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The EU Taxonomy for Sustainable Activities:

forward looking incentives for green disclosure

Andreas G. F. Hoepner

Notes: The underlying EU TEG work is based on the excellent and tireless efforts of the taxonomy subgroup of the EU Technical Expert Group (TEG) for 
Sustainable Finance lead by Nathan Fabian. Prof. Hoepner is merely providing a humble financial data science perspective on their world leading content.
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EU Taxonomy for Sustainable Activities: 
the metrics matter

Forward Looking: CapEx is key!

&

By Asset Class: CapEx & OpEx in Fixed Income, Revenue & CapEx in 
Equities

&

Incentivising bundles of economic activities (i.e. corporations) to disclose 
CapEx and Revenue by activity

&

Corporations self-reporting taxonomy compliance: independent, unbiased 
Verification needed

&

Non-reported Taxonomy compliance needs Precautionary Principle based 
estimation
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References (1/2): The EU Green Taxonomy

Slevin, D.; Hoerter, S; Humphreys, N.; Viñes Fiestas, H.; Lovisolo, S.; Wilmotte, J.-Y.; Latini, 
P.; Fettes, N.; Kidney, S.; Dixson-Decleve, S.; Claquin, T.; Blasco, J. L.; Kusterer, T.; 
Martínez Pérez, J.; Philipponnat, T.; Löffler, K.; Vitorino, E.; Pfaff, N.; Brockmann, K. L.; 
Redondo Pereira, P.; Coeslier, M.; Menou, V.; Aho, A.; Fabian, N.; Hartenberger, U.; Lacroix, 
M.; Baumgarts, M.; Bolli, C.; Philipova, E.;  Pinto, M.; Bukowski, M.; Krimphoff, J.; Hoepner, 
A. G. F.; Masoni, P. & Kramer, B. (2020) ‘Taxonomy: Final report of the Technical Expert 
Group on Sustainable Finance‘. Brussels: European Commission.

The Technical Annex:
https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/doc
uments/200309-sustainable-finance-teg-final-report-taxonomy-annexes_en.pdf

The Excel Tool:
https://ec.europa.eu/info/files/sustainable-finance-teg-taxonomy-tools_en

https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/200309-sustainable-finance-teg-final-report-taxonomy_en.pdf
https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/200309-sustainable-finance-teg-final-report-taxonomy-annexes_en.pdf
https://ec.europa.eu/info/files/sustainable-finance-teg-taxonomy-tools_en
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Fiestas, H.; Lovisolo, S.; Wilmotte, J.-Y.; Latini, P.; Fettes, N.; Kidney, S.; Claquin, T.; 
Blasco, J. L.; Dixson-Decleve, S.; Kusterer, T.; Martínez Pérez, J.; Suttor Sorel, L.; 
Löffler, K.; Vitorino, E.; Pfaff, N.; Brockmann, K. L.; Micilotta, F.; Coeslier, M.; Menou, 
V.; Aho, A.; Fabian, N.; Philipova, E.; Hartenberger, U.; Lacroix, M.; Baumgarts, M.; 
Bolli, C.; Pinto, M.; Bukowski, M. & Krimphoff, J. (2019b) ‘Handbook of Climate 
Transition Benchmarks, Paris-Aligned Benchmark and Benchmarks’ ESG Disclosure‘. 
Brussels: European Commission.

Hoepner, A. G. F.; Masoni, P.; Kramer, B.; Slevin, D.; Hoerter, S; Ravanel, C.; Viñes
Fiestas, H.; Lovisolo, S.; Wilmotte, J.-Y.; Latini, P.; Fettes, N.; Kidney, S.; Dixson-
Decleve, S.; Claquin, T.; Blasco, J. L.; Kusterer, T.; Martínez Pérez, J.; Suttor Sorel, L.; 
Löffler, K.; Vitorino, E.; Pfaff, N.; Brockmann, K. L.; Micilotta, F.; Coeslier, M.; Menou, 
V.; Aho, A.; Fabian, N.; Philipova, E.; Hartenberger, U.; Lacroix, M.; Baumgarts, M.; 
Bolli, C.; Pinto, M.; Bukowski, M. & Krimphoff, J.  (2019a) ‘TEG Final Report on Climate 
Benchmarks and Benchmarks’ ESG Disclosure‘. Brussels: European Commission.

Both documents have appendices to look out for including

- guidance on climate tail risk measurement

- references to the underlying climate science

- Mappings of (i) NACE to (ii) BICS, GICS, ICB and TRBC 

Final EU Regulation based on Hoepner et al. (2019a,b) available here:
https://ec.europa.eu/finance/docs/level-2-measures/benchmarks-delegated-act-2020-
4757_en.pdf

https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/192020-sustainable-finance-teg-benchmarks-handbook_en_0.pdf
https://ec.europa.eu/info/sites/info/files/business_economy_euro/banking_and_finance/documents/190930-sustainable-finance-teg-final-report-climate-benchmarks-and-disclosures_en.pdf
https://ec.europa.eu/finance/docs/level-2-measures/benchmarks-delegated-act-2020-4757_en.pdf
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EU Taxonomy’s incentive for Green CapEx (Slevin et al. 2020, p.29)
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EU Taxonomy’s incentive for Green CapEx (Slevin et al. 2020, p.30)
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EU Taxonomy’s incentive for Green CapEx (Slevin et al. 2020, p.41)
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EU Taxonomy’s incentive for Green CapEx (Slevin et al. 2020, p.27)
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ACCIONA’s EU Green Taxonomy Report before (left) and 
after (right) independent, solicited verification
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EU Climate Transition Benchmarks Law (2020/4757): Article 12.2

Source: European Commission 2020/4757 - 17/07/2020 
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EU Climate Transition Benchmarks Law (2020/4757): Article 12.2

Source: European Commission 2020/4757 - 17/07/2020 



Hoepner (2020) EU Taxonomy. uni.lu, Nov 12 2020

EU Climate Transition Benchmarks Law (2020/4757): Article 13.2
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The EU Taxonomy for Sustainable Activities:

forward looking incentives for green disclosure

“Thank you for your attention. 
I would love to learn from your questions and 

comments.”

Andreas G. F. Hoepner

Notes: The underlying EU TEG work is based on the excellent and tireless efforts of the taxonomy subgroup of the EU Technical Expert Group (TEG) for 
Sustainable Finance lead by Nathan Fabian. Prof. Hoepner is merely providing a humble financial data science perspective on the world leading content.
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Appendix:
GHG data for 

Climate Transition (i.e. Paris-Aligned) Investing

Andreas G. F. Hoepner

Notes: The underlying EU TEG work is based on the excellent and tireless efforts of Claudia Bolli, Manuel Coeslier, Delphine Dirat, Steffen Hoerter, Jean-
Christophe Nicaise Chateau, Sebastien Lieblich, Sara Lovisolo, Veronique Menou, Cesare Posti, Chantal Sourlas and Jean-Yves Wilmotte. Andreas also gratefully 

acknowledges scientific support on the EU TEG work from Theodor Cojoianu, Saphira Rekker, Fabiola Schneider and Theresa Spandel.
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Recommendations for climate benchmarks: Minimum Standards

The TEG recommends minimum standards for the EU Climate Transition 
Benchmark and the EU Paris-aligned Benchmark:

EU 
CTB

EU 
PAB

Climate Scenario

IPCC 1.5°C

with no or 
limited 

overshoot

Self 
decarbonization

-7% 

Minimum on 
average per annum

reduction in
GHG emissions 

intensity until 2050

Equity Allocation 
Constraint

= or >

AH: Degree of 
Exposure to “asset 

heavy” sectors 
compared with 

investable universe 
[Equities Only]

Activity 
Exclusion

1) Coal (1%+ rev.)
2) Oil (10%+ rev.)

3) Natural Gas 
4) Electricity 

producers with 
carbon intensity of 

lifecycle GHG 
emissions higher than 

100gCO2e/kWh 
(both 50%+ rev)

Relative 
decarbonization

CTB: -30%
PAB: -50%

Minimum reduction 
in GHG emissions 

intensity 
(GHG/EVIC) 

compared to market 
index

2-factor Greenwashing Protection
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Key Objective of the Climate Benchmarks (2/3)

Source: European Commission Ref. Ares(2020)1993773 - 08/04/2020 
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Key Objective of the Climate Benchmarks (2/3)

Source: European Commission Ref. Ares(2020)1993773 - 08/04/2020 
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Absolutely Sustainable Investing =

Reduce GHG emissions vs. Market Benchmark in a given year 
(Relatively more sustainable investing as practiced in 2019)

+

Reduce GHG emissions year on year by at least 7% p.a..

+

Reach Net Zero GHG emissions by 2050.

+

Integrate Scope 3 GHG emissions.
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• GHG emissions should be considered using Life-Cycle Analysis with 
scope 3 being phased-in during a four year period

• Double counting can be addressed by ‘Footprinting Scope 1’ and separately 
‘Benchmarking Scope 2 & 3’, with at least 7% reductions on both

GHG emissions: Scope 3 is Key!
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Key Objective of the Climate Benchmarks (3/3)

Source: European Commission Ref. Ares(2020)1993773 - 08/04/2020 
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Key Objective of the Climate Benchmarks (3/3)

Source: European Commission Ref. Ares(2020)1993773 - 08/04/2020 
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Key Objective of the Climate Benchmarks (3/3)

Source: European Commission Ref. Ares(2020)1993773 - 08/04/2020 
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Absolutely Sustainable Investing =

Reduce GHG emissions vs. Market Benchmark in a given year 
(Relatively more sustainable investing as practiced in 2019)

+

Reduce GHG emissions year on year by at least 7% p.a..

+

Reach Net Zero GHG emissions by 2050.

+

Integrate Scope 3 GHG emissions.

+

Use the Precautionary Principle in GHG data estimations.

1

2

3

4

5



Hoepner (2020) EU Taxonomy. uni.lu, Nov 12 2020

The GHG Data Underreporting Challenge

Only 21 firms worldwide report 100.0% of their Scope 1 GHG emissions in the 
view of the Mistra funded academic intiative www.climatedisclosure100.info. Only
Bloomberg is publicly known to have corrected for years for this underreporting
(i.e. ES074)   

http://www.climatedisclosure100.info/
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Scope 1 GHG Reporting Challenge

• Good news: Thousands of firms report a number for their Scope 1 GHG emissions.

• Challenge: Collecting 100.0% GHG emissions is technically and practically very
challenging for most corporations (e.g. lack of communications with small offices
abroad; small office in large office building with uninterested landlord).

• Consequence: Most corporations claim to report the majority of Scope 1 GHG
emissions but do not make a ‘Quantitative Statement of Completeness’ (such as ‘We
collected GHG emissions for 98.7% of our revenue lines’)

• Bad News: Only 43 firms worldwide disclosed 100.0% Scope 1 GHG emissions in 2016,
over 30% of these are from the Financials Sector. Another 25 firms disclose at least
95% Scope 1 GHG emissions. (Bloomberg, ES074)

• Tragic Development: The 100% and >95% Scope 1 GHG disclosing firms are not only
less than 5% of all reporting firms; they also decreased since 2015, since firms currently
have little economic incentive to invest resources in GHG data collection just to appear
worse than a less diligent competitor.
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3 Examples of GHG Reporting

• Best Case Example of 100.0% transparent GHG report

• British Airways 2013: Appendix

• Common Examples on ‘intransparent’ GHG reports

• Volkswagen 2014: brief intransparent legend

• General Electric 2015: long intransparent footnote
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British Airways Sustainability Report 2013
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British Airways Sustainability Report 2013
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Volkswagen Sustainability Report 2014
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Volkswagen Sustainability Report 2014

“It is not practicing German accuracy, if ‘Other divisions’ 
are considered in some years but ignored in other 

years.”
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General Electric Online Sustainability Report 2015
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General Electric Online Sustainability Report 2015

“If specific years are not adjusted for acquisitions, but 
the data is normally adjusted for “divestments and 

acquisitions”, what does that ‘mean’ for these years?”
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Word Cloud of GHG data uncertainties as self-reported to CDP
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10 “perceived” Climate Leaders with approved Science-Based Targets 
and how they report Scope 1 GHG emissions in various breakdowns

Name Scope1 Sum of Breakdown by (Max/Min-
1)

Region
Business 
Division Facility GHG types Activity

Sony 
Corporation 324,130 324,130 324,130 161,914 100.187%

Symrise AG 105,830 131,378 24.141%
General Mills 
Inc. 316,437 278,280 278,282 263,015 20.311%

SAP SE 160,674 160,672 135,570 160,674 160,674 160,674 18.517%
Wal-Mart 
Stores 6,107,244 6,107,244 6,107,245 5,369,779 5,929,283 13.734%

Biogen Inc. 57,574 57,574 60,574 5.211%

AstraZeneca 335,130 328,030 335,129 335,130 335,130 2.164%

Komatsu 90,248 90,248 91,377 1.251%
Carlsberg 
Group 644,076 641,077 0.468%

Autodesk 2,042 2,041 2,042 0.049%
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AH: Is this GHG reporting challenge a classic a sell-side vs. buy-side issue?

Asset Owners

Buy Side Advisors

Asset Managers

Independent 
Raters

Investee Entity 
(Corporation, Sovereign, 

Municipality)

Corporati
on

Audit
or

Credit 
Rater

Investme
nt Banker

Asset 
Manag
er / 
Asset 
Owner
s

“Sell Side aims to empower 
corporations with uneducated 
funding”

“Buy Side aims to allocate capital 
in most effective and/or efficient 
manner”

Sufficient Requirement for Sustainable Finance:
Conflict-free Capitalism = Capitalism – Financial 
Conflicts of Interest
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Climate Transition (i.e. Paris-Aligned) Investing: absolutely sustainable.

“Thank you for your attention. 
I would love to learn from your questions and comments.”

Andreas G. F. Hoepner

Notes: The underlying EU TEG work is based on the excellent and tireless efforts of Claudia Bolli, Manuel Coeslier, Delphine Dirat, Steffen Hoerter, Jean-
Christophe Nicaise Chateau, Sebastien Lieblich, Sara Lovisolo, Veronique Menou, Cesare Posti, Chantal Sourlas and Jean-Yves Wilmotte. Andreas also gratefully 

acknowledges scientific support on the EU TEG work from Theodor Cojoianu, Saphira Rekker, Fabiola Schneider and Theresa Spandel.


