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What is the EU Taxonomy?

@ 2015

Paris agreement
Target to limit global
warming to 1.5°C
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CONTEXT

‘ 2016

High-Level Expert Group on
Sustainable Finance

Established by EC to steer the flow of public
and private capital towards sustainable
investments

©® 2018

EC Action Plan for Financing
Sustainable Growth

The action plan set out a comprehensive
strategy to connect finance with
sustainability
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Source: Aviva (2014): A Roadmap for Sustainable Capital Markets



What is the EU Taxonomy?

CONTEXT

2018

EC Action Plan for Financing Sustainable Growth
Comprehensive strategy to connect finance with sustainability

EU Taxonomy Incorporating sustainability Developing sustainability
in financial advice benchmarks

Introducing a ‘green
supporting factor’ in the EU
prudential rules for banks

Strengthening sustainability
disclosure and fostering

sustainable corporate

and insurers governance




What is the EU Taxonomy?
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1 One of the tools to connect finance with sustainability

A classification system for sustainable activities
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What is the EU Taxonomy?
EZIE  Timeline

- Delegated regulation for CCM & CCA

m applicable with first disclosure limited to
eligibility

- Disclosure extended to alignment

- EU Taxonomy
Regulation adopted

- First enlargement of scope to all large
4 companies




What is the EU Taxonomy?

Legislative framework

EU TAXONOMY REGULATION

Climate '
Taxonomy Y2, @9 Environmental
Addendum =7 Taxonomy Taxonomy
on Gas Climate change mitigation Protection of water  Pollution
& Climate change adaptation Circular economy Biodiversity
Nuclear

@ Disclosure requirements
= q

Energy @

Minimum Safeguards
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The impact on listed real estate

1 Enable investors & companies to determine what is sustainable

2 Help re-orient capital flows to contribute to sustainable growth
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The impact on listed real estate

What are the eligible real estate activities under the EU Taxonomy?

New developments for sale

The Primary Energy Demand (PED) of
the new building is at least 10% lower
than the threshold set for the nearly
zero-energy building (NZEB)
requirements.

The energy performance is certified
using an as built EPC.
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Renovations

The building renovation
complies with the applicable
requirements for major
renovations.

Alternatively, it leads to a
reduction of Primary Energy
Demand (PED) of at least 30%.

Acquisition & ownership

For buildings built before 2020, the building
has at least EPC A or is within the top 15%of
the national or regional building stock
expressed as operational PED.

For buildings built after 2020, it has to meet
the criteria set for new buildings (PED
NZEB+>10%)




The impact on listed real estate

How do listed property companies report on their Taxonomy aligned activities?

=

Capital expenditure
CapEx

o
Operational expenditure

OpEx

J

!
Q accompanying disclosure
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The impact on asset managers, insurers and investment banks

How do investors (asset managers, insurers, investment banks) apply the Taxonomy?

No legal obligation to invest in Taxonomy aligned assets
\

Requirement to disclose alignment at entity & product levels

|
‘ Risk of stranded assets (emerging min. energy performance requirements)

/
‘ ESG preferences of clients (millennials’ sense for climate and society )
4
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Example of a framework for qualifying Sustainable Investments

Main
objective

Overarching
framework

EU Taxonomy

Environmental
Objective

Self-defined E
Objective
Not covered by
the Taxonomy™

Social Self-defined S
Objective Objective

Type

Transition

Engagement

Transition

Source: Goldman Sachs Global Investment Research

Example of binding KPIs Timeline Sell Discipline
Companies with >20% of Taxonomy-aligned revenue

Companies in top 25%"%ile on Taxonomy alignment by sector

Companies with Taxonomy-aligned CapEx at least 10% higher than

Taxonomy-aligned revenue

Established leaders on FMP’s specified E-related KPIs

Companies in top 20%ile of carbon efficiency vs. peers or benchmark

Companies with SBTs 1.5 degree and or Net Zero targets

Companies with >xx% revenue aligned to E-related SDGs

Companies in top two categories of E-related scores
Companies making significant E-improvements on specified KPIs 345 - Divest if fails to achieve
% decarbonisation reduction targets over specified time horizon 'ea’rs stated goals in 2 consecutive
Grow % green revenue exposure to SDGs/other framework over time 2 years
Active engagement with heavy polluters, elect board members, and -3,4,5 - Divest if fall,s to achieve

help design and prioritise ESG strategies and targets stated goals in 3-4

pesenane ¢ & oyeer L _consecutive vears _________!

Diversity & Inclusion leaders - e.g. >40% women managers
Companies paying living wages for all employees

Leaders on supply chain transparency and human rights

Companies with controversies in the past, but has been 345 - Divest if fails to achieve
significantly improving on the S-issues — e.g. labour issues ’ea’rs stated goals in 2 consecutive
Companies with board diversity target — e.g. >30% women -y years

Engage companies to improve Social Objectives, e.g. ensure 345 - Divest if fails to achieve
living wages, conduct supply chain audits, ensure proper y,ea’rs stated goals in 2 consecutive
human rights practices, etc. years
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The flaws of the EU Taxonomy

1 Incomplete

Lacking clarity

2

3 Failing to encourage flows in transition to net zero (i.e. renovations)
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The biggest opportunities of the EU Taxonomy

1 Boosted discussions in support of decarbonising real estate

3 So that we can build the resilient and sustainable real estate
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EU Taxonomy Tools

Development of tools to navigate through emerging regulations
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EU Sustainable Finance 2.0

Policy engagement

SFDR EU TAXONOMY CSRD Other
EU Green Bonds
Benchmarks, ESG labels

EU ELECTIONS IN MAY 2024
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HEAD OFFICE
Square de Meel(s 23
1000 Brussels, BE

The European Public Real Estate Association ("EPRA") is a not-for-profit association registered in Belgium with registered number 0811738560 and VAT registration number BE 0811.738.560.
Our registered office is at Square De Meeus 23, 1000 Brussels, Belgium. This presentation is intended solely for the addressee and may contain confidential information. Do not use, copy or
disclose the information contained in this presentation. Users of information in this presentation do so at their own risk and must still comply with their responsibilities to their regulatory

authority or shareholders. We are not liable for incorrect use or interpretation of our published research, policies or guidance. We accept no liability for damage suffered as a consequence
of our published research, policies or guidance being used to mislead a third party.



mailto:info@epra.com
http://www.epra.com/

	Slide 0
	Slide 1: EU Taxonomy
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8: EU Taxonomy
	Slide 9
	Slide 10
	Slide 11
	Slide 12: EU Taxonomy
	Slide 13
	Slide 14
	Slide 15: EU Taxonomy
	Slide 16
	Slide 17
	Slide 18: EU Taxonomy
	Slide 19
	Slide 20
	Slide 21

