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EU Taxonomy — State-of-Play

We understand that the so-called Complimentary Delegated Act — which will
clarify the treatment of natural gas & nuclear energy under the EU Taxonomy —

will be published in mid-December — possibly as soon as the 9th December.

We cannot say at this juncture what conditions will be attached to natural gas &

nuclear energy in order to qualify as Taxonomy-aligned under the Complimentary

DA.

We can speculate that natural gas and/or nuclear energy may be included in the
Taxonomy as transitional activities subject to a sunset clause — whereby their

inclusion in the Taxonomy would be time-limited.

It has also been rumoured that natural gas projects would only qualify as Taxonomy-
aligned in cases where they directly substitute for energy production using coal and

provided certain performance thresholds are satisfied.

Eurosif

Brussels to weaken its sustainable
finance ‘green standard’

EU taxonomy is likely to include nuclear power and natural gas, which
will fuel allegations of greenwashing




EU Taxonomy — State-of-Play

We must stress that these are only possibilities when it comes to the substance of the

Complimentary DA.

We understand that the drafting is being handled by the Cabinet of President Von der Leyen
directly such is the level of political sensitivity. Even other senior Commissioners may not be fully

apprised of the details of the Complimentary DA.

This has become a concern for prominent Member States that have insisted on the inclusion of

natural gas & nuclear energy in the Taxonomy — particularly France.

The fact that the contents of the Complimentary DA are not known, and that publication has been

delayed to mid-December has made the French Government nervous.

Policymakers in Paris would like to avoid a scenario where the conditions for the Taxonomy-

alignment of nuclear energy are too stringent.

Eurosif




EU Taxonomy — State-of-Play

Important to the political context, the scrutiny period for the Climate Delegated Act in Council
will end on 7th December. In the absence of a qualified majority of EU Member States voting

for an objection to the Climate DA — it will enter into force.

According to the calculations of the European Commission, there is no qualified majority in the
Council to block the Climate DA. Accordingly, the Commission is confident that the Council
cannot threaten to block the Climate DA to create leverage over the Complimentary DA — thus
explaining why they have delayed publication of the Complimentary DA until after the Climate DA

is passed.

That said - there is an ECOFIN Council scheduled on 7 December. We understand that France is

attempting to mobilise opposition to the Climate DA before the ECOFIN Council convenes.

Eurosif

To reach a qualified
majority in the Council —
55% of EU Member States,
collectively representing

65% of the EU population,
would have to vote to block
the Climate DA.




EU Taxonomy — State-of-Play

The French reason for doing so is to maintain political leverage over
the Commission and thereby ensure that the conditions on the use of
natural gas & nuclear energy stipulated by the Complimentary DA are

flexible enough for French purposes.

We understand that the interest in having nuclear energy & natural gas
included in the Taxonomy reflects the expectation on the part of several
Member States that the Taxonomy could be used as an allocation
tool for public spending in the years to come - particularly

when EU funds are concerned.

Accordingly, the inclusion of nuclear energy in the Taxonomy would
facilitate French public spending to renovate/expand existing nuclear
power stations and add new nuclear power capacity to their energy

infrastructure.
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EU Taxonomy — State-of-Play

Eurosif issued a Statement outlining the credibility risks associated with including natural gas &

nuclear energy in the EU Taxonomy and have shared it with the relevant policymakers.

Eurosif

R THE CREDIBILT

In brief, the Eurosif Statement conveys the following points;

There are significant risks associated with inclusion of natural gas & nuclear energy in the EU

The debate on the Inclusion of natural gas and nuclear energy in the EU Taxonomy has
Intensified. It Is not clear what the advantages of Including these are. However, the risks of

Taxonomy. Principally, the credibility of the EU Sustainable Finance agenda will be incuing these eneey sorces for e credibity o the E susanale fnence egends are

significant. It will weaken the perception of the EU*s ambltions vis-a-vls Intematlonal partners.

cast into doubt if natural gas & nuclear energy can qualify as sustainable in the EU; The 1 Ty o sustanable acthies for prate nnce

The EU Taxonomy is a list of economic activities that qualify as sustainable because they align
with certain environmental objectives according to scientific criteria. For climate mitigation it
seeks to define what activities are fully compatible with the objectives of the Paris Climate

Eurosif believes that their inclusion would result in the EU Taxonomy no longer constituting a Amemenof g 1€ o e e w15 by g i ae ety
2050.
list of sustainable activities but rather a list of transitional activities; 13 el oo for e comparies vt Lo s o e e srd e

economic sectors not deemed sustainable in any way.

There are few benefits to including natural gas & nuclear energy in the EU Taxonomy. There The e bl sy s ndhe chlrges of mesting v o e ot ofcives

create a complex equation for Member States regarding their current and future energy mix,
needing to align their plans with climate objectives while considering implications for the
exclusion would not prejudice Member States' prerogative to select the best energy mix to suit e

P l P g gy The EU Taxonomy does not limit these strategic choices. Some countries have already made
their choice clear to rely on nuclear energy and to phase out thermal coal by switching to natural
h . d b . . I gas. The absence of these energy sources from the EU Taxonomy has not prevented these plans.
t el r ecar on Isatlon p ans' Including natural gas and/or nuclear energy would fundamentally change the nature of the EU

Taxonomy, from a "green” to a ‘transition’ list of activities
Matural gas and nuclear energy will play a limited role in the energy transition as pointed out by
the IEAin its 2050 Net-Zero roadmap, with the share of nuclear energy remaining stable while
natural gas disappears (Annex). While these sectors may be needed in the short-term to secure
energy supply, their inclusion would alter the nature of the EU Taxonomy from a list of
sustainable activities to a list of transitional activities. As the |EA stated, in a Net-Zero scenario

Eurosif also harbours concerns over how the inclusion of natural gas & nuclear st s susinsble I he E Ty that s meont o be sloce ased. 1

energy in the EU Taxonomy will undermine product disclosures under SFDR.



SFDR RTS - State of play Eurosit

On 25th November, the European Commission sent a letter to the European Parliament &
the Council announcing a further delay to the application of the technical standards St

EUROPEAN COMMISSION
m DIREC NERAL FOR FINANCIAL STABILITY

Brussels
FISMA C 4/LB/mp(2021)8147227

The latest delay means that the date on which the technical standards will enter into

application is now | January 2023 — deferred by an additional 6 months.

Subject: Information regarding regulatory technical standards under the
Sustainable Finance Disclosure Regulation 2019/2088

Dear Ms Tinagli, Mr Sircelj,

The Commission stated that the additional delay is necessary to allow sufficient time for the . 22 Gber 2021, e Erpen nrce

Delegated Act consolidating the finalized Regulatory Technical Standards (RTS) submitted by

the European Supervisory Authorities (ESAs) to be prepared, adopted and scrutinized by the

European Parliament and the Council before entering into force.

Unfortunately, the delay will create additional regulatory compliance issues for financial
market participants and will do little to address the fundamental challenges that FMPs have

encountered while trying to implement the SFDR — such as the lack of reliable data.



SFDR RTS - State of play

The additional delay will affect a number of disclosure requirements — these include the following;

Pre-contractual disclosures for Article 8 products — including Taxonomy-
related product disclosures stipulated by Article 6 of the Taxonomy Regulation
which applies in cases where Article 8 products include exposure tol/investments in
Taxonomy-aligned economic activities.

Pre-contractual disclosures for Article 9 products — including Taxonomy-
related product disclosures stipulated by Article 5 of the Taxonomy Regulation
which applies in cases where Article 9 products include exposure tol/investments in

Taxonomy-aligned economic activities.

Importantly, the deferral will not apply to the disclosure of adverse sustainability impacts at entity

level in the form of a PAI statement as stipulated by Article 4 of the SFDR.

The Commission has clarified that Financial Market Participants will have to publish their first PAI

statement on 30 June 2023.

Eurosif

COMMISSION DELEGATED REGULATION (EU) No .../..
of XX

ing the reg: y technical laid down in Commission Delegated Regulation
(EU) 2021/XXX as regards the content and presentation of information in relation to
environmentally sustainable financial product di: in and
periodic reports

(Text with EEA relevance)
THE EUROPEAN COMMISSION,
Having regard to the Treaty on the Functioning of the European Union,

Having regard to Regulation (EU) 2019/2088 of the European Parfiament and of the Council on
sustainability-related disclosures in the financial services sector (), and in particular Article 2a(3),
the fourth subparagraph of Article 8(3), the fourth subparagraph of Article 8(4), the fourth
subparagraph of Article 9(S), the fourth subparagraph of Article 9(6), the fourth subparagraph of
Article 10(2), the fourth subparagraph of Article 11(4) and the fourth subparagraph of Article 11(5)
thereof,

Whereas:

(1) Regulation (EU) 2019/2088 establishes harmonised rules for sustainability-related
disclosures by financial market participants and financial advisers. Commission
Delegated Regulation (EU) 2021/xxx (*) lays down the content, methodologies and
presentation of entity level principal adverse impact disclosures and the content and
presentation of financial product level precontractual, website and periodic

disclosures.
2) Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June
2020 on the est ofa k to facilitate L. bl , and

amending Regulation (EU) 2019/2088 (’) requires additional information on the degree
of taxonomy alignment to be disclosed within the precontractual and periodic
disclosures of a financial product investing in an economic activity that contributes to
an environmental objective within the meaning of point (17) of Article 2 of Regulation
(EU) 2019/2088

3) For that purpose, the extent to which investments underlying a financial product are in
economic activities that qualify as Taxonomy-aligned in accordance with Regulation
(EU) 2020/852 (Taxonomy-aligned economic activities) should be graphically
represented using a standardised metric to allow easy comparison for end-investors.



SFDR RTS - State of play Eurosif

In Eurosif's view, the deferral of the application of the technical standards under SFDR will do little to address the

implementation challenges that FMPs have encountered — most notably in relation to the availability of reliable data.

In addition, the deferral will create further compliance challenges — most notably when it comes to assessing the sustainability
preferences of clients in the manner prescribed by MiFID Il — which will apply as of August 2022 and require SFDR

disclosures to be operational.

Finally, Eurosif is concerned that the inclusion of natural gas & nuclear energy in the Taxonomy may necessitate a revision of
the SFDR’s Taxonomy-related product disclosures — as in their current form they are not sufficiently granular to reflect

exposures to natural gas & nuclear energy if present in a product portfolio.



EU Green Bond Standard - Update Eurosif

In the EU Council (Draft compromise text discussed on 23 November)

Main topics for discussion/amendments to the EU Commission proposal:
Flexibility on the Taxonomy-alignment of the use of proceeds
Role of external reviewers & national competent authorities, and supervisory powers of ESMA
Application date: |8 months after the publication of the Regulation

In the EU Parliament

Objections to the flexibility regime on the allocation of proceeds

Concerns about the possible introduction of natural gas and nuclear power in the EU Taxonomy
Make the EU GBS mandatory

Add more specific requirements on the environmental plan of the issuer

The opinion of the European Central Bank (5 November )

Invites the EC to evaluate the opportunity to make the EU GBS mandatory

Full support for full Taxonomy-alighment of the use of proceeds; concerns on the 5-10 Taxonomy-
alignment plan

Proceeds should be allocated according the TSC applicable at the point of issuance and for the entire

lifetime of the green bond

Designate competent authority for issuers outside the EU



The 2021 Capital Markets Union (CMU) package (1/3)

Aim:

On 25 November, the European Commission published four legislative proposals, delivering on its commitments under

the 2020 Capital Markets Union action plan.

Proposals aim to improve the ability of companies to raise capital across the EU, broaden investment opportunities

for retail investors and better integrate capital markets

Proposals:

ESAP

| Proposal

Brussels, 25.11.2021
COM(2021) 723 final

2021/0378 (COD)

Proposal for a

REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

ing centralised access to publicly

establishing a European single access
avail cs, capital markets and

P gle ac
able information of releva

(Text with EEA relevance)

{SEC(2021) 572 final} - {SWD(2021) 344 final} - {[SWD(2021) 345 final}

ELTIF

ﬂ Review

2021/0377 (COD)

Proposal fora

REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

(Text with EEA relevance)

{SEC(2021) 571 final} - {SWD(2021) 342 final} - {SWD(2021) 343 final}

AIFMD / UCITD

Review

2021/0376 (COD)

Proposal for a

DIRECTIVE OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

09/65
repor

(Text with EEA relevance)

{SEC(2021) 570 final} - {SWD(2021) 340 final} - {SWD(2021) 341 final}

Eurosif

Proposal fora

(Text with EEA relevance)

{SEC(2021) $73 final] - (SWI{2021) 346 final] - [SWIX2021) 347 final]




Eurosift

Four legislative proposals under new CMU package (2/3)

ESAP: European Single Access Point - EEY

aaaaaaaaaa

Establishment of ESAP for public financial and sustainability-related

information on EU companies and EU investment products

Disclosures under SFDR must be submitted from| January 2025 and

disclosures under EU Taxonomy from | January 2024 ELTIF: European Long-Term Investment Funds

Seeks to improve visibility towards investors and open up access to ) _ . .
Review of Regulation to increase attractiveness of ELTIFs

financing

. [— Proposed changes aim to make investment in ELTIFs easier for

retail investors, while ensuring strong investor protection

Changes include broadened scope of eligible assets, more flexible fund

rules, reduced limitations on borrowing, facilitate marketing of ELTIFs




Four legislative proposals under new CMU package (3/3)

Eurosif

AIFMD / UCITSD: Alternative Investment Funds

Review of Directive to enhance efficiency and integration of AlF

market

Harmonisation of rules to facilitate lending to real economy, while

protecting investors and ensuring financial stability

No mention of particular sustainability-related provisions

B o
Commmseon

Next steps: The legislative proposals

will now be discussed by the

European Parliament and the Council

MiFIR: Markets in Financial Instruments

Review of Regulation to enhance transparency on capital markets

Changes include transparency obligations, alignment of derivates trading

obligation, introduction of ‘European consolidated tape’

No mention of particular sustainability-related provisions
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