses and media. It is meant to be used by companies for fundraising,
lawmakers and investors both as a reference document and a reporting

o8]

I Specific objectives of the taxonomy

| The Chinese SDG taxonomy adopts a “Leaving No
| One behind” (LNOB) perspective on impact such TS G ?ALS

DEVELOPMENT

| that it “urges investments flowing into those projects
1 which will benefit groups left furthest behind”. It
: recognizes the necessity to measure and report on

| impact and mentions several compatible tools in
' order to bridge SDG gaps.

Authored by the UNDP in cooperation
with the CICETE

-

|

|

I A GOALS
m [5]% [ ['%]

I (&= Sl
BEHOEE -

|

I

Sustainable goals of the Taxonomy
“Closing the gap of access to socioeconomic empowerment
and advancement for vulnerable groups, beyond climate
change adaptation, mitigation and environmental protection.

In the first phase, the goal is for voluntary adaptation of the
Taxonomy (in China) and its international adaptation with
increasing regulatory support for standardized reporting and
national statistical systems.”

Categories of economic activity

Basic infrastructure Education technology
Affordable housing and culture
Health Food security

Financial services

o 4" NATIXIS
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https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html
https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html

SDG Finance Taxonomy initiated by Chinese entities (2/3) *

4 |
-

TECHNICAL REPORT
NCE TAX MY (CHIN.

Click here to access
document online

There are three levels of classification in the SDG
Finance Taxonomy.

> Level | is based on the ICMA Social Bond
Principles, distinguishing 6 thematic areas
(1.Basic Infrastructure, 2.Affordable Housing,
3.Health, 4.Education, Technology and Culture,
5. Food security and 6. Financial services).

= Level Il are based on national guidelines or
international best practices. Basic infrastructure
is declined under 7 subcategories designed by
the Chinese Ministry of Housing and Urban
Development.

=> Level lll corresponds to specific projects chosen
and detailed according to their specific relevance
for national development priorities (e.g., Chinese

Five-Year Plans, line ministries regulation).
85

Basic infrastructure

Affordable housing

Technology and Culture

* *

Sectors and sub-sectors covered

Transportation

Utility corridor

Water
Green and low-energy housing Energy
Pre-fabricated housing Environmental sanitation
Housing material recycling Green spaces
Housing for low income group IcT

Medical care and sanitation service
Technelogy innovation and promotion of healthcare
Manufacturing for medical and sanitation industry

Healthcare logistic services

Public health governance and services
Education

Technology

Culture and sports Agricultural production

Agricultural products and food processing
Agricultural product logistics, trade and retail
Agricultural production inputs and facilities

Agricultural education and skill building

Savings and current account financial services
Credit financial services
Insurance services

Basic financial health and assistant services
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https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html
https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html
https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html

SDG Finance Taxonomy initiated by Chinese entities (3/3) *

*

The Taxonomy adopts a “Leaving No One behind (LNOB)” perspective as it “urges investments flowing into those
projects which will benefit groups left furthest behind”. It recognizes the necessity to measure and report on impact and
mentions several compatible tools. It reportedly builds on the EU taxonomy Do no Significant Harm (DNSH) criteria

DNSH decision tree ci

| Initial screen for activities, | TECHNICAF REPQRT
which could cause significant ) )

I harm to any environmental I

| objective |

Impact measuring

. tools:
I 1 IMPACT
IRISH+ MANAGEMENT
Activity is not Develop screening PROJECT
aligned criteria

Exclusion list: K

Projects that risk doing significant harm to the SDGs are excluded from the Taxonomy:

- gambling, weapons, adult entertainment, tobacco and projects violating human rights,
among others.

- Exclude projects where alternatives with fewer negative impacts exist
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file://CIB.NET/shareparis/Salle/Services/GSH-Private_Side/GSH_PUBLIC_SIDE/6 - Center of Expertise/1 Ongoing research/Taxonomies/Focus on Chinese SDG taxonomy.pptx
https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html
https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html

Our Taxonomy analysis grid: Looking into Georgia’s Sustainable Finance

Taxonomy

1. Progress
status

2. Stated
goals & use-
cases

3. Sustainable
objectives
addressed

4. Sectors
covered

5. Typology of
criteria
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Click here to access
document online

The Establishment of a Sustainable Finance (SF) Taxonomy is part of the actions listed under Pillar 2 in the
Roadmap of Sustainable Finance in Georgia.

“The need for developing a taxonomy for Georgia instead of adopting already established one, such as EU
Taxonomy, stems from various reasons. The most distinctive ones include the need for taking into account specifics
of the Georgian financial system, development stage of sustainable finance, and sustainability issues relevant to
Georgia”

“The SF Taxonomy is designed to be applicable by various actors for a variety of financial products. However, it is
tailored to the needs of major local users that are commercial banks and microfinance institutions.” As such, the
document may be used for developing eligibility criteria for projects for capital market entities, disclose ESG related
information in a consistent matter, enhance ESG risk management practices, decrease uncertainty and reputational
risks, provide a consistent reference for standard setters and product developers.*

*The full application list may be found here in the SF Taxonomy for Georgia, p.16

“Environmental objectives include climate change adaptation and mitigation, biodiversity conservation, natural
resource conservation, pollution prevention and control, sustainable use and protection of water and marine
resources, transition to a circular economy, waste prevention and recycling and others.”

“While poverty reduction, food security, education, healthcare, and financial inclusion fall under social objectives.”

11 sectors under the Green Taxonomy : Renewable Energy, Energy Efficiency, Waste Management, Sustainable
Water Management, Pollution Prevention & Control, Green Transport, Sustainability Agriculture, Farming &
Aguaculture, Biodiversity Conservation, Sustainable Buildings & Construction, Sustainable Buildings & Construction,
Sustainable Production & Trade, Green Services

5 sectors under the Social Taxonomy : Affordable Basic Infrastructure, Healthcare and Related Social Services,
Financing and Financial Services, Food security, Education, Technology, Culture, Fitness

Technical standards per sub-category, related to EU directives and international certificates for the Green taxonomy.
Social impacts are expected and listed for the Social Taxonomy.
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https://nbg.gov.ge/fm/%E1%83%A4%E1%83%98%E1%83%9C%E1%83%90%E1%83%9C%E1%83%A1%E1%83%A3%E1%83%A0%E1%83%98_%E1%83%A1%E1%83%A2%E1%83%90%E1%83%91%E1%83%98%E1%83%9A%E1%83%A3%E1%83%A0%E1%83%9D%E1%83%91%E1%83%90/%E1%83%9B%E1%83%93%E1%83%92%E1%83%A0%E1%83%90%E1%83%93%E1%83%98_%E1%83%93%E1%83%90%E1%83%A4%E1%83%98%E1%83%9C%E1%83%90%E1%83%9C%E1%83%A1%E1%83%94%E1%83%91%E1%83%90/%E1%83%9B%E1%83%93%E1%83%92%E1%83%A0%E1%83%90%E1%83%93%E1%83%98_%E1%83%93%E1%83%90%E1%83%A4%E1%83%98%E1%83%9C%E1%83%90%E1%83%9C%E1%83%A1%E1%83%94%E1%83%91%E1%83%98%E1%83%A1_%E1%83%A2%E1%83%90%E1%83%A5%E1%83%A1%E1%83%9D%E1%83%9C%E1%83%9D%E1%83%9B%E1%83%98%E1%83%90/sustainable-finance-taxonomy.pdf?v=3aa9m
https://www.cn.undp.org/content/china/en/home/library/poverty/technical-report-on-sdg-finance-taxonomy.html
https://sbfnetwork.org/wp-content/assets/policy-library/702_Georgia_sustainable_finance_taxonomy_2022.pdf

V|||_Focus ON

TRANSITION TAXONOMIES

One must differentiate the different ways to include “transition” in
taxonomies, either through ad hoc categories, tiering of economic
activities, adapted or “intermediary” thresholds or levels of
performance (“shades”), and/or by factoring trends and improvement
over time (with so-called traffic-light systems)
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Traffic light system taxonomy mechanisms

Shaded taxonomies not only include “transition activities” but classify activities along a color scheme (red, yellow, green).

These form of taxonomies thereby enable a clear and distinct assessment of activities’ transition potential, with amber or middle
categories representing activities that do not cross the red “significant harm” boundary and yet do not meet the requirements sets for
substantial contribution (green), and should be assessed “dynamically”, in regard to their transition potential.

This color scheme therefore enables its users to see more clearly which activities are following transition paths.

Chart | Green Finance Industry Taskforce’s
Chart | BRI Project Classification methodology Traffic Light System Proposal

(Singapore’s Taxonomy)

(clearly aligned)

(activities / companies with quantifiable and

(encouraged projects, positive list) time-bound pathways towards either green or
significant de-carbonization)

*  red (activities /companies that are carbon intensive

Red (require stricter supervision and regulation, negative list) and where viable alternatives exist and that fail to

meet the criterial of ‘do no significant harm)

A 3-color method is proposed (Traffic light system) based on
environmental impacts of the projects:

(neutral projects)

“An activity can be assessed as if it fulfils , o
the conditions laid down in the decision tree (Chapter ~ Chart | ASEAN’s multi-tiered Taxonomy
5.4.1). For the purposes of the Plus Standard, an

activity will need to undergo further assessment on The ASEAN taxonomy adopts a
whether it is making a substantial contribution to Ac"""y"eve'°:‘:v’i';‘:nf§:;lszgj:3'i‘\’gss R “stacked  approach”,  with
transition, in line with the decarbonisation activity-level thresholds. “This
trajectory required by the Paris Agreement. 42 b ol means that for each activity,
Act.ivities which to be assessed as amber P$_\_Ni|| P -« there are multiple
typically belong to one of three types of activities assessment Thresholds Classification —» decarbonization pathways”.
listed below: criteria & Pathways system
« Activities not currently zero or near zero emissions Focus Sectors Thresholds (for Green-PS The ASEAN delineates 3 tiers
: P H ; ; Specifi t lected sectors) evelope |
fﬁllowm'g a decarbonization pathway (aligned with o ingsomonot BN | g, of thresholds established for a
t d tigation /GHG Amber- PS . .. .
the Paris Agreements) o i arilsicrs i single activity, to reflect its
+ Activities facilitating barriers to decarbonization Othersectors « DNSH (to be starting points and
* Interim solutions (which generate less to an an o — Red - PS -
. ; - ped in To be developed decarbonization pathways.
alternative and need to be carried out for a limited subsequent versions of
. . . . the Taxonomy
period of time while alternative low carbon
technologies are developed.”
T 4y NATIXIS
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Distinguishing “transition activities” from “traffic light systems”

Most taxonomies already include elements and a narrative on transition (especially through listed environmental objectives)
Yet, the way that transition categories are classified or listed / or transition plans considered varies across taxonomies, as some :
(i) categorize “transition activities” (EU, South Africa, Vietnam, South Korea, Malaysia, Indonesia) whilst others
(ii) use a traffic light system ( , , red), with an amber categories usually being used for activities on path to (Singapore, ASEAN, CBI, EU).

Transition categories in the EU Taxonomy (i) @

Types of substantial contribution
(to climate change mitigation)

Art.10.2:
" ' “An economic activity for which
Activities’ own Enabling other
performance activities shall be
| - g q q
™ ¥ ] P _ | e considered to contribute substantially to
Reducing environmental Improving the Enabling other activities = _ > as it supports the transition to a climate neutral
pressure state of the 5 .
anvironment to reduce environmental economy ()
1 “heal the pressure or to improve the ..
§ ] ersvircnmenl") environmental status/heal where that aCt|V|ty:
the environment. g - =
High impact, Low impact, but  Activites with a net - (‘enabling aciivlies") (i) has greenhouse gas emission levels that correspond to the
but potential potential to positive "9 o . .
to reduce replace or contribution to the best performance in the sector or industry;,
e et (fn";“::;";"v‘e (i) does not hamper the development and deployment of low-
sctiviies’) Impact activities emissions carbon alternatives; and
e activities”) R . . . .
activities’) L (i) does not lead to a lock-in in carbon-intensive assets
I considering the economic lifetime of those asset

Traffic light system in the EU Extended Taxonomy Proposal_(not adopted, published in March 2022) (ii)

Unsustainable — (Significant
Harm)

Activities labelled “Significant harm”, (SH) urgent transition needed away
from SH

Activities labelled amber, “intermediate performance”, in the process of
transitioning to a more climate compatible performance (transitioning to
“green”)

Substantial contribution to the environmental objectives

- ¥ NATIXIS
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https://commission.europa.eu/documents_en

The European Extended Taxonomy proposal (1/3)

A case study of a sophisticated proposal for a traffic light adoption system in the EU

* The current Taxonomy framework already technically defines three levels of performance for each objective: green and
sustainable, significantly harmful and the subsequent intermediate level (by default).

* However, the current Regulation is not intended to define any category of activity other than “environmentally sustainable”,
what the Extended Taxonomy is designed for with intermediate performing activities, significantly harmful activities and always
significantly harmful activities.

+ The Commission still has to identify further economic activities with no technological possibility of improving their
environmental performance.

Always Significantly harmful
(SH) economic activities
in need of urgent
decommissioning or exit

Significantly harmful (SH)
economic activities

. - An nomi ivi hall li havin n
in need of urgent transition economic _activity shall quality as having a

intermediate environmental performance level where
An economic activity shall qualify as that economic activity:
requiring urgent action to transition
away from the level of performance
that is significantly harmful to
environmental objectives when that

economic activity:

An economic activity shall qualify
as requiring urgent
decommissioning or exit action
where that economic activity:

a) does not significantly harm any of the environmental
objectives;

b) does comply with technical screening criteria that
have been established by the Commission;

a) does significant harm to any of
the environmental objectives;

. . c) does comply with social minimum safeguards.
a) cannot be improved to avoid

significant harm and will therefore
remain always  significantly
harmful (ASH)

= The Platform set examples of activities such as
renewable or other power generation, heavy industry
or transport sector activities with environmental
performance between the substantial contribution
and DNSH criteria.

b) does not comply with technical
screening criteria that have been
established by the Commission.

= No concrete example of intermediate performance
activity.
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The European Extended Taxonomy proposal (2/3)

A case study of a sophisticated proposal for a traffic light adoption system in the EU

Figure 1 - Existing Green Taxonomy
All activities in the real economy

Activities listed
‘ ‘ All other
activities

in Delegated Act

Non-aligned activities Non-covered activities

SC
threshold
criteria
Taxonomy aligned activities
BOX A
Only “green” activities listed in BOX B
Delegated Act, meeting substantial All non-aligned activities are
contribution criteria and not failing lumped together, irrespective
Do No Significant Harm and of their impact on
Minimum Social Safeguards can environmental objectives
be reported as taxonomy-aligned
2020 A B C D
2035 A B C D
2050 A B E b
Site/Project/Activity/Investments

Site/Project/Activity/Investment
that is not Taxonomy-aligned

s that is Taxonomy-aligned
Activities A-D could represent production sites for the same non-financial
corporate or different investments within a financial corporate’s portfolio or

product
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Figure 2 - Extension categories for economic
activities and their performance levels

All activities in the real economy

3

Activities All other
listed in activities

Delegated Act

Eolianthaiy Significant Harm
performance
performance P
(urgent " !
decommissioning or O s
. needed)
exit needed)
DNSH
threshold
criteria
Activities listed as Intermediate
“always performance
Significantly
Significant Harmful”
Contribution
threshold
criteria Significant
contribution
performance
Activities Prioritized Activities Activities that
excluded as activities with to be
“always Delegated Act included
Significantly criteria for SC in
Harmful” and DNSH Delegated
Actin
future
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The European Extended Taxonomy proposal (2/3)

Transition & Intermediate Performance levels : a dynamic tracking of shifts

Figure 3 — Distinction between levels

DNSH
threshold === =—=-==-==-=-=---~-
criteria

SC
threshold - - & o o o o e e oo - =
criteria

Figure 4 - Examples of changes across different performance levels

Whole activity own performance
Ex: “operation of ...”, ” Manufacture of ...”
Only Substantial Contribution can count turnover

Significant
Harm (SH)

Intermediate
Performance

(IP)

Substantial
Contribution
(SC)

Transition (Investment) activity

Ex: “Renewal of ...”, “Renovation of..”)
Capex can count for:

Existing Taxonomy
as part of single activity-specific
investment plan to meet TSC

I:> Extended Taxonomy
“Intermediate transition”
With robust activity- and entity-specific

plan for transition and continuing to
improve

» By suggesting to formalize a multi-level system the Platform acknowledges changes from a performance level to another and

allow a dynamic tracking.

* However, the existing implicit three performance levels were not set to work in a dynamic space and most of DNSH criteria are not
designed to be dynamic but rather positive or negative. Therefore, they will have to be reshaped.

* The red zone boundaries are tightening over time which will require issuers to maintain improvement over time (“falling

curves” according to the Platform).
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The growing development of “traffic-light” taxonomies in the Asia Pacific

Sustainable bond issuance rose in Asia over the last years, and following suit, the development of taxonomies is under way in the region.
If the EU taxonomy is influencing regulatory developments by setting the bar against which all other taxonomies are designed and measured,
Asian taxonomies — especially the regional ASEAN one — has made traffic light taxonomy systems more popular.

FOCUS ON THE TRAFFIC LIGHT SYSTEM TAXONOMIES

limaic N The CBI Taxonomy uses a traffic light system to indicate eligible assets and projects, for assets compatible with a low carbon
onds economy, for projects that could be compatible if it complied with set screening requirements, red for incompatible and
grey if the activity is not yet covered by the taxonomy.

= O

The ASEAN taxonomy classifies all activities under “ noe ” or “red”. For an activity to be classified as amber, it must
prove that it is trying to improve its performance relative to environmental objectives.

©

* Singapore published a Second Version of a Green Taxonomy for Financial Institutions in May 2022 and included in it a traffic light
system. Each color translates a different level of contribution to climate change mitigation :
. (environmentally sustainable) : substantially contribute to climate change mitigation by operating at net zero / pathway
for net zero by 2050
(transition) : activities either transitioning towards green (under a time frame) or facilitating significant emissions
reductions in the short term.
* Red (harmful) : activities which a re not compatible with a net zero trajectory.

* The Indonesian taxonomy differs in the approach towards defining the categories.
» Green activities must: do no significant harm, apply minimum safeguards, provide a positive impact on the environment and
align with the environmental objective of the taxonomy,
. : do no significant harm,
» and red entails harmful activities.
* In this context, activities labelled yellow were designed to ensure that they comply with regulations and best
practices rather than with a set transition objective.

|

The taxonomies consider further rapid urbanization and industrialization, whose result will likely lead to continued dependency on fossil fuels, at
least over the medium term. Hence, the inclusion of some activities that are not yet undertaking a transition enables the region to holistically
consider a smooth transition pathway, while handling their energy needs over the near and medium-term.

*Ishihara, Yu; Carr, Miranda, APAC ESG Regulations for Institutional Investors, Research Insights MSCI ESG Research LLC, September 2022, available here.
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file:///C:/Users/rcamarcat/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/8YCZJ7G8/2022%20Sep_APAC%20ESG%20Regulations%20for%20Institutional%20Investors_by%20MSCI.pdf.pdf
https://www.climatebonds.net/files/files/CBI-Taxonomy-Sep18.pdf
https://abs.org.sg/docs/library/gfit-taxonomy-consultation-paper
https://asean.org/wp-content/uploads/2021/11/ASEAN-Taxonomy.pdf

Australia’s Sustainable Finance Taxonomy

Traffic-light Taxonomy to address hard transition activities

Objectives

Led by the Australian Sustainable Finance Institute

Green and Transition Finance Taxonomy

Purpose

Report on Taxonomy Design
T * -

Designing Australia’s "
sustainable finance taxonomy

Sectors

Core Design Principles:

» Credibility: science & evidence-based approach to develop robust criteria.

Alignment
& Eligibility

» Usability: simplify the implementation of the taxonomy to make it understandable to all
stakeholders.

» Interoperability: align the taxonomy to international standards and taxonomies (particularly EU,
UK, Japan and the US) to allow capital flows.

» Prioritisation: prioritize objectives to promote just and orderly transition, particularly the for the
selection of sectors and criteria.

Transition

» Impact: consider the taxonomy’s contribution towards achieving sustainability objectives and a

net-zero transition. Other

Criteria

Climate change mitigation; Climate change adaptation;
Protection and restoration of healthy ecosystems & biodiversity;
Promotion of resource resilience and/or transition to circular
economy; Pollution prevention; Sustainable use and protection of
water & marine resources.

Direct capital flows into economic activities that substantially
contribute to sustainability objectives; Help guide an orderly and
just transition to a sustainable economy; and address
greenwashing

Electricity supply, mining (including coal mining, oil and gas
extraction and other mining), agriculture and manufacturing.
Sectors to align with ANZSIC where possible but may seek to align
with ISIC and NACE.

Use of internationally recognized, credible, science-based
technical screening criteria, which may be complemented where
necessary by principles-based criteria. Alignment to include entity
and activity level criteria.

Traffic-light colour system should be adopted to distinguish
between green activities (aligned with taxonomy objectives),
transition activities (on a pathway to alignment with taxonomy
objectives), and excluded activities (unsustainable, do significant
harm or no credible alignment pathway to the taxonomy objectives.

Should consider do no signficant harm, considering Australia’s
needs, and mininum safeguards.

June 2022 December 2022 March 2023 July 2023
ASFI Taxonomy Project is 1 Phase Publication of draft publication of finalized 2 Phase Creation of Technical
initiated as industry led- Scope recommendations for the paper_on Develop Working Group to begin
Working Group

initiative close dialogue with design of Australia’s Taxonomy

recommendations for

Taxonomy Development

Government and start of public consultation Australia’s Taxonomy
. o ¢ . o o o
October 2022 February 2023 June 2023

Publication of “Scoping
of International
Taxonomies” Paper

End of public consultation
on the Design
Recommendations
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to inform integration of
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https://static1.squarespace.com/static/6182172c8c1fdb1d7425fd0d/t/63984be6994b617c5d7dd79a/1670925360553/Taxonomy+Report+Updated-compressed.pdf
https://static1.squarespace.com/static/6182172c8c1fdb1d7425fd0d/t/6397ed6eeab03745318a28e7/1670901166803/Framing+Paper+Final+14+Nov.pdf?utm_source=hs_email&utm_medium=email&_hsenc=p2ANqtz-8WZrn_27clLGDy1RaE91txSmBtg_fPMdea0kLGV3FApauADiZVPWdoqaohUjcEl4AQQm8T
https://static1.squarespace.com/static/6182172c8c1fdb1d7425fd0d/t/64221052e1667558180e4ae9/1679954013353/Framing+Paper+Update+March-compressed.pdf
https://static1.squarespace.com/static/6182172c8c1fdb1d7425fd0d/t/648900d64ef47f08a001a80d/1686700273994/TTEG+EOI+-+PDF+Version.pdf
https://static1.squarespace.com/static/6182172c8c1fdb1d7425fd0d/t/64221052e1667558180e4ae9/1679954013353/Framing+Paper+Update+March-compressed.pdf

Transition criteria and taxonomies

Transition pathways are defined along a set of criteria in different taxonomies. For now, taxonomies mainly use sector specific area metrics (CBI),
pathways aligned with the Paris agreement, TSC, thresholds, feasibility and alternative technologies (Singapore). Yet these criteria could be gain in

granularity in the following years.

Taxonomies in ASEAN countries show different approaches for
classification while they all cover transition activities

) ASEAN Singapore Indonesia Malaysia
./ Applicable > Not applicable
. . . . El taxonom B taxonom M taxonom E= taxonom
For instance, only 2 taxonomies explicitly claim — y y y 2
) ) . Publication November 2021 May 2022 January 2022 Apr. 2021
that carbon credits are not suitable for transition (Version 1) (2nd draft) (Published) (Publizhed)
or mitigation (right figure). Scope Green ~ ~ ~ ~
Transition N \/ v ~
Others classify “transition” activities without using Guiding pronba v v v v
principles
thresholds but DNSH. DHSH! o o o 2
Classification :srf-;e:::r:iitr::: TBD - o >
Thresholds e 4 >< >

1. Do Mo Significant Harm principle

2. The Securities Commission Malaysia is currently developing the principles-based SRI Taxonomy for the capital market, which is targeted to be released by end of 2022. The SRI Taxonomy
will provide more clarity and guidance for the market in identifying sustainable investment assets or activifies.
Source: ASEAN Taxanomy Board, ASEAN Taxonamy for Sustainable Finance, November 2021, hitps //asean orgiwp-contentiuploads/202 1/1 /ASEAN- Taxonomy pdf
Green Finance Industry Taskforce, Identifying a Green Taxonomy and Relevant Standards for Singapore and ASEAN, May 2022, hitpe.ijabs.org.sg/docs/library/second.gfil-taxanomy-consultation-paper
Sustainable Finance Indonesia, Indonesia Green Taxanomy, January 2022, hitps:['www.ojk go.id/keu tan/Uploads/C
Gentral Bank of Malaysia, Climate Change and Principle-based Taxonomy, April 2021, hitps:/Awww.bnm.gov. mwuocumanlsfzmzwsaammcumawcnange+anu+Frmcup|a based+Taxonomy.pdf

i_22012011321251 pdf

Global standards for climate finance and taxonomies mostly either do
not support carbon credits or do not mention them

Carbon credits in global standard and other taxonomies

Non-supportive for carbon credits Not mentioned Under development

| Climate Ronds | . ICMA

« Climate Transition
Finance Handbook

- China taxonomy

Climate Bonds Initiatives

“Credible transition goals and
pathways don’t count offsets”
(carbon credits)

Global
standard

Taxonomy -

‘\\

EU taxonomy

“Not considered suitable for
climate mitigation, separate and
distinct from impacting activities,
last step of the mitigation
hierarchy, after harm has taken
place, not guaranteed to
remediate the harm*"

- ASEAN taxonomy

Indonesia taxonomy Singapore taxonomy

<=

Malaysia taxonomy

1. EU position on carbon credits is increasingly unfavorable (Certified Emission Reductions are no longer swappable with EU Allowances since 2020)
Source: ATF Study Group, press release,
Climate Bond Initiative, Financing Credible Transitions: Summary note, 2020, https://www.cli
Platform on Sustainable Flnance Part A Me!hodoiogncal Report, March 2022
https://ec.europa.eu/ir _economy_t _and_f /220330. i fi platf fit port: ining:
objectives-taxonomy_en.pdf

y-note-092020-report-page.pdf
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Source

Asia Transition Finance Guidelines, 1st

edition, September 2022, available here

- ¥ NATIXIS
R CORPORATE &
eSTiEnT BANKING

GREEN & SUSTAINABLE?



https://www.aggpm2022.org/downloads/ATF_Guidelines_1st_Edition.pdf
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