BaRCELONAa

® CENETJERSLNEaL';'CER/g?:stainabilily

El paquete regulatorio
de Finanzas Sostenibles
y la Plataforma Europea

PLATFORMON Colaboran: Barcelona Col-legi dEconomistes
SUSTAINABLE FINANCE B Flﬂaﬂ(l:; School lE de C%nya

@ Web @ Twitter @ LinkedIn

https://barcelonacentrefinancer.cat/ @bcn_ctr_fin_eur Barcelona Centre Financer Europeu — BCFE




.
BaRCELONA For *l
EEEEEEE cege® !

Bienvenida Institucional

Luis Herrero

Presidente de Barcelona Centro
Financiero Europeo (BCFE)



BaARCELONAa E *_ @ I:C 8
“-_®
[

CENTRE FINANCER /' iinability
EUROPEU ‘e _

Ponencila

Helena Vines

Consejera de la Comision Nacional del

Mercado de Valores (CNMV)
y Presidenta de la Plataforma de la Union

Europea sobre Finanzas Sostenibles



“El paquete
regulatorio de
Finanzas
Sostenibles y la
Plataforma

Europea”
A\

Helena Vines

* X %
*
*

S PLATFORMON
U SUSTAINABLE FINANCE

*
* g x

i



=\
EU Taxonomy

Regulation: mandatory disclosures

The Taxonomy Regulation mandates three user obligations:

Large companies

~

Financial market participants

Offering financial products in the
EU, including occupational pension
providers

Article 5 — Article 7

Who are already required to provide a The EU and Member States
non-financial statement under the

NFRD/CSRD

Article 8

= How and to what extent the » The proportion of turnover When setting out measures on
Taxonomy was used in aligned with the EU taxonomy; standards or labels for green financial
determlnlng thg sustalnabll!ty of - CAPEX and OPEX aligned with products or green (corporate) bonds
the underlying investments;
) the EU taxonomy.
= To what environmental
objective(s) the investments

contribute; and ->KPIs will be established in a
= The proportion of underlying seperate delegated act
. investments that are Taxonomy- LA ON
aligned, as a percentage of the SUSTIAI OINlAuBVILE FINANGE

investment, fund or portfolio.
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Helps companies access better finance

Company A

The importance of capex

Based on 20%
share of —— ———> =
turnover
o A8 ) c )( D )
80% of Company EUREKA’s investments are made to make
Share of factory B taxonomy aligned, expand A and upgrade factory D

green
activities Taxonomy aligned investment (CAPEX)
2025 C A ) C B )( C ) ( D )

I 50%

Based on
share of
turnover

Site/project/operation that
is not Taxonomy-aligned

C) Site/project/operation

6 that is Taxonomy-aligned

_Q@DDD

Company has plans to:

1. Manufacture only
EVs in plant B

2. Increase energy
efficiency of
building D and
make it flood
resilient

3. Investin R&D to
improve electric
batteries
performance

By 2025.

PLATFORM ON
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Transition tool - how can taxonomy help?

» By defining green economic activities, not companies
= Site/project/operation
that is Taxonomy-aligned

» The Taxonomy enables companies to transition by gradually increasing
their share of green activities = Site/project/operation that

is not Taxonomy-aligned

Company A
j\ Share of green
/ \ activities
- QEDC - O )= ) -
Factory A Factory B increases
expands energy efficiency

50%

- D @D (- (

Factory C activity transitions to E

- (D GED G

Source: Platform on Sustainable Finance
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® The Taxonomy as a measurement tool

Company A

Description of company’s Description of company’s Description of company’s
activities activities activities

20% (80%)
30% weight

Company B Company C O@

All shares and general

S
20% weight '| purpose bonds of

50% weight

My equity fund is 10.6% Taxonomy-aligned as of revenues and 25% as of

capex

Expected Growth
of Taxonomy-
alignment
Demand in the EU

| Company A
20% turnover-aligned
80% capex-aligned

Financial Institutions Taxonomy-related Disclosures (GAR/GIR) including credit institutions
EU Green Bonds Standard and pressure for Taxonomy-alignment disclosures and
performance for all use-of-proceeds instruments

ESG preferences (as part of funds or as a stand-alone investment for the retail market)

PLATFORMON
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The rise of ESG funds

UCITS fund assets managed by Article 8 and 9 funds SFDR Articles 8 and 9 account for 55% of
assets.

Rest

45%
Article 8
5,200
52%

Article 9
340
3%

Source: ESMA (2023)
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European Regulatory Reporting — STOXX 600

STOXX 600 Index

Turnover Disclosure Value >0 Capex Disclosure Value >0 Opex Disclosure Value >0

Not Eligible Eligible, Not Aligned W Aligned Not Eligible Eligible, Not Aligned M Aligned Mot Eligible Eligible, Not Aligned

da 4 a

Source: Bloomberg as at 17th May 2023
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W Aligned

BICS Level 2 Sector
Renewable Energy
Utilities
Real Estate
Oil & Gas
Tech Hardware & Semiconductors
Materials
Industrial Services
Software & Tech Services
Consumer Discretionary Products
Industrial Products
Financial Services
Retail & Wholesale - Staples
Retail & Whsle - Discretionary
Consumer Staple Products
Health Care
Media
Telecommunications
Consumer Discretionary Services

Note: Values in below table are based on non-zero disclosure in STOXX 600 for FY 2022

Average Taxonomy

Capex %

94.55
72.13
32.03
28.72
25.15
18.57
17.91
12.92
12.38
10.57
10.21
9.07
7.80
3.62
2.71
2.35
1.62
0.30



The taxonomy iIs one piece of a much bigger jigsaw

The Taxonomy is becoming THE reference

National labels and
standards

Investors
Disclosures (SFDR)

ESG preferences

into suitability test
Corporate

disclosures
CSRD
Benchmarks

EU Green Bond
Standard

Green budgeting and
green procurement

Taxonomy-linked
products (ESG) as a
default option?

Public-linked
pensions and Central
Tomorrow Banks investments

as asset owners From portfolio

measurement to

capital allocation
Recovery Plan -

green conditionality

PLATFORMON
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O Sustainable Investment of SFDR

Company A
~9 ~9
Taxonomy Turnover Not Aligned Not Aligned
Taxonomy Capex Aligned 30% Aligned 30%

Example Steel Manufacturer, Company A

12

Aligned 10%

Share of non-
renewable energy
consumption and
production

GHG intensity of
investee
companies

Gender pay gap

@

FMP B is an asset manager. FMP B has a Climate fund with a
committed objective of 10% Taxonomy-alignment based on
turnover according to its pre-contractual disclosures.

_ Company A FMP B rules

33.2% of electricity
consumption from non-
renewable source

Carbon intensity (ton
CO,/ ton of product)
23tCO,/t

25%

Less than 50%, with targets to further reduce by
2030

In line with Taxonomy DNSH thresholds when
existing; otherwise follow EU ETS when applicable
or |[EA SDS thresholds

Maximum of 5%

PLATFORMON
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SFDR Sustainable investments & Taxonomy-alighed
Investments

CRITERIA OBJECTIVES IN FOCUS
e Do no .
Contribution to o Additional . Further Env .
objective ot Safeguards Climate objectives Social
) harm (DNSH) € )
Investment in an Only as of 1
economic activity DNSH for Minimum Yes v Maybe in
Taxonomy- . . January
: that substantially environmental Safeguards d : . the future
aligned . o ‘ Adaptation 2023 (might
contributes to objectives (Social and d / to be
NESHISE environmental (activity level) Governance) an be decided
. v mitigation postponed)
objective
Investment in an .
. . DNSH for social
economic activity and
Sustainable that contributes . Good
. environmental Yes Yes Yes
Investments to environmental L governance
. objectives
and/or social )
o (entity level)
objective

**Sustainable investment” means an investment in an economic activity that contributes to an environmental objective, as
measured, for example, by key resource efficiency indicators on the use of energy, renewable energy, raw materials, water and
land, on the production of waste, and greenhouse gas emissions, or on its impact on biodiversity and the circular economy; or an
investment in an economic activity that contributes to a social objective, in particular an investment that contributes to tackling
inequality or that fosters social cohesion, social integration and labour relations, or an investment in human capital or
economically or socially disadvantaged communities; provided that such investments do not significantly harm any of those
objectives and that the investee companies follow good governance practices, in particular with respect to sound
management structures, employee relations, remuneration of staff and tax compliance; (Art. 2 (17) SFDR



@ Taxonomy-aligned investments

Contribution to
objective

Investment in an
economic activity
that substantially
contributes to
environmetal
objective

Taxonomy
aligned
Investments

Investment in an
economic activity
that contributes to
environmetal and
or/ social objective

Sustainable
Investments

1. Taxonomy as a sub-set of
sustainable investments

14

Do no significant
harm (DNSH)

DNSH for
Environmental
objectives

DNSH for social and
environmetal
objectives

Additional
Safeguards

Minimum
Safeguards (Social and
Governance)

#

are not aligned

Good Governance

2. DNSH assesments differ:

For Taxonomy-aligned investments, DNSH criterio apply as
defined by the Climate DA

For Sustainable Investments, FMPs need to use the PAI
indicators

Investments that use the Taxonomy face a double layer of DNSH

when part of an Art. 8 or 9 financial products ( DNSH TR & SFDR
DNSH (PAls))

3. Additional safeguards

PLATFORMON
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Crossover on Do No Significant Harm across
the Sustainable Regulatory Framework

Do not significant harm and minimum safeguards

DNSH Technical screening criteria (to. =~ | = = = = = = = o

? AL |
environmental objectives) 1 Taxonomy
|

(activity based)
Minimum safeguards: UN GPs + OECD

MNEs (social and governance)

Envir | PAls (9 datory ~ s : Taxonomy-based Sustainable Investment |
indicators for corporates)

I 1
PAls: Gender pay gap + board gender > | SustauSnFa:'leAl:tvzes(tS)ent of :
|

diversity |

UN GC and OECD MNEs e

Good governance practices x
CTBs of BMR

Controversial weapons

Tobacco

DNSH to environmental objectives PABs of BMR
(not needed to follow TSC)

PLATFORMON
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@ Towards better alignment

Principal Adverse Impacts

Minimum Safeguards
UN GPs + OECD MNEs

Extra governance indicators
Gender pay gap + board gender diversity + CEQO
remuneration

Environmental PAls
better aligned with Taxonomy metrics

Activities and products that are always
significant harmful e.g. coal, controversial
weapons, tobacco, neonicotinoid
pesticides, etc.

—

)\

Companies” practices at
entity-level

Activities conducted by
companies

The Platform recommends the
progressive inclusion of a short
list of always significant harmful
social and environmental
activities as “always principally
adverse” in the absence of a
Taxonomy addressing  always
significant harmful and social
activities (or until such Taxonomy
exists).

RAENEN PLATFORMON
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The power of PAIs

Carbon Intensity (51 & 52) by Sector

Portfolic ®Benchmark

Portfolio Scope 1 » Scope 2

Scope 1 @ 5cope 2
8 11 1

00

Source: Bloomberg 2022

The Platform believes that for products
disclosing under Article 8 SFDR, the PAls
(or families of PAls in line with ESG
promoted characteristics) should be
disclosed for the entire product — for all
consistent investments. PAl disclosure
should not be optional for such products,
nor should it be possible to consider PAls
under Article 7 SFDR for only part of the
product.

% Women on Board by Sector

Portfolio @ Benchmark




Two types of environmental
“Sustainable Investments” in the long run

1. Sustainable Investment (SI) Activity-based:

An investment in an economic activity that contributes to an environmental objective, as defined by the
Taxonomy Regulation, provided that the rest of the activities being conducted by the economic actor or
undertaking do not significantly harm any of the other objectives as defined by Article 3 of the Taxonomy
Regulation and respect Article 18 of the Taxonomy Regulation with regard to minimum safeguards.

2. Sustainable Investments (SI) Entity-based

An investment in an investee company that contributes to an environmental objective, as defined by the
Taxonomy Regulation, as measured, through improvement of indicators, for example, by key resource
efficiency indicators on the use of energy, renewable energy, raw materials, water and land, on the
production of waste, and greenhouse gas emissions, or on its impact on biodiversity and the circular
economy, provided that such investments do not significantly harm any of those objectives and that the
investee companies follow good governance practices, in particular with respect to minimum safeguards
of the Taxonomy Regulation.

PLATFORMON
SUSTAINABLE FINANCE
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Two types of environmental
“Sustainable Investments” in the long run

The Platform believes that in the future the Taxonomy should
be embedded into the narrative of any financial product — to

1. Sustaina

An investme - ined by the
T I show how much existing (turnover) or future (capex)
axonomy R ic actor or
M ecldy: (nvestment is aligned. e Taxonomy
Regulation & rds.

The Platform believes that minimum ESG reporting
requirements — being GHG emissions and the Taxonomy a
SR c5se in point - should be mandated in the longer term across USRS ALC

Taxonomy K . . . . . ey resource
Nl |l financial products, including those that are not classified as Y
efficiency i and, on the

eyl Article 8 or 9 (often referred to as Article 6 under SFDR). the circular
economy, provided that such investments do not significantly harm any of those objectives and that the
investee companies follow good governance practices, in particular with respect to minimum safeguards
of the Taxonomy Regulation.

2. Sustainak

PLATFORMON
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Sustainability preferences

Sustainable
Investment

The different PAls
(and performance

Taxonomy ( % of
alignment as of
revenues, capex or
opex);

(proportion of SI
but as defined by
the FMP)

levels or ranges of
performance or as
screening criteria)

Different elements of a, b and ¢
Differences between a and b

Explain, explain and explain

Simplify and clarify

What investors do not want to invest in
Guidance on thresholds

Training

Differences between these products and products without such sustainability features in a clear

manner, avoiding technical language.

What are the maximum and average figures that can be expected and, in a simple manner, why that
Is the case. Further, that despite the low numbers, those products that use the Taxonomy have the

highest potential to make a positive environmental impact.

Importance of CapEx, and difference between revenues-based vs. capex-led

20
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At a crossroads
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M
Platform’s goals (1/3)

-y ©)

NN
The number one goal is to make Our aim is to both simplify and
the taxonomy the regulatory maximise its use

ecosystem that surrounds it work.
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M
Platform’s goals (2/3)

HHHE M ffé

SMES INVESTMENTS IN USE-OF-PROCEEDS
DEVELOPING INSTRUMENTS
COUNTRIES AND
DEVELOPMENT FINANCE

23



Focus on usability, implementation and simplification

TAXONOMY - EU Taxonomy Navigator — A simple and practical guide for users

EU Taxonomy Navigator (europa.eu)

« EU Taxonomy Compass - a visual representation of sectors, activities and criteria
included in EU Taxonomy

« EU Taxonomy Calculator — a step-by-step guide on reporting obligations

* FAQ repository — an overview of questions and answers on EU Taxonomy and its
delegated acts


https://ec.europa.eu/sustainable-finance-taxonomy/

=\
Platform’s goals (3/3)

Stakeholder
Response
Mechanism

on Enabling

activities

completed Adaptation

activities

taxonomy

25



The EU Taxonomy already covers more than 100 activities

DISASTER RISK MANAGEMENT « : BUILDINGS
E Nature-based solutions. ? Construction and renovations,
F4 Emergency Services, Flood . demolition and wrecking,
risk prevention and protection maintenance of roads and
infrastructure. motorways, use of concrete in
civil engineering,

WATER SUPPLY AND SEWERAGE
Water supply, urban waste water,
sustainable drainage systems
(SUDS), phosphorus recovery from
waste water.

Water supply, sewerage, waste
and r diation

e

TRANSPORTY

New transitional water and air
- transport, automotive md
rail components.

Low emissions, transitional
alternatives until 2025,
infrastructures

SERVICES

Sale of spare parts and
second-hand goods.
Preparation for re-use of

N

goods for reuse.
26
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)3--4

Construction, energy efficiency

CLIMATE

EWIRONM!N‘I’AL
DELEGATED AcCT

FORESTRY

Afforestation, conservation, forest
management, rehabilitation and
restoration of forests

es

fiag

rer

MANUFACTURING

Plastic packaging goods,
electrical and electronic

equipment, pharmaceuticals
Enabling technologies, heavy
industry (transitional)

NEW

ENERGY

Renewables, transmission,
specific nuclear and natural gas
activities (subject to stringent
conditions)

ICT and professional activities
Software and consultancy
IT/IOT (information/operational
technologies) data driven
solutions.

=
w
z

Research, data solutions and
centres

PLATFORMON
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PSF members

_ - _ Corporates
= Platform Chair : Helena Vines Fiestas

] Credit Institutions
» Platform group : List of members

Investors

= 28 Members (e.g. — Axa, CBI, 2DlI, Business

Europe, and number of academics) RUETE

» 7 directly appointed members (EBA, ESMA,
EIOPA, EEA, EIB, EIF etc.)

Public Sector

Auditors/Consultants

7 Stakeholders Group

» 14 Observers (PRI, UNEP-Fi, OECD, ETUC
etc.)

SMEs

S PL ATFORMON

27 5
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https://finance.ec.europa.eu/document/download/b5aca76d-51ec-4731-973b-37e6997af069_en?filename=eu-platform-on-sustainable-finance-members_en.pdf

=\
Governance of the Platform

28

Qutreach and educational
Task Force

S

,l' (Co-JRapporteur(s)
% Supportaed by a Subgroup 7
.~ secretanat i od

‘‘‘‘‘‘‘

1. Subgroup on usability and data
members + directly appointed
members + observers

Advise on (i) the usability of the EU
Taxonomy, (i) the usability of the
wider sustainoble finance
framework and (iii) data science

L 28 members of type A, B, C + 7 directly appointed members +

Plenary

13 observers

)
)

----------
,,,,

e >
.........

/z. Technical Working Group (TWG)
members + directly appointed
members + observers

AMOMWIOMMNMM

Advise on possible need to update
criteria
Work on usability and costs and
benefits of criteria with SG1

Analyse requests from stakeholders to
develop or revise technicol screening
e/

ethodological
[framework for the monitoring of
capital flows Into sustainable
Investments
Development of a fromework on
dato operationalisation

\Mmmmmmwﬂm/

[
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M
What will success look like

29
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Benefit from lower
cost of capital (the
importance of
Capex)

Use the taxonomy Green debt offering

via capex or via from mortgages to
revenues (or both) green loans to
to build their SMEs based on the
portfolios, and the taxonomy; and the
financial products expansion of their
based on the credit portfolios is
taxonomy enjoy high tinted green.

demand.

&

The benefits and
the gains, while
forgetting or
forgoing the short-
term pains.
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Thank you !!
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Turno
Preguntas y Respuestas
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