EU Taxonomy for
sustainable activities
in a nutshell
The Taxonomy is...
→→ The EU Taxonomy is a regulatory classification system and transparency tool which helps
investors and companies identify to what degree an economic activity is environmentally
sustainable.
→→ EU Taxonomy Regulation entered into force
on 12 July 2020, but it will not start applying
in practice until 1 January 2022 at the earliest.
→→ The EU Taxonomy is one of the 10 specific actions of the Action Plan on Financing Sustainable Growth helping to meet the objectives
of the European Green Deal.
→→ The initial focus has been on defining what
is sustainable in climate terms, but the intention is to develop rules on other environmental
sustainability objectives, and to extend this
to social objectives at a later stage.
→→ The Taxonomy Regulation does not
require parties to invest in taxonomy-eligible
activities

An “inventory”
for the future

A reporting
enabler

Provides clarity on what is an environmentally sustainable activity.
Provides the market and the
public with the necessary confidence on environmental performance.

Enables measuring the
degree of environmental future-fitness of an investment
product and the share of environmentally future fit activities
in a company.

A transition tool

Evidence & science-based

Helps investors and companies
to plan and report on the transition. It sets the objectives and
the direction of travel for different
economic activities.

Taxonomy is built using evidence
and science. There is a clear rationale for the choices that have been
made on prioritization of activities and setting of criteria.

An economic activity is considered “environmentally
sustainable” when it meets all of the following conditions:

Comply with technical
screening criteria under the
Regulation

Climate
change
mitigation

Climate
change
adaptation

Transition
to circular
economy
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Objectives

→ A four-week public consultation
on delegated acts (DA) for climate
change adaptation and mitigation
objectives was launched in November 2020. The DA will be accompanied by an impact assessment and
should be adopted in the second half
of April 2021.

Not “significantly harm”
any of the environmental
objectives

“Contribute substantially” to one or more
of the environmental
objectives or be a transitional or enabling
activity

Comply with Minimum safeguards: OECD Guidelines, UN
Guiding Principles on Business and Human Rights, ILO
Declaration on Fundamental
Rights and Principles at Work
and International Bill of Human Rights

Sustainable
use and protection of water and marine
resources
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→ In practice, the taxonomy can
apply if technical screening criteria
(TSC) are adopted under delegated
acts (DAs) for each of the six environmental objectives.

Pollution
prevention
and control

Protection and
restoration
of biodiversity
& ecosystems
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→ The 4-week public consultation on
the DA for climate change adaptation and mitigation objectives was
launched in November 2020. The DA
will be accompanied by an impact
assessment and should be adopted
in the second half of April 2021. The
first company reports and investor disclosures on climate change
adaptation and mitigation objectives
are due to start in 2022.
→ The DA for the four other environmental objectives (biodiversity
, circular economy, water systems,
and pollution prevention and control), the taxonomy should be established and adopted by 31 December 2021 so that the taxonomy can
start to apply to those objectives
from 1 January 2023.

Challenges
→→ The European Commission was meant to
have adopted the DA on climate change
adaptation and mitigation under the Taxonomy Regulation by 31 December 2020.
→→ Over 46 000 replies were received in the
public consultation on the DA that needed
to be analyzed. There have been 4 types of
criticism:
•

Taxonomy is too tight or too loose

•

Taxonomy goes beyond existing EU
legislation

•

More work is needed on the Taxonomy usability

•

Taxonomy is too binary in its current design

→→ The European Comission has mandated
the Platform on Sustainable Finance (PSF)
until mid-March, to provide “advice on
the existing and potential use of the
EU taxonomy framework for enabling
the financing of the transition towards
a sustainable economy”.			

Timeline
of the EU
Taxonomy

Jun 2020

Q4 2021

Taxonomy Regulation adopted
by the European Parliament

Commission due to adopt
delegated act containing TSC on
remaining objectives after consultation process during 2021 ;

Jul 2020

EC Report on the Taxonomy Regulation review;

Taxonomy Regulation officially
entered into force as a framework law in the EU member
states
Dec 2015

Adoption of the Paris Agreement

March 2018

Adoption of the EU Action Plan
on Sustainable Finance

May 2018

EC legislative proposal to introduce Taxonomy, Disclosures and
Benchmarks

2022
Oct 2020

Sustainable Finance Platform established

Nov 2020

EC published the draft DA on
climate change mitigation and
adaptation activities for public
consultation

Dec 2020
July 2018

Technical Expert Group (TEG) established to advise the Commission
on technical details of the taxonomy’s climate change mitigation and
climate change adaptation activities

Dec 2018

1st TEG report on Taxonomy

Dec 2019

Launch of the European Green Deal;
EC/EP agreement on Taxonomy
Regulation

March 2020

TEG final advisory report and
technical annex with detailed
definitions of climate change
mitigation and climate change
adaptation activities;

Deadline for the public EC
consultation on the DA draft,
objectives 1&2

March 2021

Financial products and financial
market participants to comply
with the key requirements of the
Disclosure Regulation (SFDR)

Q2 2021

Commission due to adopt
delegated act containing TSC
on climate mitigation and
adaptation;
Commission due to adopt delegated Regulation on taxonomy-related
disclosures by undertakings reporting non-financial information;
Report on social taxonomy;
Report on harmful and low impact
taxonomy

EU Climate Law proposal
Q3 2021
April 2020

Consultation on renewed
sustainable finance strategy

EC Report on minimum safeguards

Consultation of the Report on
social taxonomy; final report at
the end of Q3

Disclosure requirements relating
to the climate mitigation and
adaptation objectives start to
apply ;
Technical standards on how
sustainable investment products
and their issuers disclose their
alignment with the taxonomy’s objectives 1&2 apply under the SDFR
after an EC decision;
ESA to draft technical standards on
how sustainable investment products and their issuers will disclose
their alignment with the taxonomy’s
objectives 3–6;
By July 2022 and every three
years thereafter: Review of the
Taxonomy Regulation and screening criteria; Commission due to
publish a report on the application of the Taxonomy Regulation

2023

Disclosure requirements relating
to remaining environmental
objectives start to apply;
Technical standards on how
sustainable investment products
and their issuers disclose their
alignment with the taxonomy’s objectives 3–6 apply under the SDFR
after an EC decision

Platform on Sustainable
Finance (PSF)

Platform
structure

→ Creation of the Platform on Sustainable Finance is a
significant step forward towards the implementation of
the “renewed sustainable finance strategy”.
• The Platform is a permanent expert group of the European Commission established under the Taxonomy
Regulation which will expand the work done by
the Technical Expert Group (TEG) whose mandate expired in September 2020.
• The establishment of the Platform is an important component assisting the EC in developing its sustainable
finance policies, notably:

chair

Nathan Fabian (PRI)

Technical
working group
Advise on technical
screening criteria

Advise the Commission on
review of the Taxonomy Regulation and on covering other
sustainability objectives, including social objectives and
activities that significantly
harm the environment.

Monitor and report
on capital ﬂows
towards sustainable
investments.

Advise the Commission on
sustainable finance
policy more broadly.

Monitoring capital
ﬂows to sustainable
investments

appointed members from
a range of sectors, including industry, academia
& civil society

Subgroup 5

Subgroup 2

Advise the Commission on technical
screening criteria
for the EU Taxonomy,
including on usability of the criteria.

Subgroup 6

57 members
& 10 observers

Advise on data
availability & usability of criteria

Advise on
Regulation review

Subgroup 3

Subgroup 4

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

Advise on extension
of Taxonomy to social
objectives & functioning
of Art. 18
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