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What is the EU Taxonomy?
The EU Taxonomy is a regulatory framework that identifies which economic activities can (and cannot) be termed “sustainable.”
It facilitates the transformation of business, finance, and sustainable investing by creating a classification system and incentives.

The Taxonomy addresses greenwashing by enabling market participants to identify and invest in sustainable assets with more
confidence. Businesses can access attractive “green” financing opportunities. However, the Regulation also places new
disclosure obligations on companies and financial market participants.

The taxonomy looks at several major sectors including agriculture, manufacturing, transportation, energy, construction, and
communications. For each sector, it provides a list of industry-relevant activities that could be considered sustainable.

The Six Objectives of the EU Taxonomy
The Taxonomy defines environmentally sustainable activities as economic activities that make a substantial contribution to at

least one of the EU’s six environmental objectives, while at the same time, not significantly harming any of these objectives and
meeting minimum social safeguards.

For an activity to be considered eligible, it only needs to meet the substantial contribution criteria for one of the six objectives.
For it to be taxonomy aligned, it has to meet the substantial contribution criteria for at least one of the six, comply with the Do

No Significant Harm (DNSH) criteria for all six, and meet minimum social and governance safeguards (in accordance with OECD,
UN, and ILO issued guidelines).
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The Taxonomy currently provides technical screening criteria for 70 climate change mitigation and 68 climate change
adaptation activities.
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https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy-sustainable-activities_en
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-taxonomy-article-8-report-eligible-activities-assets-faq_en.pdf
https://eu-taxonomy.info/info/eu-taxonomy-for-companies
https://www.europarl.europa.eu/RegData/etudes/BRIE/2021/654213/EPRS_BRI(2021)654213_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/BRIE/2021/654213/EPRS_BRI(2021)654213_EN.pdf
https://ec.europa.eu/sustainable-finance-taxonomy/tool/index_en.htm
https://ec.europa.eu/sustainable-finance-taxonomy/tool/index_en.htm
https://ec.europa.eu/sustainable-finance-taxonomy/tool/index_en.htm
https://ec.europa.eu/sustainable-finance-taxonomy/tool/index_en.htm
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Practical Case Studies on Taxonomy Application

See here for businesses and here for investors.
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https://www.enbw.com/media/bericht/bericht_2021/eu_taxonomie_bericht.pdf
https://www.unpri.org/eu-taxonomy-alignment-case-studies/eu-taxonomy-alignment-case-study-1-aberdeen-standard-investments/6234.article
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy-sustainable-activities_en
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-taxonomy-article-8-report-eligible-activities-assets-faq_en.pdf
https://eu-taxonomy.info/info/eu-taxonomy-for-companies
https://www.europarl.europa.eu/RegData/etudes/BRIE/2021/654213/EPRS_BRI(2021)654213_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/BRIE/2021/654213/EPRS_BRI(2021)654213_EN.pdf

Spotlight: EU Taxonomy

zmh
advisors

Promoting investments in green businesses: Disclosure Requirements

* For Businesses: When businesses comply with the new reporting rules as per the Taxonomy framework, it provides data for
investors to evaluate and make informed decisions.

Larger companies will be required to report Financial institutions and non-financial companies within the

alignment to taxonomy categories as a percentage 2 O Z 2 scope of the Non-Financial Reporting Directive (NFRD) are
) : _ required to report on eligible activities for climate change
of their Turnover and Operating (OpEx) or Capital

mitigation and climate change adaption.
(CapEx) Expenditure that goes to climate change

mitigation or adaptation. These companies are

f.urthe‘r eligible for EU Green Bonds, an attractive Non-financial NFRD companies will then have to start
financing opportunity. reporting their own taxonomy alignment.

e For Investors: Investors are expected to report (per

fund/portfolio) how and to what extent they use the
Taxonomy, the environmental issues it is Financial institutions only need to start reporting their

contributing to mitigating, and the percentage of 2 O 2 4 taxonomy alighment beginning in 2024, based on necessary
. ’ . data reported by portfolio companies in 2023.
investments that are Taxonomy aligned.

What ZMH Can Do for You

Our Proprietary ESG Engagement Dashboard™ allows you to leverage technology and data to optimize your shareholder interactions.

Access to 1000+ case
studies & detailed analysis

Know what could be asked Stay up to date on investor’s
during an engagement ESG priorities

Gain access to 7M NPX
voting records &
governance policies

CONTACT US TO SCHEDULE A DEMO

info@zmhadvisors.com | https://zmhadvisors.com

Contact information & key
players at each firm

Understand how investors
will vote on your ballot
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