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About SBFN

Established in 2012, the Sustainable Banking and Finance
Network (SBFN) is a voluntary community of ministries of
finance, central banks, capital market regulators, ministries
of environment, and industry associations from emerging
markets committed to advancing sustainable finance for
national development priorities, financial market deepening,
and stability. Members’ approaches draw on international
good practices, reflecting national contexts and priorities. As
of April 2024, SBFN represents 70 countries, 91 institutions,
and at least USD 68 trillion (92 percent of the total banking
assets in emerging markets). IFC, part of the World Bank
Group, hosts the Secretariat of SBFN and helps mobilize
information, resources, capacity building, and practical
support for members to design and implement national
initiatives that advance sustainable finance at national,
regional, and global levels. For more information, visit

www.sbfnetwork.org.
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private sector in emerging markets. We
work in more than 100 countries, using
our capital, expertise, and influence to
create markets and opportunities in
developing countries. In fiscal year 2023,
IFC committed a record $43.7 billion to
private companies and financial
institutions in developing countries,
leveraging the power of the private
sector to end extreme poverty and
boost shared prosperity as economies
grapple with the impacts of global
compounding crises. For more

information, visit www.ifc.org.
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works jointly with governments, international
organizations, businesses, civil society actors and
research institutions worldwide to foster international
cooperation for sustainable development. On behalf
of the BMZ and other commissioning parties, GIZ
supports sustainable development in emerging
markets and developing countries. In the field of
sustainable finance, GIZ’s approach is to help create
enabling framework conditions through policy and
reform processes, support the implementation of
ambitious practices in the financial sector, and to raise
awareness and capacities through training, research,
and peer learning. For further information, visit
https://www.giz.de/en and https://transforming-

finance.de. To find out more about GIZ’s work on
sustainable finance email
transforming.finance@giz.de.
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About this Toolkit

The SBFN Toolkit on Sustainable Finance Taxonomies is part of a series of Toolkits developed by the IFC-facilitated Sustainable Banking and Finance
Network (SBFN) to support member countries to develop national enabling frameworks for sustainable finance. It responds to the accelerating trend
in global, regional, and national taxonomies being introduced by financial sector regulators, banking associations, ministries, and international
organizations to support sustainable finance.

The Toolkit is designed for financial sector regulators and banking associations in emerging markets that are in the process of developing regional or
national taxonomies or have already done so and would like to update their taxonomies leveraging international good practice and lessons learned
from other jurisdictions. It includes:

* Practical findings and examples of unique approaches from SBFN members that have introduced taxonomies.

* Emerging common elements of taxonomies.

* Guidance on the steps that countries can follow to strengthen i) governance, ii) design, and iii) implementation of their taxonomies.

* Practical ideas around “levels of interoperability” that can be used to guide the discussion going forward.

* High-level country profiles for 12 SBFN countries and three regions.

The Toolkit reflects emerging collective insights and questions. Many questions, particularly those that relate to implementing and expanding

taxonomies, are yet to be fully answered, and this Toolkit will evolve over time as new knowledge and solutions become available. For more
information, contact SBFN Secretariat@ifc.org or visit www.sbfnetwork.org
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Developing
a National Green

Taxonomy: a World
Bank Guide

DEVELOPING
A NATIONAL
GREEN TAXONOMY

AWorld Bank Guide . &

June 2020
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Promoting Interoperability

Across Environmental and
Social Risk Management

Frameworks

(3 Equator
% PRINCIPLES

May 2023

Research by IFC and the
Equator Principles Association

Leveraging knowledge of the World Bank, IMF, IFC, SBFN and GIZ

This Toolkit builds on the following resources that capture combined knowledge of SBFN, IFC, WB, IMF, and GIZ.

Introduction to
Sustainable
Finance
Taxonomies

Introduction to Sustainable
Finance Taxonomies:

UELTS

June 2023

E-learning course developed by
GIZ in cooperation with SBFN
UN CC: e-Learn

Activating Alignment: Applying
the G-20 Principles for Sustainable

Finance Alignment with a Focus
on Climate Change Mitigation

ACTIVATING ALIGNMENT

September 2023

Paper by IMF, WB,
OECD, and BIS staff


https://documents1.worldbank.org/curated/en/953011593410423487/pdf/Developing-a-National-Green-Taxonomy-A-World-Bank-Guide.pdf
https://documents1.worldbank.org/curated/en/953011593410423487/pdf/Developing-a-National-Green-Taxonomy-A-World-Bank-Guide.pdf
https://documents1.worldbank.org/curated/en/953011593410423487/pdf/Developing-a-National-Green-Taxonomy-A-World-Bank-Guide.pdf
https://documents1.worldbank.org/curated/en/953011593410423487/pdf/Developing-a-National-Green-Taxonomy-A-World-Bank-Guide.pdf
https://www.ifc.org/en/insights-reports/2023/publications-ifceutaxonomy
https://www.ifc.org/en/insights-reports/2023/publications-ifceutaxonomy
https://www.ifc.org/en/insights-reports/2023/publications-ifceutaxonomy
https://www.ifc.org/en/insights-reports/2023/publications-ifceutaxonomy
https://unccelearn.org/course/view.php?id=160&page=overview&lang=en
https://unccelearn.org/course/view.php?id=160&page=overview&lang=en
https://unccelearn.org/course/view.php?id=160&page=overview&lang=en
https://unccelearn.org/course/view.php?id=160&page=overview&lang=en
https://www.imf.org/external/np/g20/091323.htm
https://www.imf.org/external/np/g20/091323.htm
https://www.imf.org/external/np/g20/091323.htm
https://www.imf.org/external/np/g20/091323.htm

Comparing taxonomy developments across 12 SBFN member countries

In 2022 and 2023, SBFN undertook benchmarking research to compare 12 national taxonomies issued by SBFN member countries as well as 3 regional
taxonomies. This toolkit builds on the experience from the 12 member countries as well as insights from members that are still in the process of taxonomy
development. Snapshots for each taxonomy are included in section 9 of this Toolkit and in a detailed benchmarking spreadsheet provided separately.

Mongolia South Africa Sri Lanka Thailand

Association of Southeast Latin America and the

Regional taxonomi European Union ]
egional taxonomies P Caribbean

Asian Nations
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All taxonomies published to date (part 1)

Year | Country/region |

Lead Agency

D SBFN member countries

Taxonomy title

2012 Global Climate Bonds Initiative Climate Bonds Taxonomy

2013 China China Banking and Insurance Regulatory Commission (CBIRC) Green credit statistical form

2014 Global International Capital Market Association Green Bond Principles

2015 China People's Bank of China (PBOC) Green Bond Endorsed Projects Catalogue (2015)

2015 Global MDBs and IDFC Common Principles for Climate Mitigation Finance Tracking

2015 Global MDBs and IDFC Common Principles for Climate Change Adaptation Finance Tracking, Version 1, 02 July, 2015
2017 Global International Capital Market Association Social Bond Principles

2019 China National Development and Reform Commission (NDRC) Green Industry Guiding Catalogue (2019)

2019 Mongolia Financial Stability Commission; Mongolia Sustainable Finance Association Mongolian Green Taxonomy

2020 Bangladesh Bangladesh Bank Sustainable Finance Policy for Banks and Financial Institutions - Sustainable Taxonomy
2020 Brazil Brazilian Federation of Banks (Febraban) Febraban's Green Taxonomy

2020 China LI ] Cehr;lti?\:si(:yr/ E;C:Zr;or:qrimceanr:]: LSS EIE L Technical Report on SDG Finance Taxonomy

2020 European Union European Commission EU taxonomy for sustainable activities

2021 ASEAN ASEAN Taxonomy Board ASEAN Taxonomy For Sustainable Finance V1

2021 China People's Bank of China Green Bond Endorsed Project Catalogue

2021 Japan Financial Services Al\ﬁienr;grfyl\g::ntiﬁgé:\tifgsrr:\c;r:'\cl,lJ-;f:: and Industry; and Basic Guidelines on Climate Transition Finance

2021 Kazakhstan Government of the Republic of Kazakhstan Classification (taxonomy) of green projects eligible for financing through green bonds and green loans
2021 Malaysia Bank Negara Malaysia Climate Change and Principle-based Taxonomy

2021 Russia State Development Bank VEB.RF Criteria for Sustainable Development Projects in the Russian Federation

2021 Global MDBs and IDFC Common Principles for Climate Mitigation Finance Tracking (Version 3)

2022 Global MDBs and IDFC Joint Methodology for Tracking Climate Change Adaptation Finance

2022 Global IFC Biodiversity Finance Reference Guide

2022 Global IFC Guidelines for Blue Finance

2022 Cape Verde Cabo Verde’s capital market regulatory agency Atlantic Technical University’s blue taxonomy within blue bond regulation

SBFN Toolkit. Sustainable Finance Taxonomies



https://www.climatebonds.net/files/files/Taxonomy/CBI_Taxonomy_Tables-08A%20%281%29.pdf
https://www.greenfinanceplatform.org/policies-and-regulations/chinas-green-credit-statistics-system
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/green-bond-principles-gbp/
https://www.worldbank.org/content/dam/Worldbank/document/Climate/MDB%20IDFC%20Mitigation%20Finance%20Tracking%20Common%20Principles%20-%20V2%2015062015.pdf
https://www.afdb.org/fileadmin/uploads/afdb/Documents/Generic-Documents/Common_Principles_for_Climate_Change_Adaptation_Finance_Tracking_-_Version_1__02_July__2015.pdf
https://www.icmagroup.org/assets/documents/ICMA-Green-Social-Bond-Introduction---Nov-2018---public.pdf
https://www.sbfnetwork.org/wp-content/assets/policy-library/1270_Mongolia_Green_Taxonomy_2019_MSFA.pdf
https://www.bb.org.bd/mediaroom/circulars/gbcrd/dec312020sfd05.pdf
https://www.sbfnetwork.org/wp-content/assets/policy-library/183_Brazil_Explanatory_Guide_to_FEBRABAN_Green_Taxonomy_2021_FEBRABAN_En.pdf
https://www.undp.org/china/publications/technical-report-sdg-finance-taxonomy
https://finance.ec.europa.eu/sustainable-finance/tools-and-standards/eu-taxonomy-sustainable-activities_en
https://asean.org/wp-content/uploads/2022/06/ASEAN_Taxonomy_V1_final_310522.pdf
http://www.pbc.gov.cn/goutongjiaoliu/113456/113469/4342400/2021091617180089879.pdf
https://www.meti.go.jp/policy/energy_environment/global_warming/transition/overview_basic_guidelines_on_climate_transition_finance_eng.pd
https://www.greenfinanceplatform.org/sites/default/files/2022-05/Green%20Taxonomy%20Kazakhstan.pdf
https://www.bnm.gov.my/-/climate-change-principle-based-taxonomy
https://veb.ru/ustojchivoe-razvitie/zeljonoe-finansirovanie/verifikatsiya-finansovykh-instrumentov/
https://www.eib.org/attachments/documents/mdb_idfc_mitigation_common_principles_en.pdf
https://thedocs.worldbank.org/en/doc/20cd787e947dbf44598741469538a4ab-0020012022/original/20220242-mdbs-joint-methodology-climate-change-adaptation-finance-en.pdf
https://www.ifc.org/en/insights-reports/2022/biodiversity-finance-reference-guide
https://www.ifc.org/content/dam/ifc/doc/mgrt/ifc-guidelines-for-blue-finance.pdf
https://www.bcv.cv/pt/Supervisao/Mercado%20de%20Capitais/Legisla%c3%a7%c3%a3o%202/Nacional/Documents/1.%20Organiza%c3%a7%c3%a3o%20Geral%20do%20Mercado/Anexo_Taxonomia%20Blue%20Bonds%20Tabela%20de%20crit%c3%a9rios.pdf%20%20%20https:/www.undp.org/blog/cabo-verde-hoists-blue-flag%20%20https:/www.undp.org/publications/dfs-decentralizing-development-finance-through-capital-markets-integration-emergence-cabo-verdes-blue-sustainable-finance-exchange%20%20https:/inff.org/news/blue-finance-holds-promise-for-a-greener-future-in-cabo-verde

All taxonomies published to date (part 2)

D SBFN member countries

| Country/region | Lead Agency Taxonomy title
Ministry of Finance and Public Credit (MHCP), Ministry of Environment .
. . ; Green Taxonomy of Colombia
. and Sustainable Development (MADS), National Planning Department
2022 Colombia . . . . .
(DNP), Financial Superintendence of Colombia (SFC) and National Implementation guidelines (2024)
Administrative Department of Statistics (DANE)
2022 EU-China International Platform on Sustainable Finance Common Ground Taxonomy — Climate Change Mitigation
2022 Georgia National Bank of Georgia Sustainable Finance Taxonomy for Georgia
2022 Indonesia Indonesia Financial Services Authority (OJK) Indonesia Green Taxonomy v1
. i . . Principles-Based Sustainable and Responsible Investment Taxonomy for the Malaysian Capital Market
2022 Malaysia Securities Commission Malaysia
(SRl Taxonomy)
2022 South Africa South Africa National Treasury South African Green Finance Taxonomy
2022 South Korea Ministry of Environment K-Taxonomy on Green Industries
2022 Sri Lanka Central Bank of Sri Lanka Sri Lanka Green Finance Taxonomy
2022 ICMA International Capital Market Association Green Bond Principles updated
2023 ASEAN ASEAN Taxonomy Board ASEAN Taxonomy For Sustainable Finance v2
2023 LAC Worlfmg.Grou.p on Su.stamable F|nanFe Common Framework of Sustainable Finance Taxonomies for Latin America and the Caribbean
Taxonomies in Latin America and the Caribbean
2023 Mexico Ministry of Finance and Public Credit (SHCP) Sustainable Taxonomy of Mexico
2023 Mongolia Finacial Stability Commission; Mongolia Sustainable Finance Association Mongolian SDG Taxonomy
2023 Brazil Ministry of Integration and Regional Development Frameworks in the Areas of Basic Sanitation and Water Security
2023 Thailand Bank of Thailand Thailand Taxonomy - A Reference Tool for Sustainable Economy
2023 Singapore Monetary Authority of Singapore (MAS) Singapore-Asia Taxonomy for Sustainable Finance
2023 Rwanda Ministry of Finance and I-;conomlf: P.Iannmg (MINECOFIN) & Rwanda Rwanda’s Green Taxonomy
Finance Limited (RFL)
2024 Indonesia Financial Services Authority (OJK) Indonesia Taxonomy for Sustainable Finance
2024 Philippines Pl S S.en.tral ng Pilipinas, Secu.rlt.les LI Philippine Sustainable Finance Taxonomy Guidelines
Commission, Insurance Commission.
2024 China \HDIE] Developme.nt ar.md Gl Cqmmlssmn (NDRC), in collaboration 2024 Edition of the Catalogue of Industries for Green and Low-carbon Transition
with nine other major departments

2024 ASEAN ASEAN Taxonomy Board ASEAN Taxonomy for Sustainable Finance - version 3

SBFN Toolkit. Sustainable Finance Taxonomies



https://www.taxonomiaverde.gov.co/webcenter/portal/TaxonomaVerde
https://www.taxonomiaverde.gov.co/webcenter/ShowProperty?nodeId=/ConexionContent/WCC_CLUSTER-236638
https://finance.ec.europa.eu/sustainable-finance/international-platform-sustainable-finance_en
https://nbg.gov.ge/en/page/sustainable-finance-taxonomy
https://www.ojk.go.id/keuanganberkelanjutan/en/publication/detailsflibrary/2352/taksonomi-hijau-indonesia-edisi-1-0-2022
https://www.sc.com.my/api/documentms/download.ashx?id=a0ab5b0d-5d7d-4c66-8638-caec92c209c1
https://www.sc.com.my/api/documentms/download.ashx?id=a0ab5b0d-5d7d-4c66-8638-caec92c209c1
https://sustainablefinanceinitiative.org.za/wp-content/downloads/SA-Green-Finance-Taxonomy-1st-Edition-Final-01-04-2022.pdf
https://www.lexology.com/library/detail.aspx?g=861eba8d-0fdd-44d8-af20-2dc26ce55fbc
https://www.cbsl.gov.lk/en/sl-green-finance-taxonomy
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/green-bond-principles-gbp/
https://asean.org/wp-content/uploads/2023/03/ASEAN-Taxonomy-Version-2.pdf
https://www.undp.org/latin-america/publications/common-framework-sustainable-finance-taxonomies-latin-america-and-caribbean
https://www.gob.mx/cms/uploads/attachment/file/809773/Taxonom_a_Sostenible_de_M_xico_.pdf
https://www.gov.br/mdr/pt-br/assuntos/seguranca-hidrica/frameworks-asg
https://www.bot.or.th/en/financial-innovation/sustainable-finance/green/Thailand-Taxonomy.html
https://www.mas.gov.sg/-/media/mas-media-library/development/sustainable-finance/singaporeasia-taxonomy-updated.pdf
https://www.minecofin.gov.rw/rwandagreentaxonomy
https://ojk.go.id/id/berita-dan-kegiatan/info-terkini/Pages/Taksonomi-untuk-Keuangan-Berkelanjutan-Indonesia.aspx
https://www.bsp.gov.ph/Regulations/Issuances/2024/1187.pdf
https://www.gov.cn/zhengce/zhengceku/202403/content_6935418.htm
https://asean.org/book/asean-taxonomy-for-sustainable-finance-version-3/

Selected useful resources (1)

* Climate Bonds Initiative (2023). Comparison study between the Colombian and EU taxonomies, https://www.climatebonds.net/resources/reports/comparison-study-

between-colombian-and-eu-taxonomies

* Climate Bonds Initiative (2022). Taxonomy Roadmap for Chile, https://www.climatebonds.net/resources/reports/taxonomy-roadmap-chile

* Climate Bonds Initiative (2022). Global green taxonomy development, alignment, and implementation, https://www.climatebonds.net/resources/reports/global-green-

taxonomy-development-alignment-and-implementation

* Climate Bonds Initiative (2021). Latin America & Caribbean State of the market 2021, https://www.climatebonds.net/resources/reports/latin-america-caribbean-

sustainable-finance-state-market-2021

* Climate Bonds Initiative (2019). Comparing China’s Green Bond Endorsed Project Catalogue and the Green Industry Guiding Catalogue with the EU Sustainable Finance
Taxonomy (Part 1), https://www.climatebonds.net/files/reports/comparing_chinas_green_definitions_with_the eu_sustainable finance taxonomy part 1 en_final.pdf

* Climate Strategy and Climate & Company (2020), Applying the EU Taxonomy”: Lessons from the Front Line, https://www.euractiv.com/wp-
content/uploads/sites/2/2020/10/Applying-EU-Taxonomy-lessons-from-the-front-line-FINAL.pdf

* Deutsche Gesellschaft fir internationale Zusammenarbeit (GIZ) GmbH (2023), Introduction to Sustainable Finance Taxonomies, E-learning course developed by GIZ in
cooperation with SBFN, UN CC: e-Learn: https://unccelearn.org/course/view.php?id=160&page=overview

* Ehlers, T., Gao, D., and Packer, F. (2021). BIS Papers No 118: A taxonomy of sustainable finance taxonomies, October 2021,
https://www.bis.org/publ/bppdf/bispap118.htm

* EY (2022). EU Taxonomy Barometer 2022: Lessons learned from the first reporting year, https://assets.ey.com/content/dam/ey-sites/ey-com/en_no/topics/climate-

change/ey-eu-taxonomy-barometer-2022.pdf

* EY (2023). EY EU Taxonomy Barometer 2023 Fiscal year 2022 reporting practices and results, https://assets.ey.com/content/dam/ey-sites/ey-
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Key findings from the research

1. As of February 2024, 47 sustainable finance taxonomies or lists of

eligible activities have been issued globally since 2012. 31 are national
taxonomies, issued by 20 different countries, of which 13 (~60%) are SBFN
member countries that feature taxonomies as part of their national
roadmaps or frameworks for sustainable finance.

. There is still a great deal of variation across sustainable finance
taxonomies. Most countries are interested in enabling interoperability
and adopting successful approaches from other countries. As a result,
common features have started to evolve, but more work is needed to
support harmonization and define rules for recognition of taxonomies
across jurisdictions.

. There is a trend toward increasing the scope of taxonomies. All countries
address climate change in their taxonomies. Most taxonomies (27)
identify multiple “green” objectives, such as climate mitigation,
adaptation, pollution prevention, circular economy, protection of water
resources, and biodiversity. Eleven taxonomies focus only on climate
change, and a small but growing number support social objectives (e.g.,
healthcare, food security, financial inclusion, education), blue economy
(water and oceans), and the Sustainable Development Goals (SDGs).

. Countries are exploring whether mandating or other incentives can
support further uptake of the taxonomies as a useful tool.

SBFN Toolkit. Sustainable Finance Taxonomies

Taxonomies range in complexity from principles-based approaches and
simple lists of eligible activities to comprehensive and detailed catalogues
of activities with strict technical criteria, metrics, and environmental and
social safeguards.

Transition is a growing priority across jurisdictions, with different
approaches being tested, such as traffic light systems for aligned activities
(“green”) versus those that aren’t fully green but meet transition criteria
(“amber”) and the application of Transition Principles, and activities that
need to be halted or decommissioned (“red”),

All taxonomies continue to evolve in response to shifting environmental
and social ambitions and to address challenges in implementation,
including how to demonstrate alighnment with environmental and social
safeguards.

Emerging markets are particularly interested in how to ensure inclusivity
of taxonomies, such as by incorporating activities and criteria for Micro,
Small and Medium Scale Enterprises (MSMEs), women-owned businesses,
and vulnerable groups.

As more and more countries issue taxonomies, there is a need for
ongoing governance and maintenance of these frameworks to ensure
they are being effective and to update and expand them — strengthening
the key features and adding more activities.




What is a sustainable finance taxonomy?

A classification system identifying activities, assets, and/or project categories
that deliver on key climate, green [environmental], social, or sustainable

objectives with reference to identified thresholds and/or targets.

International Capital Market Association (ICMA)

Common purposes of taxonomies

”

Common language for what is “green,” “social,” Identify sectors, activities, and entities

and “sustainable” that meet agreed criteria

Support ambitious sustainable

Reduce greenwashing development goals

Can include criteria to manage environmental and _ _
Strengthen investor confidence

social risk and/or harms
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Taxonomy trends

» 47 sustainable finance taxonomies or lists of eligible
activities have been issued globally since 2012.

« 31 are national taxonomies, issued by 20 different
countries, of which 13 are SBFN member countries

» Most taxonomies (27) identify multiple “green”
objectives, such as climate mitigation, adaptation,
pollution prevention, circular economy, protection of
water resources, and biodiversity.

« All countries that have issued taxonomies include a focus
on climate change.

« 12 taxonomies focus only on climate change, and a small
but growing number support social objectives, blue
economy (oceans and water), and the
Sustainable Development Goals (SDGs).
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Current landscape of taxonomies

INTERNATIONAL
TAXONOMIES

Climate Bonds Taxonomy (2012)

ICMA “eligible activities”
contained in the Green and Social
Bond Principles (2014 & 2017)**

MDB & IDFC Common Principles
for Tracking Climate Mitigation
and Climate Finance (V2 2015, V3
2021)

EU-China Common Ground
Taxonomy on Climate Change
Mitigation (2022)

IFC Biodiversity Finance Reference
Guide (2022)

IFC Guidelines for Blue Finance
(2022)

ICMA, IFC, UNGC, UNEP Fl, and
ADB Practitioners Guide: Bonds to
finance the sustainable blue
economy (2023)

**While the ICMA green and social bond
guidelines don't offer a formal taxonomy,
they form part of the spectrum of defining

eligible activities.

Mexico*

Sustainable Finance

Taxonomy

European Union
Sustainable Finance

* SBFN member country

Russia

Criteria for Sustainable Development
projects (Green & Social)
Development Bank VEB.RF (V1 2021,
updated 2023)

Mongolia*

Green taxonomy

Kazakhstan* Financial Stability Commission (2019)
Taxonomy of Green Projects SDG Taxonomy (2023)

4

Taxonomy Georgia*

European Groor andSocial C;%vzelrnment of Kazakhstan South Korea

Parliament (2022)  Taxonomies ( ) W, K-Taxonomy

\) National Bank of Georgia \) Ministry of Environment (2021)
H *
: - : (2022) Bangladesh* Qna

Latin America & Caribbean Greei B T e Green Credit Statistics Reporting
Common Framework of X . . . E \w China Banking and Insurance
Sustainable Finance Taxonomies (in Sustainable Finance Policy) W Regulatory Commission (2013)
for Latin America and the Bangladesh Bank (2021) Green Industry Guiding
Caribbean Cape Verde Thailand* Catalogue
Working Group on Sustainable Blue Taxonomy Thailand Taxonomy \) National Development Reform
Finance Taxonomies in Capital Market Bank of Thailand (2023) Commission (NDRC), People’s
Latin America and the Caribbean \ Regulator (2022) Sri Lanka* 4 Bank of China (PBoC), China

Ministry of Finance

(2023)
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Chile*
Taxonomy
Roadmap for
Chile

Chilean Ministry
of Finance (2021)

~

Colombia*
Green Taxonomy

Government of Colombia
(2022)

~/

Brazil*

Green Taxonomy
Brazilian federation of
Banks (2021)
Frameworks in the
Areas of Basic
Sanitation and Water
Security

Ministry of Environment
(2023)

Green Taxonomy o

Securities Regulatory Commission
Central Bank of Sri Lanka (2022) w

(CSRC) (2020)

Rwanda N Singapore SDG Taxonomy
GreSRilE RO Singapore-Asia Taxonomy N Ministry of Commerce (2020)
MINECOFIN & Monetary Authority of Philippines* UpdSSTNgreeh Bond Catalogue
Rwanda Finance Singapore (2023) ) ) People’s Bank of China (2021)

. % iak Sustainable Finance Green Development Guidance
Limited (2023) Indonesia Taxonomy

o
South Africa*
Green Finance
Taxonomy
National Treasury
(2022)

for BRI Projects
BRI International Green
Development Coalition (BRIGC)

Sustainable Finance Taxonomy
Indonesia Financial Services
Authority (OJK) (V1 2022, V2 2024)

Financial Sector
Forum (FSF) (2024)

/ (2021)
Malaysia
Climate Change and Principle-based Taxonomy
Bank Negara (2021) ASEAN
Principles-Based Sustainable and Responsible Taxonomy for Sustainable Finance V1
Investment Taxonomy for the Malaysian Capital (2021) & V2 (2023)

Association of Southeast Asian
Nations Taxonomy Board

Market (SRl Taxonomy)
Securities Commission Malaysia (2022)



Delivering on international goals and national priorities

Taxonomies offer a way for countries to ensure that local assets, activities, projects, and entities labelled as “green” (environmentally-friendly), social, and sustainable make a

substantial contribution to achieving both international goals and national development strategies and priorities.

0

¢/ \
@)
\\S:277

Convention on = PARIS2015 . . . .
Biological Diversity SUSTAINABLE b oo Governmgnts commit to action on internationally
DEVELOPMENT GLOBAL LEVEL agreed climate change and sustainable

S,
- =
Zan”

development goals.

i

ASEAN:G

*
*
*

Regional policy frameworks support member countries to

" . g il REGIONAL LEVEL encourage capital flows to_ward common sustainability goals
il and support cross-border investment.

(il

National goals, sustainability targets, and taxonomies align

NATIONAL LEVEL with international ambitions as well as local context and
priorities.

Industry actors and sectors adjust their current operational
and strategic outlook to align with taxonomy activities that
INDUSTRY LEVEL contribute to international commitments, align with
national priorities and standards, and unlock related

business opportunities.
Source: Adapted from the IFC Green Banking Academy
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Locating taxonomies within sustainable finance systems

Taxonomies don’t operate in isolation. They are usually voluntary tools that gain force when they are linked to other components of the sustainable finance ecosystem,

including rules for green bond issuance and reporting requirements for banks.

Strategy and
Coordination

Build Skills
and Capacity

Financial Regulation

and Central Bank
Activities

Increasing
Transparency

Green(ing) Fis

Green Financial

Tools and
Instruments

Green Finance Roadmap

Key line ministries
(e.g., finance, environment),
Central Bank

National Climate Finance Strategy

Key line ministries
(e.g. finance, environment, energy),
Central Bank

National Platform/Taskforce on
Green Finance

Ministry of Finance, Central Bank, financial
regulator/supervisor, industry associations

International Networks

Ministry of Finance, Central Bank,
supervisory authority. financial
regulator/supervisor

Paris Alignment by Fis

Ministry of Finance,
financial regulator/supervisor,
industry associations

Climate-Related Risk and
Environmental Risk Assessment

Ministry of Finance, central banks, financial
regulator/supervisor, other
experts/stakeholders

Climate-Related and Environmental
Supervisory Practice

Central Bank,
financial regulator/supervisor

Supervisory Guidance on Climate-
Related and Environmental
Financial Risks
Central Bank, financial regulator/supervisor

Exploring Greening
of Central Banks' Activities
Central Bank

Climate-Related and Environmental
Disclosure and Reporting Standards

Ministry of Finance, Central Bank,
financial regulator/supervisor

Green/Sustainable Taxonomy

Key line ministries
(e.g., for finance and environment),
Central Bank, other experts/stakeholders

Greening NDBs/other public Fis

Key line ministries (e.g., finance,
development. environment), NDBs,
other public Fis

National Green Finance Entity
or Green Bank

Key line ministries
(e.g., finance, development, environment)

Stimulate Corporate
Green Bond Issuance

Capital market regulatory authority,
Industry associations

Originate Green Sovereign Bonds

Key line ministries
(e.g., finance, development, environment)

Promote Blended Finance Products

Key line ministries (e.g., finance,
development, environment), NDBs
or other public Fis

Stimulate Green/
Sustainability-Linked Loan
Ministry of Finance, NDBs, other public Fis

Source: World Bank (2021), Toolkits for Policymakers to Green the Financial System
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Early evolution of taxonomies

Taxonomies began as simple lists of sectors and activities and have increased in complexity over time to provide market clarity and support ambition in
sustainability performance. The Climate Bonds Initiative (CBI) developed the first taxonomy in 2012 as part of the Climate Bonds Standard and Certification Scheme.
China’s Banking and Insurance regulatory Commission (CBIRC) followed in 2013 with simple lists of high-polluting activities as well as “encouraged and supported
activities” as part of its Green Credit Statistics Reporting. In 2014, the International Capital Market Association (ICMA) introduced the Green Bond Principles, which

included a general list of eligible green bond categories but didn't provide fixed definitions and criteria. In 2015, the joint climate finance group of multilateral
development banks (MDBs) and the International Development Finance Club (IDFC) introduced the Common Principles for Climate Mitigation Finance Tracking.

Climate Bonds Taxonomy The eligible Green The MDB-IDFC Common Principles for
projects categories, Green Bond Climate Mitigation Finance Tracking
listed in no specific Principles

LAND USE& order, include, but (VZ 2015)
sesoumces are not limited to: (V3 published in 2021 with more detailed

Solar Private transport Water monitoring Residential Cement Broadband ¢ Renewable energy (InCIUdlng prOdUChon’ teChnlcal Crlterla)

Agricultur 3
@ @ @ @ e e - GRS transmission, appliances and products);
Wind Public W Cor ial Steel, iron & il [ ] P H H
" Py ey "; "’““m”g; e @ m s - o Energy efficiency (such as in new and refurbished
Pt service buildings, energy storage, district heating, smart
Geothermal Freight rail Water treatment Products & Glass Data b grids appha nces and prod LICtS) . Table 1 - List of activities eligible for classification as climate mitigation finance
a systems for & production Z 4 Version 2 — 15th June 2015
‘ ‘ efficiency e ' . R ) )
: — e — , ® Pollution prevention and control (including
loenergy n ater distribution n EmIC;I ‘ower . . . . Cat Sub t E |
") ® “" 0 H el - management reduction of air emissions, greenhouse gas control, T il
1 H 1 1 Energy Geothermal power (only if net emission reductions can be
Hydropower Water-borne Flood defence Fuel production SOII rer.nEdlatlon’ WaSte. preVe ntlon’ waSte . ) | demonstrated)
% o reduction, waste recycling and energy/emission- Solar power solar power, ic power)
7 ‘ .. Biomass or biogas power (only if net emission reductions,
efﬁclent waste to energy); including carbon pool balance, can be demonstrated)
Marine Nature-based Ocean power (wave, tidal, ocean currents, salt gradient, etc.)
Renewables solutions ‘ q A Hyd lants (only if net emission reducti be
@ ® Environmentally sustainable management of demonrateq) oy net emissionreductions can
VoL living natural resources and land use (including Renewable energy power plant retrofits
istribution - —
> Climate  CerfestionCrriaspproved € environmentally sustainable agriculture; B erasle ey O | o et 12t and other thermal applications of slar power
—_— Bond s mincarebonat L @ environmentally sustainable animal husbandry; spplation Windraeen pamping stems orsrar—— ]|
) Certified ST climate smart farm inputs such as biological crop o o roduced moenergy n
protection or drip-irrigation; environmentally 13 Measures to facilitate | New, and imp ission systems (lines,
Source: Climate Bond Initiative, Climate Bonds Standard, Version 2.1 . ’ e nergyinto | ™)
sustainable i

saurcelICMAL 2021} ThelGreenBondibrinciples GreenlBond Brinciples Source: MDBs-IDFC (2015), Common Principles for Climate Mitigation Finance Tracking
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https://www.climatebonds.net/standard/the-standard

Taxonomies today

The current landscape of taxonomies now ranges widely in complexity and coverage. Two leading approaches have emerged from China and the European
Union, which have had a significant influence on the development of other regional and national taxonomies.

The EU Taxonomy

To be included in the Taxonomy, an economic activity must meet the most complex and ambitious, with 6 overarching environmental objectives and 170 economic
following conditions:

The European Union Taxonomy for Sustainable Activities, introduced in 2020, is regarded as the

activities. Each activity is supported by detailed technical criteria to ensure it makes a “substantial

Substantially Contribute + Do not significantly harm & Minimum social*
to one objective any of the other 5 obj. safeguards

contribution” to at least one of the environmental objectives and doesn’t cause significant harm to

any of the other environmental objectives (“Do No Significant Harm” principle). The activities must

Detailed by

: : also meet minimum social safeguards ("MSS”) — including human rights, workers’ rights, anti-
Technical Screening

1 Criteria

Climate change mitigation
Climate change adaptation
Sustainable use & protection of water directives. These standards are often higher than in other jurisdictions, affecting the standards for
Circular economy

Pollution prevention and control

Frotacilon and ke ot=on o disclosure requirements for the financial sector and companies.
biodiversity and ecosystems

Source: IPSF (2022), Common Ground Taxonomy — Climate Change Mitigation

bribery/corruption, taxation, and fair competition — and must comply with EU regulations and

6 environmental objectives other countries seeking to attract EU investment. The taxonomy is embedded in EU regulations and

QU B IR

Green Bond Endorsed Projects Catalogue (2021 Edition)

China’s Green Bond Endorsed Project Catalogue (2021) is similarly advanced but simpler in

Sector ‘ Program Description/Condition
design. It reflects a convergence of multiple taxonomies within China. It aims to contribute to 3 1. Energy Saving and Environmental Protection Industry
environmental objectives but does not include “Do No Significant Harm” or “Minimum Social e S N AL SO N
. . . . . . solid combustible waste. Among them, the energy efficiency of industrial boilers
Safeguards” in the same way as the EU. It simply states that “Projects to be included in this i i o should meetor exceed Level Two or above of the Liergr ciency Limits and

E ing Boil Lnergy Eficiency Grades for Industrial Borlers (GB 24500). The energy efficiency
nergy-savin; 1ler: p .
ergy-saving Botlers lof other boilers should meet or exceed the target requirement of the thermal

catalogue shall comply with relevant safety, environmental protection and quality regulations o5 oo el et s speciteaanil ol

1.1.1Manufa
1.1 Energy cturing of
[Efficiency [Energy
[[mprovement |Efficient
[Equipment  [1.1.1.2 Manufacturing of
Energy-saving Furnace/Kiln

lequipment should meet the requirements of the Boiler Air Pollution Emission
\Standards (GB 13271) and local requirements for boilers” emission.

and policies.”

IManufacturing and trading of metallurgical heating furnaces, non-electric metal
treatment furnaces, industrial electric furnaces, industrial Kiln and other
lenergy-saving furnaces/Kiln using high-temperature air combustion,

loxygen-enrichment combustion, and waste heat utilization technologies, as well as

In 2022, China and the EU platform on Sustainable Finance published a Common Ground e eqhipment ke energy-saving fumace bumers.

. . . B — [Manufacturing and trading of eneray pumps, energy-saving vacuum drying
Taxonomy (CGT) on Climate Change Mitigation. The CGT shows the extent of overlap Eeg i Puunps nd Ve R o A Y e L M
or divergence between the two taxonomies and offers a valuable tool for other jurisdictions iisreeital o el sinery aviig evlsiomlevels

aiming to align at least in part with both the EU and China.

Source: PBOC,NDRC,CSRC (2021), Green Bond Endorsed Projects Catalogue (2021 Edition)
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Different methods to determine alighment

Three main approaches to taxonomies are commonly referenced:

v" Principle-based taxonomies define a set of core principles for the market without specifying compliant activities or thresholds (ICMA,
Malaysia, ASEAN Taxonomy Foundation Framework, Philippines Sustainable Finance Taxonomy Guidelines)

v Whitelist-based taxonomies identify compliant projects or economic activities under each sector or subsector (Russia, Mongolia)

v' Technical screening criteria-based taxonomies define quantitative thresholds and screening criteria for economic activities and how
to assess their compliance with the specific taxonomy objectives (EU, Colombia, South Africa)

Countries can also adopt a mixed or hybrid approach, such as providing a general principles-based set of rules that allow the market to
label a wide variety of green economy activities, while defining technical criteria for high-priority sectors and activities. (ASEAN Taxonomy

V2 with Plus Standard).

In other cases, countries determine the level of detail required in the technical criteria based on the nature of the activity and whether
there are suitable proxy certifications or labels. (China, Sri Lanka)
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Taxonomies for different themes and uses

While most taxonomies started out with a primary focus on climate mitigation, Different types of taxonomies:

countries are steadily expanding taxonomies to include social themes — such as . . . -
Climate Finance Taxonomies focus on activities across sectors

financial inclusion, gender, health and education — as well as other environmental IR rellgned With achieving the Paris Agreement on Climate

themes such as biodiversity, land use, and blue finance. Change.

)

Green Finance Taxonomies aim to contribute to multiple
environmental objectives and the broader green economy,
including blue finance (water) and biodiversity finance.

Climate

Low

change Carbon

mitigation

Environmental

Climate Social Finance Taxonomies aim to drive capital to important

Climate change social objectives, such as health, education, inclusion.

adaptation P
> GREEN SDG taxonomies seek to broaden the scope of finance to tackle

i Biodiversity the 17 Sustainable Development Goals (SDGs)

S Blue finance Transition Finance Taxonomies aim to enable finance in

5 @l (oceans & water) activities that don’t meet strict green or climate finance criteria

but are essential to national strategies for meeting Nationally

coscececscesssansss

Other environmental
Determined Contributions under the Paris Agreement. They

require strong science-based approaches and credible
transition plans.

Taxonomies of undesirable activities can be used to indicate

m Governance / Other SDGs high-polluting, harmful, or risk-exacerbating activities that

should be avoided.

Source: IFC (2023), Sustainable MSME Finance Reference Guide.
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Emerging use cases

Numerous use cases are emerging as countries experiment with this new tool. The use case of a taxonomy is influenced by the agencies that lead its

development and implementation. The following use case studies focus on the private sector. Regulators are also exploring use of taxonomies in the public
sector, such as tracking the degree of progress towards achieving national commitments, green public financial management (budget tagging) as well as

aligning investment methodologies of development banks and public green funds. Government can also offer taxonomy-aligned subsidies and tax incentives.

* Provide consistent definitions and guidance for banks to
identify and disclose lending to sustainable projects

* Encourage innovation in sustainability-

focused lending
* Support management of ESG risks

* Tool for the regulator to track
sustainability-focused lending

* Encourage unlisted companies,
including SMEs, to participate in the

green and sustainable economy.

* Enable Private Equity and Debt funds
of all sizes to support the transition
to green and inclusive economies
through the allocation of
sustainability-focused capital.

SBFN Toolkit. Sustainable Finance Taxonomies

Provide market clarity and clear guidance
on green and social activities that are an

acceptable use of proceeds.

Encourage more sustainable issuances
and track capital flows.

Build investor confidence in new listed

sustainable instruments.

Encourage Pension Funds and Insurers to
increase portfolio exposure to sustainable

assets.

Provide consistent definitions and
guidance on how to identify and disclose
investments in sustainable assets.

Ensure that Asset Managers are credible
in their branding of sustainable product
offerings.



Current evolution of taxonomies

Diversity of approaches
Work in progress: and features: there are a

most countries are variety of elements and

approaching taxonomies applications that need to

in a phased approach be understood, and

and plan to expand over different approaches are

being tried. For example,
the "Do No Significant

Harm" is a new concept

time. Not all potential
activities are covered yet,
and implementation is

still being refined. applied differently in

different countries and has
proven difficult in practice.

Complexity: the financial TESERE e T

sector, regulators, real . .
) T8 ! taxonomies will need to

sector and service

change over time as

providers need time to get . .
environmental and social

used to this new tool and .
needs shift, as

learn how to apply it. . -
PPl sustainable ambition

Complexity can also impact .
P y P grows, and as private

the accessibility of .
sector solutions evolve.

taxonomies to SMEs, which .
Countries are also

are less able to afford the .
shifting from voluntary to

costs and time of complex .
P mandatory application at

alignment requirements. differing speeds.
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Diverse approaches lead to innovation but fragmentation

- Taxonomies are in the early stages of development and implementation, and countries are experimenting with
different needs, goals, and development processes.

- Adiversity of approaches is beneficial because it generates innovations that are suited to the local context of

countries’ sustainable development. It provides internal and external investors with a set of priorities for
sustainable finance that reflect the nature of the economy, industry standards, regulations, and national
environmental and social commitments.

- Adiversity of approaches is less optimal when it leads to confusion about which taxonomies to use in specific

situations and increases complexity for investors, issuers, regulators, and assurance providers in understanding
the different rules in different contexts.
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G20 Alignment Principles

In 2021, the G20 Sustainable Finance
Working Group (SFWG) published the G20
Sustainable Finance Roadmap to promote
alignment of international sustainable
finance efforts.

The Roadmap Action Plan encourages
jurisdictions that intend to develop their
own alignment approaches to refer to a set
of 6 voluntary principles:

Market development and

approaches to align

investments to
sustainability goals

SBFN Toolkit. Sustainable Finance Taxonomies

1 Ensure material positive contributions to sustainability goals and focus
- on outcomes.
2 Avoid negative contributions to other sustainability goals (such as by
doing no significant harm to any sustainability goal requirements).
3 Be dynamic in adjustments reflecting changes in policies, technologies,
@ and the state of the transition.

Reflect good governance and transparency.

Address transition considerations.

5 o’o\/o Be science-based for environmental goals and science- or evidence-
J]J:I_D_I] based for other sustainability issues.

Source: G20 (2021), G20 Sustainable Finance Roadmap



.
S9.

SEREE
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Overarching goals and sources

Most taxonomies align with global standards such as the Paris Agreement on Climate Change and the Sustainable Development Goals (SDGs), as well
as with local commitments and strategies such as Nationally Determined Contributions (NDCs) and National Development Plans.

Overarching goals and alignment

TH
BANGLADESH . BRAZIL CHINA COLOMBIA KAZAKHSTAN MEXICO [\ [o]\[c{o]NV. g SRI LANKA THAILAND
(industry-led) AFRICA

Promote Integration of Measure Financial services Promoting Classification Create market Capital Classification Classification  Definition of Promote and Guide Define
sustainable  sustainability in  allocation of for green green and reporting clarity to allocation and of green of sustainable environmentally track green investors,  activities that
investments and financial finance to the economic investments;  system for promote sustainable projects for  activitiesand  sustainable investments companies, reduce GHG
finance institutions  Green Economy activities common sustainable sustainable financingin  green finance  investment investment and finance issuers toward emissions to
language for activities finance support of projects a green achieve the
defining Indonesia’s Net economy climate change
green; Zero Emissions mitigation
science- (NZE) targets. objectives
based
approach
Paris SDGs, NDC, UN Environment NDC; National NDC;SDGs; EU climate & Paris Alignment with Ecological Paris Paris NDC, SDGs, NDC, National, Paris
Agreement, Country Inquiry; Paris  Environmental National  energy targets Agreement; global standards Code of Agreement; Agreement, National Climate / Agreement,
SDGs Development  Agreement; Objectives; Policy on  2030; European SDGs and national Kazakhstan SDGs SDGs, National policiesand  Env Plans,  NDC, Climate
Plans SDGs Green Industry Climate Green Deal policies, such as Green priorities. industry  Change Master
Catalogue Change Paris Development guidance Plan (2015-
(PNCC) Agreement, Policy 2050)
NDC, SDGs, and
country
development
plans.
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Entities in charge

Taxonomies have been initiated and led by a range of different types of
institutions. These include banking regulators, ministries of finance,
ministries of environment, capital market regulators, banking associations,
international organizations, and nonprofit organizations.

Such diversity in approaches results in diverse intentions of taxonomies,
their use, and the level of enforcement. This can include whether the
taxonomy focuses on capital markets, pension funds, or banks.

Consequently, there is a trend toward multi-agency and public-private
collaboration to design taxonomies that are relevant across all parts of
the financial sector.

The selection of a lead agency may also depend on the resources and
capacity available to manage the technical work and stakeholder
engagement. There is also a difference between agencies that lead and
those that support and provide input.

SBFN Toolkit. Sustainable Finance Taxonomies

In Bangladesh, the Central Bank (Bangladesh Bank) is leading, and therefore the

taxonomy application focuses on disclosure and supervision of banks and is enforced
more strictly. The green and sustainable taxonomies (including social elements) are
contained in the Sustainable Finance Policy and the Policy on Green Bond

Financing for Banks and Financial Institutions.

In Brazil, the first green taxonomy was developed by the banking association
(FEBRABAN) and is designed to help banks report on green economy activities as well
as exposure to climate, environmental, and social risks in the context of credit. It
leverages the Climate Bonds Taxonomy by the Climate Bonds Initiative (CBI) and
doesn't claim to be the national taxonomy. Brazil is currently in the process of
developing a national taxonomy, a process led by an Inter-ministerial Committee.

In Colombia, the lead institutions are the Ministry of Finance and Public Credit
(MHCP), Ministry of Environment and Sustainable Development (MADS), National
Planning Department (DNP), Financial Superintendence of Colombia (SFC), and

National Administrative Department of Statistics (DANE). SFC has played a strong

leadership role due to having the capacity to do so and through its oversight of
financial regulation and market systems, including the insurance sector.




Locating taxonomies within sustainable finance systems

Sustainable Finance “Component-based” taxonomies follow the model of the Climate Bonds Initiative (CBI), in which the
taxonomy is a component of the Climate Bonds Certification Standard. A taxonomy could also be a
component of a specific national regulation, such as a reporting requirement for banks.

Taxonomies tend to

be developed for

three main contexts “Product-specific” taxonomies are designed specifically for certain financial products, typically green
and social bonds or loans, and might only be used by certain segments of the financial sector.

“Overarching” taxonomies follow the model of the EU Taxonomy, are applicable to all types of
financial activities and entities, and are supported by a range of complementary regulations, including
disclosure requirements for companies and financial institutions.

Hierarchy in sustainable finance framework

SOUTH

Overarching Product- Product- Product- Overarching ~ Overarching  Overarching  Overarching Product Overarching  Overarching  Overarching  Overarching  Overarching
specific (GSS specific specific (Loans Specific (Loans
bonds vs GSS (Credit) vs bonds) and bonds)
loans)
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Locating taxonomies within sustainable finance systems

The following examples from Georgia and Thailand show how taxonomies are often one of the first priorities in a national sustainable finance
roadmap and are seen as a foundational tool that supports other components in the sustainable finance ecosystem. These can include disclosure
requirements, incentives, and regulation to support diversification in sustainable finance instruments.

KEY STRATEGIC DESCRIPTION
INITIATIVES

Diagram 3. Sustainable Finance Roadmap for Georgia

Increasing
Awareness and
Capacity Building

* Develop Policies
and Guidance to
Support Market
Action;

* Provide and
Facilitate Trainings
and Workshops for
Stakeholders;

* Conduct Research
on Sustainable
Finance Topics;

e Establish
Sustainable Finance
Working Group.

Sustainable

Finance Flows

* Introduce
Sustainable Finance
Taxonomy;

* Develop
Sustainable Finance
Guidelines;

* Explore Options for
Incentives and
Regulations to
Stimulate
Sustainable Finance
Flows.

ESG Risks
Management

* Integrate ESG
Considerations in
Corporate
Governance (CG)
Code for
Commercial Banks;

* Integrate ESG
Considerations in
CG Code for Capital
Market;

* Develop ESG Risk
Management
Guidance and
Tools.

Transparency and

Market Discipline

¢ Include Minimum
ESG Disclosure
Requirements in
CG Codes for
Commercial Banks
and Capital Market;

* Provide Guidance
on ESG Reporting
and Disclosure;

* Develop Progress
Measurement
Tools;

* Create an
Information Hub.
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Source: National Bank of Georgia (2019), Roadmap for Sustainable Finance in Georgia

(SO VAT Developing a practical national sustainable finance taxonomy will promote

a Practical inward investment flows across Thailand's financial subsectors from domestic
Taxonomy and international investors. A well-defined and structured taxonomy also
supports better- informed and more efficient decision-making and responses
to investment opportunities that contribute to achieving national sustainable
development objectives.

KSI 2: Improving Developing a rich data environment encourages the flourishing of new

the Data products and markets which meet the sustainability criteria of a wider and
more diverse range of investors. The quality, depth, immediacy, and price of
sustainable finance data will be a key competitive advantage as Thailand
positions itself against other sustainable finance centres.

Environment

KSI 3: Implementing effective incentives facilitates and promotes policies and
Implementing mechanisms that incentivise financial flows toward sustainable development.
Effective These incentives can include fiscal and prudential policies in the main, but

Incentives nonfinancial approaches should also be considered where viable.

KSI 4: Creating
Demand-led
Products and
Services sustainable products and services, and a genuine interest in the different
aspects of sustainability.

Creating demand-led products and services is essential for a thriving
sustainable finance sector, which requires reinvestment in continual
improvement. To reach this state, there must be real underlying demand for

KSI 5: Building
Human Capital

The transformation to a sustainable financial sector will be driven by the day-
to-day interactions among relevant stakeholders. The quality of those
interactions will depend upon their skills, competencies, values; and
behaviours of the management and staffs of the financial sector.

Source: Bank of Thailand (2022), Sustainable Finance Initiatives for Thailand



Defining taxonomy alighnment

There is variation among taxonomies between using a whitelist of sustainable activities or relying on the concept of substantial contribution

supported by technical criteria.

Performance thresholds are implemented mostly with pass lists, which means an activity must meet the performance criteria in order to be aligned.

Three countries and the ASEAN taxonomy use a traffic light system, providing a way to evaluate transition activities, namely activities that have

credible plans to transition over time to become green.

TH
BANGLADESH | ,. BRAZIL CHINA COLOMBIA KAZAKHSTAN MEXICO MONGOLIA SOU SRI LANKA THAILAND
(industry-led) AFRICA

Substantial Substantial Substantial ~ Whitelistand  Substantial Substantial Whitelist Substantial Whitelist Substantial Whitelist Substantial ~ Whitelistand  Substantial
Contribution  contribution  contribution technical contribution  Contribution contribution; Contribution contribution substantial contribution
(SFT) and criteria Aligned with contribution
National ASEAN
Standards (GT) Taxonomy
Traffic Light Pass list Traffic light and Pass list Pass list Pass list Pass list Traffic Pass list Pass list Pass list Pass list Pass List Traffic light and
and Remedial Pass list light: “Green”, Transition
Measures to “Transition”, pathways
Transition and

“Unqualified”
classification
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Scope of sustainability topics

The 12 countries assessed for this toolkit all have taxonomies that focus on green assets and activities, and most include activities that enable green
and environmental benefits. Social and SDG taxonomies are starting to emerge. Some taxonomies have a list of activities that automatically exclude
them as unsustainable.

SOUTH
-m BANGLADESH BRAZIL CHINA COLOMBIA -mm KAZAKHSTAN MEXICO \Y/[o]\[c{o]RV:Y AFRICA SRI LANKA THAILAND
Green assets /
activities

Limited No

Activities Only for
enabling No Limited climate
green adaptation
Transition

activities

Social
taxonomy

activities

Activities
related to the
Sustainable
Development
Goals (SDGs)

No No

No No No
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Implementation

Most taxonomies are voluntary. A few countries — Bangladesh, EU, Georgia, Indonesia, and Mongolia, and China for green bond issuances — have implemented mandatory
requirements. Implementation is mainly through disclosure requirements, either as part of issuing a financial product or through a broader disclosure framework for financial
institutions and/or companies. The use of independent verification is often encouraged, but assurance of taxonomy alignment is an emerging field, and more guidance is
needed from the regulator in most jurisdictions.

BRAZIL SOUTH SRI
BANGLADESH (industry- CHINA COLOMBIA KAZAKHSTAN MEXICO [\ (o)) [clo]HV.Y AFRICA LANKA THAILAND
Y

Local entities N/A  Yes, required for Fls, Yes, through  Yes, indirectly Required Banks required  Yes, for Encouraged; Yes, indirectly Required for
required banks and Fis  encouraged green bonds through other to report on GSS, in regulation  through green taxonomy encouraged encouraged
/encouraged disclosure and  regulation GSS loan progress under regulation alignment.
to report on green credit categories consideration Impact reporting
taxonomy statistics for encouraged
alignment? banks
Synergies with N/A Yes Yes Yes Yes; reference Yes N/A Yes N/A Yes Yes, stock Limited; stock No No
corporate for green exchange exchange
disclosure portfolio reporting voluntary
disclosure; requirement guidance; draft
transparency central bank
rules for disclosure
investment requirements
products for banks and
insurance
Link to N/A Yes Yes, Yes Yes Yes Separate Yes, through Yes Regulation Yes, a main Yes No No
financial suggested Framework for disclosure and under objective
instrument use GSS Bonds monitoring consideration
Role of N/A N/A Suggested Indirect, Encouraged Required for Suggested Verification Required for ~ Suggested Suggested use Recommended Indirect, N/A
independent user through Green specific users & second subsidized through
verification, Bonds activities party opinion  loans and green bonds
second party (SPO) encour bonds
opinion (SPO) aged,
particularly for
carbon
capture
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Prudential Assessment

Most taxonomies focus on labelling and tracking capital flows to achieve environmental and social goals. They therefore only give an indirect indication of
the exposure of banking and investment portfolios to climate and other sustainability risks. However, there is interest among SBFN members in how
taxonomies could be used for prudential assessment of the financial stability of banks and the overall financial system, including their ability to withstand
systemic climate and sustainability impacts. For example, two of the three pillars of the taxonomy by the Brazilian Federation of Banks (FEBRABAN) consist
of activities listed for the purpose of additional oversight of banks' exposure to environmental and climate risks. Similarly, China’s Banking and Insurance
Regulatory Commission (CBIRC) [now the China National Administration of Financial Regulation (NAFR)], through the Green credit statistical form, requires
banks to report on their exposure to high-polluting activities and companies that are not complying with environmental and social regulations.

Does the Taxonomy support a prudential assessment of financial stability from “unsustainable” activities?

BANGLADESH BRAZIL CHINA COLOMBIA KAZAKHSTAN MEXICO Y [e]\[c{a]H. SOUTH SRI LANKA THAILAND
(Industry-led) AFRICA

Yes, through  Yes, through Yes, banks Partially
tracking of green bond required to
exposure to  disclosure and report
sectors and CBIRC Green portfolios in
entities with  Credit Statistics line with
climate and Reporting taxonomy; also
ESG risk. used as

reference for
Regulation No.
103 of 2023 on
the Provision of
Fiscal Support
through the
Funding and
Financing
Framework
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Emerging common features

There is still a great deal of variation across sustainable finance taxonomies, both in terms of structure and content. Most countries are interested in
enabling interoperability and adopting successful approaches from other countries. As a result, common features have started to evolve, but more
work is needed to support harmonization and define rules for recognition of taxonomies across jurisdictions.

1 \
1 1
: ) . . Environmental Environmental & :
A . Framing principles . . I
i Framlng elements ‘ nd I and/or social Social Safeguards I
: e objectives (DNSH, MsS) :
1 1
\ 1

’ ‘.
1 e eo. e — . P o _ep eps . . . 1
: Core activities — List of eligible E|Ig|bl|.lty criteria or Metrics and :
i . . 0= sectors and proxies for each thresholds for I
' and criteria 0= activities activity performance :
: |
’ ‘.
1 . . . 1
' Implementation qovp Options Guidance or Incentives to :
. qop for transition regulations for e i
' elements qQop (Traffic light, RMT) disclosure P P i
1 1
\ 1

________________________________________________________________________________________________________________________
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Framing principles and goals 9‘@

Many newer taxonomies start with a framing document that sets out the overarching

intentions and level of ambition of the taxonomy. Framing documents are very helpful to users

and stakeholders to understand how this new framework will be applied and evolve over Mongolia’s Green Taxonomy, published in 2019,

sets out the following 6 principles:

time. They typically include discussion of

* High-level principles that have guided the development of the taxonomy and will guide Mongolian Green Taxonomy

future updates

3. APPROACH TO DEVELOPING THE TAXONOMY

The green taxonomy framework is developed in adherence to the following 6 principles®:

* Clarity on the lead institutions and participating stakeholders

* Governance structure for taxonomy development and maintenance. rinciple 1: Contribute to national policies and targets

The taxonomy should contribute to the key environmental targets included in Mongolia's green

* Taxonomy SCOpPE, users, and use cases development and climate change related policies, strategies, programs.
* Guidance and instructions on how the taxonomy should be used Principle 2: Address environmental challenges
Mongolia's key environmental challenges should be addressed - i) climate change mitigation and
e |nstructions for determining alignment adaptation; ii) pollution; iii) resource conservation iv) livelihood improvement.
. . . . . Principle 3: Cover high-emitting, key economic sectors
* Benchma rklng with other key taxonomies, pa rticula rIy those of key tradlng partners The taxonomy should cover the highest emitting sectors in the economy as well as contribute to

the transition of key economic sectors into sustainable ones.

* National pO“CiE‘S and commitments that the taxonomy will support Principle 4: Align with international standards and good practices

In the absence of commonly agreed local standards, the taxonomy should reference

* Reference to local contributions to international development goals (e.g. PCA, SDGs), e.g., international standards and best practices

highlighting NDCs and national development strategies Principle 5: Comply with ESG standards
L . . Lo L. Minimum environmental and social risk management regulations and standards (i.e the
* Relevant characteristics of the national economy, such as high emitting sectors and priority Mongolian Sustainable Finance Principles and Sector Guidelines) should be applied to all types of

green sectors, based on sectoral GHG emissions, contribution to GDP and potential to attract | 2ctitiesincludedin the taxonomy.

. Principle 6: Continues review and development
Investment. The taxonomy will require continues review and update based on policy shifts, scientific
developments, technological changes, and new industry needs.

* Plans for future expansion over time and potential links to other sustainability initiatives in

the country (e.g. green budget tagging, investment methodologies by development banks) Source: Approved by the Financial Stability Commission of Mongolia (2019), Mongolian Green Taxonomy
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Environmental and/or social objectives

Most sustainable finance taxonomies seek to promote activities that
contribute to specific environmental and/or social objectives.

The activities covered by the taxonomy must then demonstrate that they
make a substantial contribution to at least one of the objectives by adhering
to technical screening criteria or - in the case of a whitelist approach - follow
the described activities. In some cases, the activity must also “Do No
Significant Harm” to any of the other objectives.

A small but growing number of countries are now also introducing social
objectives — either in a separate taxonomy or together with environmental
objectives — such as in the case of Mexico.

Table 1.5. Environmental and social objectives of the Sustainable Taxonomy of Mexico

Environmental Social

¢ Mitigation of climate change e Contribution to gender equality

¢ Adaptation to climate change e Access to related basic services with
* Management of water and marine sustainable cities ¢ Health e Education
resources ® Conservation of ecosystems e Financial inclusion

and biodiversity ¢ Promotion of the
circular economy e Prevention and

control of pollution

Source: Ministry of Finance and Public Credit of Mexico (2023), Sustainable Taxonomy of Mexico
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1

Climate change
mitigation

arrrre,

Transition to a

circular economy

EU Taxonomy: 6 Environmental Objectives

Climate change
adaptation

Pollution prevention

and control

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

................. %)

3

Sustainable use and
protection of water and
marine resources

2

Protection and restoration
of biodiversity and
ecosystems


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

E&S safeguards

Most taxonomies also include environmental and/or social
safeguard requirements to prevent or minimize unintended
negative consequences from taxonomy-aligned activities. The
EU introduced the concept of "Do No Significant Harm” to
other environmental objectives, which has been widely
adopted; as well as Minimum Social Safeguards (MSS) which
have put the spotlight on labor and human rights.

The EU taxonomy requires that activities Do No Significant
Harm and meet minimum safeguards in order to be aligned.

Do no

significant harm S
+ minimum
to any of the other five
environmental objectives Safeguards
as defined in the proposed
Regulation

Substantially

contribute Comply with

to at least one of the
six environmental

objectives as defined
in the Regulation

Minimum safeguards A~

1. The minimum safeguards referred to in point (c) of Article 3 shall be procedures implemented by an
undertaking that is carrying out an economic activity to ensure the alignment with the OECD Guidelines
for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, including
the principles and rights set out in the eight fundamental conventions identified in the Declaration of
the International Labour Organisation on Fundamental Principles and Rights at Work and the
International Bill of Human Rights.

2. When implementing the procedures referred to in paragraph 1 of this Article, undertakings shall
adhere to the principle of 'do no significant harm' referred to in point (17) of Article 2 of Regulation
(EU) 2019/2088.

Source: EU (2020), Taxonomy: Final report of the Technical Expert Group on Sustainable Finance
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ASEAN Taxonomy V2 includes the guidance below on DNSH, as

well as detailed instructions on social safeguards.

1.2 Definition of Significant Harm in the ASEAN Taxonomy

A definition of 'significant harm' in the context of the ASEAN Taxonomy is important as users must
work from the same definition and avoid subjective interpretations. With progress in the
implementation of the criteria developed in this Annex, it is expected that there will be periodic
reviews and updates to keep the document relevant to the prevailing contexts.

An Activity is considered as having done significant harm when, with respect to:
1. Climate Change Mitigation (EOI):
Activity leads to significant greenhouse gas (GHG) emissions.
2. Climate Change Adaptation (E02):
Activity leads to greater adverse impacts of the current and expected future climate on
the Activity itself, or on people, nature, or other assets; or
Activity fails to adequately assess, consider and manage key climate risks affecting the

(i)
(i)
(ii)

Activity.

3. Protection of Healthy Ecosystem and Biodiversity (E03):

Activity is significantly detrimental to the good condition and resilience of ecosystems;
Activity encroaches upon ecosystems; or

Activity is detrimental to the conservation status of habitats and species.

4. Promotion of Resource Resilience and Transition to Circular Economy (E04):

Activity leads to significant inefficiencies in the use of materials or the direct or indirect
use of natural resources compared to what is technically and economically feasible in

(i)
(ii)

(iii)

that industry; or

Activity significantly increases the generation, incineration, or disposal of waste, or if
waste disposal may cause significant and/or long-term environmental harm.

Table 7: Key Social Aspects

Promotion and
Protection of
Human Rights

Promotion of human rights and fundamental freedomes, in line with the
ASEAN Human Rights Declaration (AHRD) and the Phnom Penh
Statement on the Adoption of the AHRD (ASEAN, 2012).

Prevention of
Forced Labour
and Protection

Promotion of labour rights and prohibition of forced labour, including
but not limited to exploitation, trafficking in persons, violence and
abuse, in line with the ASEAN Declaration on the Protection of the

@ e

of Children's Rights of Migrant Workers and the ASEAN Consensus on the Protection
Rights and Promotion of Rights of Migrant Workers (ASEAN, 2012).

Impact on Management of investment-related impacts to people (including
People living children) living in at-risk areas by encouraging inclusive and targeted
Close to measures to reduce the impact of investments on vulnerable
Investments populations and strengthen institutional capacity to address the needs

of people affected, in line with the ASEAN Declaration on
Strengthening Social Protection (ASEAN, 2013).

Source: ASEAN Taxonomy for Sustainable Finance, Version 2, 2023

National Bank of Georgia
introduced ESG Guidelines in
2023 which guide banks on

risk management and apply
to all taxonomy activities

ESG GUIDELINES

THROUGH DOUBLE MATERIALITY PERSPECTIVE
2023


https://nbg.gov.ge/en/page/esg-guidelines

List of eligible sectors and activities

The core of a taxonomy is a list of sectors and activities that can be labelled as “green” or “sustainable
because they contribute to environmental and/or social objectives. Countries can strategically focus on

the sectors and activities that are dominant in their economies and most likely to support

the transition to green, low-carbon, and inclusive economies. Activities usually correspond to a
classification convention, such as ISIC or an equivalent national convention. This enables comparability.

Economic sectors:

Waste and
uptake of
C02

Construction

information and

Communication
Technologies

(ICT) (enabling)*

Transport

Manufacture
(enabling)*

* These sectors enable the substantial contribution of other

activities to climate change mitigation

Source: Colombian Government (2022), Colombian Green Taxonomy
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CHAPTER 3: Contribution to five goals
environmental** in three sectors of the

economy

Cattle
raising

* * Environmental objectives: mitigation of climate

Economic sectors:

Agriculture

Forest

change, adaptation to climate change, land
management, management of water and
conservation of ecosystems and biodiversity

[

0o0o0O

Classification

Link to Technical

Sic code 37000

Taxonomy SIC Macro- Economic Activity and Screenin
Macro-sector Sector SIC Code . g
Criteria
(Construction, | Sic code 35300
43)
Energy Electricity, gas, | Production of .
steam and air | Heating/Cooling using _
@ conditioning Waste Heat Section 7.3.12
supply Sic code 35300
Production Of
- lectricity, heating and
Electricity, gas, | € ’ .
Energy S atr‘:dgair cooling from Activity to I_ae
7,) conditioning | Bravity potential developed in
L Sl energy future
No specific SIC code
Water collection,
storage, distribution
treatment and supply Section 7.4.1
Sic code 36000
Centralized
wastewater
treatment Section 7.4.2
Sic code 37000
Anaerobic digestion of
sewage sludge Section 7.4.3

Source: National Treasury of the Republic of South Africa (2022), South African
Green Taxonomy




Eligibility criteria or proxies for each activity

()

Technical criteria are used to ensure that eligible activities meet certain standards of performance to make a credible contribution to environmental and
social objectives. In line with Principle 5 of the G20 Alignment Principles, the IMF-World Bank-OECD staff paper on “Activating Alignment” emphasizes
that “The best available science and technologies should drive the definitions of metrics, thresholds, and technical screening and assessment criteria in
alignment approaches. Where science-based metrics are not feasible, approaches adopted should be fact based and ideally subject to verification.”

Green buildings Sector Program Description/Condition
. Construction and operation of sponge-type buildings and communities in public buildings
Sub-category Technologies “ Threshold 2:‘&20'1 Zr:ti(;%n;‘;rsuc:\fne and residential areas carried out by engineering and technical means such as roof greening,
Buildi P dc P g . permeable pound paving, micro-terrain, rain garden construction, rainfall pipe
" : L . Compliance to Cllle WESehile R ulilClr g disconnection, harvesting and collection and utilization facilities construction.
ENERGY: Use of highly efficient architectural ol 9 g
desi ffici li d . . )
eezligr:et::e;i\éi)uli?:jei!:cytz:r:)nliachleist;r;t reduce MOrms &/ Construction and operation of sponge-type roads and squares by a) applying permeable
b?;ildr:n en'er exceedii availgble Mongolian 5.4.2.2 The Construction paving on non-motor vehicle lanes, sidewalks, parking lots, plazas and other places, b)
. i gyt dard - d i ith Energy a;1ci O eration of Soonge construction of rainwater collection, purification and utilization facilities on roads and
}c:)n:ump |on,f:. én ards ar.\fA co‘mp ying V.V' Passport; Road P ds pong squares, c) technical measures such as bioretention belts, environmental protection
sclﬁe:'\r;iri\lljceh ;csle::zrfirl?”:jci?‘tligt?; rating or To have 0ads and >quares stormwater outfalls, cyclone sand and other road runoff pollution prevention and
! : . . < s internationally treatment facilities.
standards of Mongolia or equivalent .
/ 4.1.1 : ional standards and nationally i - - ) ]
Construction international standar recognized 5.4.2 5.4.2.3 The Construction | Construction and operation of sponge parks and green spaces in town parks and public
I of new green WATER: Use of water efficient fixtures and green building Sponge | and Operation of Sponge | green spaces through technical measures such as construction of rain gardens, recessed
buildings ) certification City Parks and Greenspace green spaces, artificial wetlands, and rainwater reservoir facilities.

equipment, and building techniques that reduce

4.1.Green {ecommereial; buil.ding waten cansumptian, ex.ceedi.ng . ALelEs L Construction, operation and renovation of urban drainage and flood control facilities to
buildings public, industrial  available standards and complying with high DI, A Sl Up-tc;—Standard meet standards. Such as flood-prone urban drainage reform, construction and renovation
i i ici ificati i Construction, an - X N o o
and residential) ot erehficiEnGy t.:er.t|f|cat|.on or rating schemes, Energ‘y . Renovation of Urban of separate rainwater and sewage system; rainwater shoreline purification facilities; coastal
such as green building rating standards of certr:flcatlons O dry pipe; sediment filtration, artificial wetlands and overflow sewage purification facilities,
Mongolia or equivalent international standards ~ such as US g and storage facilities, etc.
- . el Energy Star and

M.ATEF.{IALS' Use o cznstructllon ?a;erla whie ¢ cnEnsy; Restoration and protection of natural connectivity of river and lake systems, system
m|n|m|ztes contefntstt at reql:nre tlg | amount Ot schemes such 5.4.2.5 Restoration of remediation, ecological restoration activities for the protection and restoration of natural
€NErgy to manutacture, such as steel or cement, 5 gnergy Urban Water Bodies and ecosystems of urban water bodies. Such as canalization of the river channel renovation, to

and uses materials with low manufacturing
energy or reused/recycled materials."

Certifications in
the EU

Source: Approved by the Financial Stability Commission of Mongolia (2019), Mongolian Green Taxonomy
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Natural Ecology

take advantage of the natural situation to restore the natural curved river bank, natural
pool-riffle, and flooded beaches, etc.

Source: PBOC,NDRC,CSRC (2021), Green Bond Endorsed Projects Catalogue (2021 Edition)




Metrics and thresholds for performance

Taxonomies vary in the detail of technical criteria across activities. Some activities have general descriptions, while others use proxies such as ecolabels or

certifications. Very robust taxonomies have strict, science-based performance requirements to ensure that activities contribute to ambitious environmental

and social goals. Technical criteria come in the form of rules and regulations that have to be adhered to or specific metrics and thresholds

Number

Macro-sector

Activity

Description

Metric & Threshold for Sri Lanka

chemicals

(a)high value chemicals (HVC): (i) acetylene; (ii) ethylene; (iii)
propylene; (iv) butadiene;

(b) Aromatics: (i) mixed alkylbenzenes, mixed alkylnaphthalenes other
than HS 2707 or 2902; (ii) cyclohexane; (iii) benzene; (iv) toluene; (v) o-
Xylene; (vi) p-Xylene; (vii) m-Xylene and mixed xylene isomers; (viii)
ethylbenzene; (ix) cumene; (x) biphenyl, terphenyls, vinyltoluenes,
other cyclic hydrocarbons excluding cyclanes, cyclenes, cycloterpenes,
benzene, toluene, xylenes, styrene, ethylbenzene, cumene,
naphthalene, anthracene; (xi) benzol (benzene), toluol (toluene) and
xylol (xylenes); (xii) naphthalene and other aromatic hydrocarbon
mixtures (excluding benzole, toluole, xylole);

(c) vinyl chloride;

(d) styrene;

(e) ethylene oxide;

(f) monoethylene glycol;

(g) adipic acid.

M2.4 Agriculture Other agricultural practices: Install equipment to save energy and take advantage of its renewable | Direct eligibility for renewable energy and methane gas.
Implementation of clean energy | sources, including methane gas and solar energy. Equipment Fuel saving subject to % criteria.
and energy efficiency measure maintenance and improving fuel saving routines.
For tea production - baselines form: http://www.energy.gov.lk/images/energy-
management/energy-consumption-benchmark-analysis.pdf
M2.5 Agriculture Other agricultural practices: Incorporate biodigesters (organic fertilizer and methane). Biogas can | Direct eligibility
biodigesters be used as fuel in kitchens, for heating and lighting, or to power an
engine that generates electricity. There is also the fertilizer called biol.
M3.1 Manufacturing | Manufacture of organic basic Manufacture of: GHG emissions from the organic basic chemicals production processes are lower than:

(a) for HVC: 0.693 tCO2e/t of HVC;

(b) for aromatics: 0.0072 tCO2e/t of complex weighted throughput;

(c) for vinyl chloride: 0.171 tCO2e/t of vinyl chloride;

(d) for styrene: 0,419 tCO2e/t of styrene;

(e) for ethylene oxide/ethylene glycols: 0,314 tCO2e/t of ethylene oxide/glycol;

(f) for adipic acid: 0.32 tCO2e/t of adipic acid. Where the organic chemicals in scope are
produced wholly or partially from renewable feedstock, the life-cycle GHG emissions of the
manufactured chemical, manufactured wholly or partially from renewable feedstock, are
lower than the life-cycle GHG emissions of the equivalent chemical manufactured from fossil
fuel feedstock. Life-cycle GHG emissions are calculated using I1SO 14067:2018 or I1SO 14064-
1:2018.

Quantified life-cycle GHG emissions are verified by an independent third party. Agricultural
biomass used for the manufacture of organic basic chemicals complies with the criteria laid
down in Article 29, paragraphs 2 to 5 of Directive (EU) 2018/2001. Forest biomass used for
the manufacture of organic basic chemicals complies with the criteria laid down in Article 29,
paragraphs 6 and 7 of that Directive.

Source: Central Bank of Sri Lanka (2022), Sri Lanka Green Finance Taxonomy
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Options for transition

There is growing recognition that important contributions to environmental and
social goals will be through improvements in sectors that don’t currently qualify as
“green” and “inclusive,” but where there is potential for change.

Consequently, some taxonomies are offering tools to assess activities that meet
transition criteria. These options include traffic light categories and “remedial
measures to transition” (RMT) or credible transition pathways within a specific time-
period, such as in the ASEAN and Thailand taxonomies.

Figure 5. A practical meaning and graphic representation of green, transition and red spaces

Sunset date:

Red space (non-compliant activities) no transition
allowed after it

Emission intensity per unit of production

| Net-Zero technologies threshold Pathway to Net-Zero space \

Net-Zero technologies

2025 2030 2035 2040 2045 2050

Source: Bank of Thailand and the Securities and Exchange Commission (2023), Thailand Taxonomy Phase |
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2.3.2 Traffic light system for the Thailand Taxonomy

Green activities are substantially contributing to the goal of climate change mitigation
by operating at or close to the net-zero goal by 2050. In most cases green thresholds
are either EU Taxonomy or Climate Bonds Taxonomy-aligned because both taxonomies
are based on extensive multiyear research by international technical expert groups,
and therefore serve as reference taxonomies for international taxonomies. Two types
of activities are included into this category:

* Near-zero activities: activities already at or near net-zero emissions that may
require some further decarbonisation but not a significant transition (e.g., solar
or wind power generation or operation of electric fleet-based transportation
services).

* Pathway to zero activities: activities that are needed beyond 2050 and have a
clear 1.5-degree decarbonisation pathway to 2050 (e.g., shipping).

Amber activities are facilitating significant emissions reductions in the short term with
reliable decarbonization pathways and prescribed sunset dates. The activities have not
yet reached net-zero emission but can still be improved with viable technologies. The
amber category is generally relevant only for the existing infrastructure and activities
that can be retrofitted and cannot be applied to new ones (which should directly adopt
green technologies) to avoid locking-in unsustainable technologies in new projects. In
some cases, enabling activities (those that serve as enabling other green activities but
not green themselves, e.g., grid infrastructure) are also included in this category. For
Thailand Taxonomy, the pathways are taking the national context (Nationally
Determined Contribution: NDC) into account.

Red activities (“stranded”) are the ones that are currently not compatible with net-
zero trajectory and are not going to become compatible any time soon. For the
transition to net zero by 2050 to happen, they should be phased out completely (for
example, electricity generation from coal). It is very important to note that not all
activities are assessed yet by international climate science, so the absence of activity in
the green and amber categories does not mean that it is red.




Guidance or regulations for disclosure

activities and innovation.

Many taxonomies are operationalized through corporate disclosure requirements that enable finance providers and regulators to track the alignment of activities and/or
entities to the taxonomy. This information helps with identifying investments and lending with less sustainability risk and more impact, and with assessing companies’
transition plans. An emerging practice from the EU is to require disclosure on Revenue, OpEx, and CapEx that is aligned with the taxonomy. CapEx alignment provides a
valuable picture of the movement of an entity towards alignment in the future. As the Sustainability (S1) and Climate (S2) disclosure standards of the International
Sustainability Standards Board (ISSB) become more widely adopted, taxonomy alignment will be a credible way to demonstrate investment in sustainability-focused

Upon the approval of the National Green Taxonomy in 2019, the Central Bank of Mongolia started publishing green loan statistics on a quarterly basis.
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Incentives to promote adoption

ﬁ

Incentives are among the tools that can be used by regulators to encourage or require use of taxonomies. Taxonomies may also be critical to
demonstrating eligibility for certain incentives that aim to encourage issuance of green, social, or sustainability bonds and loans. There are a variety
of incentives currently being used across SBFN countries. Additional research is required into these practices and their effectiveness. The following
are examples of different incentives implemented by Bangladesh Bank to encourage increased green lending by local banks to address specific
national challenges:

Country Incentive/Disincentive Recipient Objective Regulating Body
Bangladesh Nonfinancial incentive: Recognition from Bangladesh Bank for | Banks and financial institutions in Addressing energy shortages and reducing the Bangladesh Bank
banks and financial institutions that have the best ESG | Bangladesh negative impact of industrial production on the
performance based on the Sustainability Rating. environment.
Incentives for Green Products: ‘Refinance Scheme for Green | Banks and financial institutions in Initially the scheme was to promote the use of Bangladesh Bank
Products/Projects/Initiatives’ Bangladesh environmentally friendly and renewable solar power

to overcome energy shortages and reduce the
negative impact of industrial production on the
environment. The scheme was then expanded to
include 55 green products.

Textile Industry Incentives: ‘Green Transformation Fund’ in the | Manufacture and exporting Initially to assist in financing capital for Bangladesh Bank
amount of USD 200 million companies in all industries environmentally friendly machinery and other
operational equipment for the textile and leather
industry, now it applies to all industry.

Disincentive: failure to meet the obligation to contribute 5% of | Banks and financial institutions in Increase bank and financial institution’s lending Bangladesh Bank
all term loans to green finance and 20% of all loans to | Bangladesh program to green activities
sustainable finance objectives will result in poor CAMELS and
Sustainability ratings.
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Common approaches across 3 dimensions

As more and more countries issue taxonomies, there is a need for ongoing governance and maintenance of these frameworks to ensure they are
being effective and to update and expand them — strengthening the key features and adding more activities.

One of the lessons from SBFN members is that taxonomies need to be embedded in a robust national framework for sustainable finance that
includes regulators and industry representatives from all parts of the financial sector. They also need to be linked to regulations, directives, and
disclosure requirements. Building on existing guidance for the development of taxonomies, we see two additional dimensions of a holistic approach

to taxonomy management.

Governance of Implementation of

Design of Taxonomies

Taxonomies Taxonomies

SBFN Toolkit. Sustainable Finance Taxonomies



- SBFN Toolkit. Sustainable Finance Taxonomies
—



DIMENSION 1: Governance

Confirm lead

1 institutions for
ongoing governance

Establish structures
and channels for
stakeholder input

Link to prudential,
market supervision,
and incentives

Conduct regular
review of
implementation
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A clear governance structure is essential to ensure that the taxonomy is designed with a
view to future implementation within the national sustainable finance ecosystem. Will
the taxonomy be maintained by the regulator or industry? Which stakeholder groups
need to be closely involved?

Taxonomies continue to evolve across all jurisdictions. This includes expanding the
categories and activities covered, updating the essential criteria that must be met to
achieve alignment, and enabling transition. It is important to have a plan and processes to
support ongoing expansion, as well as clearly defined roles and responsibilities.

Taxonomy stakeholders include regulators, supervisory authorities, financial institutions,
the private sector, SMEs, service providers, civil society, academia, and others.
Permanent structures and channels should be set up to support awareness raising, to
receive technical input on taxonomy criteria, and to receive stakeholder input to address
barriers to taxonomy adoption.

Clarity on intended taxonomy uses helps to establish practical linkages to regulation,
disclosure, supervision and the relevant entities. The most popular mechanism among
SBFN members is central bank requirements for banks to report taxonomy-aligned
lending as part of prudential and market supervision.

Common taxonomy challenges include lack of market awareness and capacity, a need for
clear guidance on how to align, uncertainty on the requirements for independent
assurance, and costs associated with alignment. Regulators should review adoption and
respond to practical challenges.

Country examples

Colombia’s Financial Superintendence (SFC) played
a lead role, working closely with other government
agencies and through a robust taxonomy
governance structure and panel of experts.

In China, multiple financial regulators and
government ministries have collaborated to
develop and update several national green
taxonomies over time and support convergence.

In order to address suggestions from stakeholders
regarding activities in the EU taxonomy, the
Platform on Sustainable Finance and the European
Commission set up a permanent stakeholder
request mechanism.

Mongolian banks and microfinance institutions
have submitted quarterly green loan reports to the
Central Bank of Mongolia and Financial Regulator
Commissions since the green

taxonomy was published.

Indonesia’s Financial Services Authority (OJK)
evaluated the success of the 2022 national green
taxonomy. Stakeholder feedback informed the
updated taxonomy published in February 2024.


https://ec.europa.eu/eusurvey/runner/taxonomy-stakeholder-mechanism
https://ec.europa.eu/eusurvey/runner/taxonomy-stakeholder-mechanism

Importance of taxonomy governance

9.

Clear ownership and leadership by appropriate institutions with relevant expertise,
capacities and mandates.

Clear roles and responsibilities during development and implementation process.

Clarity of the purpose of the alignment approach, how it will be implemented, and
what claims can be made.

Clear guidance on disclosure on taxonomy-aligned activities by financial and real sector.

Representation of relevant voices during stakeholder consultation and in ongoing
oversight structures.

Transparent communication to interested and affected parties on governance and

implementation matters.

A process to respond to stakeholder grievances to ensure accountability and
responsiveness to market realities.

A commitment to review and respond to emerging information on the effectiveness of
the alignment approach.

A commitment to promote ease of use and broad applicability through interoperability.

10. Avenue and process for the updating of the taxonomy on a consistent basis.

Source: Activating Alignment: Applying the G-20 Principles for Sustainable Finance Alignment with a Focus on
Climate Change Mitigation, By staff of the IMF, World Bank, OECD, with input from BIS, September 2023
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Examples of simple and complex approaches

The following are indicative examples of simple versus complex approaches to taxonomy governance and design. Each has benefits and there is a

spectrum of variations in between.

Complex

Governance

Development

Design

Defining
alignment

The work is led by one institution through an in-house team.

Led by multiple institutions (e.g., financial sector regulators and
policy makers) through a steering committee.

Work is done by a consulting firm or similar entity, with support from
international organizations or expert bodies (e.g., World Bank Group, GIZ,
CBI).

Work is done by multiple technical working groups in collaboration
with various line ministries and industry experts for the different sectors.

An existing taxonomy or relevant elements are adapted and adopted from
another jurisdiction(s) (e.g., EU, China, Common Ground Taxonomy, MDB
frameworks).

Develop a unique national taxonomy based on national sustainability
priorities, key green and inclusive sectors, and typical portfolio
exposure of local banks.

A principles-based or whitelist approach is chosen, and there is a
minimum requirement to comply with national environmental, social, and
governance regulations.

Activities must

* Make a "Substantial Contribution" to defined taxonomy objectives
based on detailed technical criteria

* "Do No Significant Harm" (DNSH) to any of the taxonomy objectives
and

* Comply with defined "minimum social safeguards" (MSS)

* With options for "Remedial Measures to Transition" (RMT) or
Corrective Action Plans.
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Sri Lanka Green Finance Taxonomy — example of a simple approach

Name & version

Sri Lanka Green Finance Taxonomy — 1t Edition

Date of publication

May 2022 Time to develop 1 year

Stakeholder engagement

Yes Public comment period Yes

Link to regulations

Voluntary; not currently linked to any regulations or policies; consideration for green
bond guidelines and green banking guidance

Lead institution

Central Bank of Sri Lanka

Development

e Part of national Sustainable Finance Roadmap
* 3 rounds of separate group consultations took place over 7 months with all key line
ministries, local financial institutions, and third-party service providers.

* First national green finance taxonomy developed using the International Platform on

Sustainable Finance (IPSF) Common Ground Taxonomy on climate change
mitigation.

* A technical expert group (TEG) was formed including international experts from
Climate Bonds Initiative (CBI), China’s Tsinghua University and two Sri Lanka local
experts

Approach

102 activities: 64 mitigation, 13 adaptation and 25 other green activities

Mix of whitelist, technical criteria, and certifications as proxies

References Climate Bonds Initiative Taxonomy and Standard for some activities
References the IFC’s blue finance guidelines and climate smart agriculture project
list

Balances international standards and national regulations

Special focus on Sustainable Tourism

SBFN Toolkit. Sustainable Finance Taxonomies
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Sri Lanka Green Finance
Taxonomy

May 2022

Available here



Emerging governance structures

When countries take a simple approach
led by one institution, the governance

structure can be simpler and more

o * Taxonomy owners
efficient.

* Establishment of objectives
However, an interesting model has » Supervision of the development process

emerged for more complex processes. * Review and approval

This multilayered structure has several
benefits:

* Collaboration among financial sector * Project coordination

regulators to create an overarching * Organize technical discussions

national taxonomy. * Preparation of Taxonomy draft

* Involving a wide range of
technical experts to design taxonomy
activities that

. Technical discussions
are well suited to the

. Industry reviews
national context.

Work on sector documents
* An established governance structure

e * Reviews
support institutional memory and

expertise needed to implement and Source: Climate Bonds initiative (2021), Taxonomy Roadmap for Chile,

improve the taxonomy over time.
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Governance example: EU

In 2018, in response to the policy recommendations of
the High-Level Expert Group (HLEG) on Sustainable
Finance, the European Commission published the Action
Plan on Sustainable Finance.

To assist with addressing the HLEG’s recommendations,
the Commission signaled its intention to establish two
informal expert groups, which were officially set up by
the Directorate-General for Financial Stability, Financial
Services and Capital Markets Union (FISMA) in
cooperation with the Directorates-General for
Environment (ENV) and Climate-Action (CLIMA).

One of the expert groups was the EU Technical Expert

Group on Sustainable Finance which completed its work

and subsequently became the permanent Platform on
Sustainable Finance.

Groups are subject to the European Commission’s
horizontal rules on expert groups, and their input is
nonbinding. Decisions are consensus-based where
possible, otherwise majority vote

SBFN Toolkit. Sustainable Finance Taxonomies

European Commission
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International / > Rapporteur
Intergovernmental Orgs TEG Members
Sector Teams
Co-chairs (TEG) for each Sector Team
> === Fo=————=
) . ) | Team1l ! | Team2 !
Appoint / Invite / Oversight | = ====—===! comeeo o
Fo=———== Fo———===
_ | Team.. 1 | Team8 !
Input / Recommendations e

Technical Experts

N\

188 individuals across
mitigation / adaptation
/ DNSH criteria

Secretariat

European Commission project team from DGs FISMA, CLIMA & ENV.

Source: Institute for Sustainable Finance (2022). Taxonomy Governance: A Stocktake of International Examples



Governance example: Colombia

Supervisory The member‘s of.the Super\./is.ory C.ommittee will ensure that the TaxonomY meets the
C itt proposed objectives and will identity any problems that the group of technical experts
. ommitiee i
Colombia’s Green Taxonomy Roundtable was formed must discuss and solve
to assist in the development of the Taxonomy.
sfca.m.«::m @ DANE T Bogk e
de Colombia
The Roundtable is the governance scheme for the
. . . b 5 DI b >l E| dimient e
Colombian Taxonomy, comprising the following GEN a csdetodos | Minhacienda
entities: Ministry of Finance and Public Credit (MHCP),
Ministry of Environment and Sustainable Development
. 0 International )
(MADS), National Planning Department (DNP), @IFC N e SrC it h
= Wi e
Financial Superintendence of Colombia (SFC) and . support of the project
Project @T;';!E.D‘!‘.’OR"D BANK coordinators /
National Administrative Department of Statistics Coordinators I weascrese Consultants completed

a first list of eligible
> 0 atle INTATIVE assets and activities by
Cllm Bon sector, which was
complemented by an
expert consultation

ProjeCt M E+R I x % Ecologia, Economia y Etica process:

CO“SU'tantS FI NANZAS ASESORIAS

(DANE).

Technical assistance was provided by the World Bank
Group and Climate Bonds Initiative.

This process was further supported by 257 technical

ENERGY BUILDINGS TRANSPORT,etc. § WATER 8 WASTE AFOLU
Information and Communication Technologies (ICT) for industry B INDUSTRY (SUPPORT)

A sector lead advisor was defined for each as well as a group
Lead Advisor Chairs of technical experts.

The leading advisor were nominated for their technical and /
> or regulatory knowledge in each of the respective sectors, with
Technical Exports the objective of providing supp‘ort and technical su.pport for
. . ) the development ot taxonomy in favor of the public interest
F.manc.lal .rep‘resc.entatlves of relevapt . reviewing and complementing the initial list ot activities,
financial institutions such as Associations. L . .
eligible, as well as leading the consultation processes.

experts and stakeholders representing 53 entities from
the private and public sectors, academia, and
organizations.

Over 400 comments received on all sectors and
sections.

Source: Climate Bonds initiative (2021), Taxonomy Roadmap for Chile,
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Governance example: Mexico

Figure 1.5. Governance Mechanism of the Sustainable Taxonomy of Mexico

Sustainable Finance
Committee

Sustainable Taxonomy
Working Group

Key advisors Operational coordination
Sectoral Group: Thematic Group: Thematic Group:
Climate Change Sustainable Cities Gender equality
Group Group Group Group
Construction Manufacture Transport Waste management

Source: Ministry of Finance and Public Credit of Mexico (2023), Sustainable Taxonomy of Mexico
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DIMENSION 2: Design

1 Clarify purpose
approach

Design taxonomy in
consultation with
stakeholders

Test the taxonomy
through pilot cases

Finalize, publish and
communicate

Identify the market need for a national taxonomy and the primary users (e.g.,
international vs national investors, regulators, banks, capital markets). Based on the
purpose, select an appropriate approach for the design process and consider future links
to instruments and regulations.

Taxonomies continue to evolve globally. Conduct benchmarking to understand what has
worked in other jurisdictions. Undertake research into local economy priorities and
current standards. Prioritize local green sectors based on contribution to GDP, NDCs, and
potential to enable transition.

Select consulting firms and/or establish technical committees to design the taxonomy.
Consult with stakeholders on different drafts throughout the process, e.g.,: i) webinars, ii)
focus groups, iii) bilateral conversations, iv) steering committee or working/expert groups
to give ongoing guidance.

Pilot exercises give future users such as financial institutions and companies a chance to
test the taxonomy and the steps for determining alignment. They also provide valuable
insights on whether the taxonomy is easy or complex to apply, and where more clarity is
needed.

Prepare a final version of the taxonomy. Ideally include a 30-60 day public comment
period to get final inputs from stakeholders on this version and sensitize the market.
Consider publishing the final agreed version jointly with key organizations that will be
involved in implementation. Anticipate a timeline for expansion and revision.
Communicate broadly to stakeholders through webinars and events. Publish guidance
tools and templates.

SBFN Toolkit. Sustainable Finance Taxonomies

Country examples

Georgia designed its taxonomy primarily to support banks to
increase and report on green and social loans, and to provide
clarity on eligible activities for green and social bond
issuances.

In developing its SDG taxonomy in 2023, Mongolia conducted
an extensive literature review of existing SDG-related
frameworks by international organizations, countries, and the
private sector.

Mexico’s Ministry of Finance and Public Credit led a
participatory process over 2.5 years with international
organizations and a structure of various ministries and
technical working groups.

South Africa conducted pilot exercises with 6 organizations
representing municipalities, asset managers, commercial
banks, and development banks, resulting in 4 thematic case
studies.

The Draft Thailand Taxonomy Phase 1 was launched by
Thailand Taxonomy Board for public consultation between 26
December 2022 and 26 January 2023. The final taxonomy
Phase | was published in June 2023 supported by a Usability
Guideline, Excel Tool, Business guide, Case Studies, and FAQs



https://sustainablefinanceinitiative.org.za/working-groups/taxonomy-working-group/
https://sustainablefinanceinitiative.org.za/working-groups/taxonomy-working-group/
https://www.bot.or.th/en/financial-innovation/sustainable-finance/green/Thailand-Taxonomy.html
https://www.bot.or.th/en/financial-innovation/sustainable-finance/green/Thailand-Taxonomy.html

World Bank Guide: Developing a National Green Taxonomy

Common steps have
emerged for how
national taxonomies are
developed, including
working groups, research,
peer benchmarking,
stakeholder engagement,
and review processes.

The following is from the
World Bank Guide:
Developing a National

Green Taxonomy

“ SBFN Toolkit. Sustainable Finance Taxonomies

~ STEPSTO DEVELOP A NATIONAL BREEN TAXONOMY

)

Approve
and launch

Establish Identify

steering environmental
committee or objectives
working group

Agree on
strategic
objective

Determine
transition
process

Incorporate
inputs and
views

Review
and update

Source: The World Bank Group (2020), Developing a National Green Taxonomy: A World Bank Guide

fizdy!

Undertake
stakeholder
consultation

Take stock of Develop
complementary plan of action
efforts in the

country

Consider
international
experiences and
lessons learned

Review draft Engage local

technical experts

=

—{(/T}) WORLD BANK GROUP
— A

BT N s Q Y


https://documents1.worldbank.org/curated/en/953011593410423487/pdf/Developing-a-National-Green-Taxonomy-A-World-Bank-Guide.pdf
https://documents1.worldbank.org/curated/en/953011593410423487/pdf/Developing-a-National-Green-Taxonomy-A-World-Bank-Guide.pdf

GIZ e-learning on Sustainable Finance Taxonomies

The following process is DEVELOPMENT
proposed in the GIZ e-

learning on Sustainable PREPARATION IMPLEMENTATION

Finance Taxonomies.

UN CC: e-Learn:
https://unccelearn.org/co

urse/view.php?id=1608&p

age=overview

Awareness raising, Capacity building and Stakeholder involvement
e
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https://unccelearn.org/course/view.php?id=160&page=overview
https://unccelearn.org/course/view.php?id=160&page=overview
https://unccelearn.org/course/view.php?id=160&page=overview

Stakeholder consultation

Stakeholder consultation is recognized as an essential part of taxonomy development to ensure market awareness, buy-in, and effective design of
taxonomies. It is one of the reasons that taxonomies often have a long development process, averaging approximately two years for most countries.
More recent processes are proceeding more quickly, which may in part be due to greater understanding in the market of how taxonomies work.

Mongolia and South Africa are good examples of national stakeholder engagement processes, and Indonesia is an excellent model for international peer
learning, having engagement extensively with other countries to learn from their experiences. Consultation processes are also critical for helping both
regulators and financial institutions explore critical implementation questions and ensure that taxonomies are designed in a practical way.

Taxonomy subject to peer reviews and stakeholder consultation

Yes Yes Yes Indirectly Yes Yes Yes Yes

m BANGLADESH BRAZIL CHINA COLOMBIA mm KAZAKHSTAN MEXICO MONGOLIA IS\(I::)I;JIZ: SRI LANKA THAILAND
N/A

L |
Yes Yes Yes Yes Yes
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Consultation questions for regulators

What are sustainable finance taxonomies and how can they be used?
* Does my country need a taxonomy?

* What are my objectives and therefore what type of taxonomy do | need?
Who will be using the taxonomy and what do they need it to do?

Why

How can | leverage existing global taxonomies and practices?
* What process should | follow to design an effective taxonomy?

* Howdo I link the taxonomy to my national policy objectives?

* How do | ensure that it meets the needs of international and local investors?
How do | enable and track successful use?

How

What essential elements do | need to include to build credibility and make my taxonomy practical to
implement?

* What other market interventions and policies are needed to leverage the taxonomy for market development?
What kind of governance structure do | need to put in place to expand and maintain the taxonomy over time?

What

SBFN Toolkit. Sustainable Finance Taxonomies



Consultation questions for financial institutions

Reporting on loans? Issuing green, social, or sustainability bonds?

Regulator requirement? Investor requirement? Bank’s own strategy?
Reporting on existing portfolio? Guiding new project development?

Which teams/staff will be responsible for rolling this out?
*  Will it cover the whole business or just part of it?

Do we have the appropriate systems in place to assess and demonstrate alignment with the taxonomy?
Does our E&S risk management system meet the expectations for safeguards?

How

Does the taxonomy cover the types of sectors and activities that my bank focuses on?
What are the potential gaps?

* Arethe technical criteria appropriate to my market?

* Does it match or complement our existing classification approach?

* What data will we need to collect going forward?

What are the implications for the existing portfolio vs future investments?

What

SBFN Toolkit. Sustainable Finance Taxonomies
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DIMENSION 3: Implementation

Build capacity of
implementing
agencies

Develop roadmap for
sequenced
implementation

Agree on metrics for
monitoring and
evaluating success

Collect data and
communicate results

SBFN Toolkit. Sustainable Finance Taxonomies

Once the taxonomy is published, the focus will shift to implementation. It is critical to
support staff in the implementing agencies to fully understand how the taxonomy works
and how it will be implemented through regulation and supervision. Capacity building
can also extend to users and service providers, such as Second Party Opinion providers
and consulting firms advising financial institutions. Supporting tools, guidelines and a
piloting phase are effective strategies to promote adoption.

Taxonomies can support a variety of regulations for the financial and private sectors. The
most popular mechanism is to require financial and private sector entities to report on
their alignment. The taxonomy may also support labelling of sustainable finance
instruments and prudential risk management.

A taxonomy roadmap can provide helpful clarity to regulators and the market on i) when
the private sector is expected to align and disclose their alignment, ii) what is expected
from each regulatory agency in terms of regulation and supervision activities, iii) when
the taxonomy might become mandatory, iv) when the taxonomy might be expanded or
updated.

Several countries — including Bangladesh, China, and Mongolia — have used taxonomies
successfully to produce multiyear data on issuances of green loans and bonds, and to
assess the link with lower credit risk. These metrics show if taxonomies are achieving
intended benefits or need adjustment.

A critical step is to collect and publish information on taxonomy use and related
outcomes. Popular strategies are i) requiring that entities disclose alignment data
publicly, ii) requiring entities to report to the regulator, which publishes aggregated data,
and iii) conducting multiyear detailed analysis.

Country examples

SBFN, IFC, and GIZ supported Indonesia’s Financial
Services Authority (0OJK) in 2022 to deliver virtual
training and peer knowledge sharing to staff. SBFN
and the World Bank worked with South Africa's
Financial Sector Conduct Authority in 2023 and
2024 to train staff and explore options for
implementation

The EU jssued its taxonomy regulation in 2020,
followed by phased requirements for nonfinancial
and financial entities to report eligibility and
alignment. It is also linked to the EU green bond
standard.

South Africa’s Financial Sector Conduct Authority
published a Statement on Sustainable Finance
Programme of Work, including 5 pillars and
activities, with Pillar 1 on taxonomy.

As of Q1 2023, China's green loans exceeded
USS3.4 trillion. The nonperforming loan (NPL) ratio
for green loans remained below 0.7%, compared
to 1.8% for ordinary loans.

Georgia has published an annual Status Report on
Sustainable Finance since 2021. As of 2023, banks
started submitting taxonomy-aligned data on
green loans.



https://nbg.gov.ge/en/page/sustainable-finance-in-georgia
https://nbg.gov.ge/en/page/sustainable-finance-in-georgia
https://www.consilium.europa.eu/en/press/press-releases/2023/10/24/european-green-bonds-council-adopts-new-regulation-to-promote-sustainable-finance/
https://www.consilium.europa.eu/en/press/press-releases/2023/10/24/european-green-bonds-council-adopts-new-regulation-to-promote-sustainable-finance/
https://sustainablefinanceinitiative.org.za/wp-content/uploads/2023/08/FSCA-Sustainable-Finance-Statement-March-2023.pdf

Process for creation and revision

Most country taxonomies are in stage 1 of development and implementation, and describe in detail the process of development,
including stakeholder consultation. Mongolia and South Africa are good examples of national stakeholder engagement and
Indonesia is an excellent model for international peer learning.

However, only a few taxonomies currently address the process for future additions, revisions, or update. An exception is China,
which has gone through several revisions and harmonization of its various green catalogues.

I e e e N e e e e e e
Transparent No

process to create

and revise the

taxonomy

Taxonomy Indirectly

subject to peer

reviews and

stakeholder

consultation

Stage of Version 1 Version 1 Version 1 Stage 1 Version 1 Version 1 Version 1 Version 1 Version 1 Version 1
taxonomy
revision

Pre-determined No No
intervals for
revision
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China’s Taxonomy Journey

China’s journey with taxonomies started in 2013 when the Chinese
Banking and Insurance Regulatory Commission (CBIRC) [now renamed
the China National Administration of Financial Regulation (NAFR)]
published the Green Credit Statistics Reporting instructions, followed in
2014 by the Green Credit Key Performance Indicators (KPls), as part of
implementing the Green Credit Guidelines for banks (2012).

The Guidelines require banks to implement comprehensive E&S risk
management systems and pursue innovation in lending to green
businesses. In addition, they must conduct comprehensive evaluation of
their green credit performance at least twice a year and file self-
evaluation reports to CBIRC.

The Green Credit Statistics and KPIs contain lists of i) high-polluting and
high-energy consumption industries and ii) encouraged and supported
categories of business, including: Energy conservation industry,
Resources recycling industry, Water conservation, Remanufacture,
Alternative energy industry (Incl. nuclear, solar, wind, biomass, smart
grid), Green building, and Green transport.

As of Q1 2023, China's green loans exceeded US$3.4 trillion. The
nonperforming loan (NPL) ratio for green loans remained below 0.7%
for the past five years, indicating its stable performance compared to
the 1.8% ratio for ordinary loans.

2012 &

CBIRC publishes Green Credit
Guidelines for banks

® 2007

China Banking and Insurance Regulatory
Commission (CBIRC) publishes Green Credit
Policy

2014 o

CBIRC publishes Green Credit
Key Performance Indicators
(KPls)

® 2013

CBIRC publishes instructions for Green
Credit Statistics Reporting

® 2015

2016 ©

PBoC publishes Guidelines for
Establishing the Green
Financial System

2020 e

People’s Bank of China (PBoC) publishes first
Green Bond Endorsed Projects Catalogue plus
green financial bond issuance management
regulation

® 2016

National Development Reform
Commission (NDRC), PBoC, and
CSRC publish Green Industry
Guiding Catalogue

China Securities Regulatory
Commission (CSRC) publishes
Guidelines for Green Bond Issuance

® 2020

2021 o

PBoC publishes Updated
Green Bond Project Catalogue

PBoC publishes Guidance on Promoting
Investment and Financing to
Address Climate Change

e 2024

©OOOOOOOOOO®

NDRC publishes 2024 Edition of the Catalogue of
Industries for Green and Low-carbon Transition

SBFN Toolkit. Sustainable Finance Taxonomies



Evolution and Impact of China’s Green Bond Catalogue

The People’s Bank of China (PBOC) issued the first version
of the Green Bond Catalogue in 2015 together with the
regulation for issuing green financial bonds.
https://www.gov.cn/xinwen/2015-

12/22/content 5026636.htm

PBOC published the 2021 Green Bond Catalogue in line
with the Green Industry Guiding Catalogue published in
2019 by National Development Reform Commission
(NDRC), PBOC, and CSRC. NDRC published the

updated Green Industries Guidance Catalogue in April
2024.

For China, the market is past the stage of voluntary
taxonomies, as financial market regulators are fully
engaged with taxonomy development. Taxonomies by
PBOC, CBIRC (now NAFR) and NDRC are mandatory and

are increasingly linked to financial incentives.

China's cumulative green bond volume in CBI's database
reached US$289.6 billion at the end of 2022, coming
second after the US with a total volume of US$380
billion.

SBFN Toolkit. Sustainable Finance Taxonomies

1. Energy-saving and 1.1 Energy-efficiency improvement 14 items 62 programs
Environmental 1.2 Sustainable building
Protection Industry 1.3 Pollution prevention
1.4 Water Conservation and Unconventional Water Resources
1.5 Comprehensive utilization of resources
1.6 Green transportation
2. Clean Production 2.1. Pollution prevention and treatment 8 items 19 programs
Industry 2.2 Green agriculture
2.3 Comprehensive utilization of resources
2.4 Water saving, and efficient use of non-conventional water
resources
3. Clean Energy 3.1 Energy efficiency improvement 4 items 26 programs
Industry 3.2 Clean Energy
4. Ecology and 4.1 Ecological Agriculture 5 items 28 programs
Environment- 4.2 Ecological protection and construction
related sector
5. Sustainable 5.1 Energy efficiency improvement 11 items 38 programs
Upgrade of 5.2 Sustainable buildings
Infrastructure 5.3 Pollution prevention
5.4 Water Saving and Non-conventional Water Resources
5.6 Ecological Protection and Construction
6. Green Services 6.1 Consultancy 6 items 31 programs

6.2 Operation Management Services

6.3 Audit, Inspection and Evaluation of Projects

6.4 Monitoring and Detection

6.5 Promotion and Certification of Technical Products

Source: PBOC,NDRC,CSRC (2021), Green Bond Endorsed Projects Catalogue (2021 Edition)



https://www.gov.cn/xinwen/2015-12/22/content_5026636.htm
https://www.gov.cn/xinwen/2015-12/22/content_5026636.htm

Managing Environmental
& Social Risks
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Mechanisms to manage negative outcomes or harm

The principle of Do No Significant Harm (DNSH) has grown in popularity and is now used in most taxonomies. DNSH refers to the concept that achieving one
taxonomy objective shouldn’t come at the expense of the other taxonomy objectives. There are some overlaps with traditional do-no-harm approaches used
by development finance institutions and responsible investors. However, DNSH often requires additional due diligence and risk assessment. The principle is
also applied slightly differently across jurisdictions.

Most taxonomies increasingly include minimum social safeguards (MSS). These commonly cover labor practices and human rights. Some countries are
starting to include protection of communities, vulnerable groups, and indigenous peoples.

Due to the complexities in assessing and verifying DNSH and MSS, some taxonomies focus on requiring compliance with national regulations or ESG
guidelines.

-m BANGLADESH BRAZIL CHINA COLOMBIA n GEORGIA KAZAKHSTAN MEXICO MONGOLIA A?F:Z'A SRI LANKA | THAILAND

— l. | | .. | l | . | l..

prevent
Partial, Yes, labor, No No, but
prudential human expectation
focus on rights, health to comply
Environmental & safety, with
Risk Exposure community regulations
rights,
aligned with
ASEAN —
different
criteria for
MSMEs

specific harm
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to other
taxonomy
objectives
(DNSH)

Mechanisms to
ensure
minimum
environmental,
social and/or
governance
safeguards




South Africa — DNSH & MSS

South Africa follows the
EU model by embedding
general as well as
specific instructions for
the "Do No Significant
Harm" (DNSH) and
Minimum Social
Safeguard (MSS)
principles.

Under each activity,
specific DNSH criteria
are indicated for each of
the other objectives in
the taxonomy.

In addition, generic
criteria are listed for
DNSH to climate change
adaptation and for
minimum social
safeguards.

7.3.12  Production of Heating/Cooling using Waste Heat

Sector classification and activity

Macro-Sector Electricity, gas, steam and air conditioning supply
SIC Code 35300
Description Production of heating and cooling using Waste Heat

Make Significant Contribution criteria

Climate Change Mitigation

Objective * Support transition to low carbon net-zero emissions economy

* Avoidance of lock-in to technologies which do not support the transition
to a low carbon economy net-zero emissions economy

* Ensure that economic activities meet best practice standards

* Ensure equal comparability within an economic activity with regards to
achieving low carbon net-zero emissions economy target

* Where necessary, incorporating technology-specific considerations into
secondary metrics and thresholds

Metric and Threshold The activity produces heating/cooling from waste heat.

Climate Change Adaptation

Depending on the primary objective of the activity, refer to Section 8 Screening criteria for activities

making substantial contribution to climate change adaptation.

Users of the Taxonomy should identify and explain which criteria they are responding to.

Do No Significant Harm assessment

Key environmental aspects to be considered for the production of heat/cool using waste heat are
generally moderate and should mostly be covered by considerations at the heat/cool source.

Climate change mitigation [N/A

Climate change For mitigation projects
adaptation

The activity complies with the criteria set out in Appendix A: Generic
Criteria for DNSH to Climate Change Adaptation.

Sustainable use of water [N/A

and marine resources
Ecosystem protection and |The activity complies with the criteria set out in Appendix E: Generic
restoration Criteria for DNSH to Ecosystem Protection and Restoration.

Pollution prevention A minimum requirement is the implementation and adherence to a
recognised environmental management system (ISO 14001 or equivalent)
Sustainable resource use |The activity assesses availability of and, where feasible, uses equipment and
and circularity components of high durability and recyclability and that ere easy to
dismantle and refurbish.

Comply with Minimum Social Safeguards

Companies and other issuers disclosing against the Taxonomy must comply with the criteria set out in
Appendix C: Minimum Social Safeguards.

SBFN Toolkit. Sustainable Finance Taxonomies

Appendix A: Generic Criteria for DNSH to Climate Change Adaptation

l. Criteria

New activity The physical climate risks that are material to the activity have been identified from
and/or activity | those listed in the table in Il Classification of climate-related hazards of this Appendix by
upgrading or performing a robust climate risk and vulnerability assessment. The assessment is
altering proportionate to the scale of the activity and its expected lifespan, such that:

existing assets

or processes c) forinvestments into activities with an expected lifespan of less than 10 years,

the assessment is performed, at least by using downscaling of climate
projections;

d) for all other activities, the assessment is performed using high resolution, state-
of-the-art climate projections across a range of future scenarios consistent with
the expected lifetime of the activity, including, at least, 10 to 30 years climate
projections scenarios for major investments.

The economic operator has developed a plan to implement adaptation solutions to
reduce material physical climate risks to the activity. Those adaptation solutions do not
adversely affect the adaptation efforts or the level of resilience to physical climate risks
of other people, of nature, of assets and of other economic activities and are consistent
with local, sectoral, regional or national adaptation efforts.

For activity upgrading or altering existing assets or processes, the adaptation solutions
identified need to be implemented within five ears from the start of the activity.

Appendix C: Minimum Social Safeguards

Companies and other issuers disclosing against the Taxonomy need to assess compliance with:

The Bill of Rights as contained in the Constitution of South Africa;

The Labour Relations Act, Act 66 of 1995 as amended;

The Basic Conditions of Employment Act, Act 75 of 1997 as amended;

The Employment Equity Act, Act 55 of 1998;

The Unemployment Insurance Act, Act 30 of 1996;

The Occupational Hearth and Safety Act, Act 85 of 1993 as amended;

The Compensation for Occupational Injuries and Diseases Act, Act 130 of 1993; and
Protection of Personal Information Act, Act 4 of 2013.

ONOUTHAWN PR

As well as the standards in:

1.  International Labour Organisation (ILO) core labour conventions;
2. The OECD Guidelines on Multinational Enterprises; and
3. The UN Guiding Principles on Business and Human Rights.

Source: National Treasury of the Republic of South Africa (2022), South African Green Taxonomy



EU Taxonomy activities — example of DNSH guidance

The EU taxonomy provides detailed guidance for each activity on what is expected in terms of DNSH requirements.

(2) Climate change adaptation

The activity complies with the criteria set out in(Appendix A)to

this Annex. \

(3) Sustainable use and
protection of water and
marine resources

N
N/A

(4) Transition to a circular
economy

The activity assesses availability of and, where feasible, uses
equipment and components of high durability and recyclability
and that are easy to dismantle and refurbish.

(5) Pollution prevention and
control

N/A
7

(6) Protection and restoration of
biodiversity and ecosystems

/

The activity complies with the criteria set out in(Appendix @to
this Annex.

Source: Official Journal of the European Union, Commission Delegated regulation (EU) 2021/2139 of 4 June 2021, page 63.
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A climate risk and
vulnerability
assessment is done
and risks managed

Environmental Impact
Assessment (EIA) or
screening has been
completed in
accordance with
Directive 2011/92/EU
and measures
implemented




EU Taxonomy activities — example of safeguard requirement

The EU taxonomy requires alignment with key international frameworks on human rights and labor practices. This has established a model that many
other countries are embedding in their own taxonomies.

Minimum safeguards A

1. The minimum safeguards referred to in point (c) of Article 3 shall be procedures implemented by an undertaking that is
carrying out an economic activity to ensure the alignment with the OECD Guidelines for Multinational Enterprises and the
UN Guiding Principles on Business and Human Rights, including the principles and rights set out in the eight fundamental
conventions identified in the Declaration of the International Labour Organisation on Fundamental Principles and Rights at
Work and the International Bill of Human Rights.

2. When implementing the procedures referred to in paragraph 1 of this Article, undertakings shall adhere to the principle
of 'do no significant harm' referred to in point (17) of Article 2 of Regulation (EU) 2019/2088.
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Different approaches to ESG risk management

In other jurisdictions, alternative approaches have been adopted, either to simplify the ESG risk management requirements or
give entities a grace period to become compliant.

China’s Green Bond Endorsed Projects Catalogue (2021 Edition)
“2. Projects to be included in this catalog shall comply with relevant safety, environmental protection and quality requlations and policies;”

Georgia Sustainable Finance Taxonomy

The Georgia Taxonomy states that “Risks related issues including “Do no significant harm” and “Minimum social safequards” criteria will be
addressed within the ESG Risk Management Guidelines.” The National Bank of Georgia published ESG Guidelines for banks in 2023 as a holistic
approach to ESG integration and risk management from a double-materiality perspective.

Mongolia Green Taxonomy
Principle 5: Comply with ESG standards: Minimum environmental and social risk management regulations and standards (l.e., the Mongolian
Sustainable Finance Principles and Sector Guidelines) should be applied to all types of activities included in the taxonomy.

Thailand Taxonomy Phase 1

Thailand’s taxonomy allows for a grace period of three years for both DNSH and Minimum Social Safeguards: “If the activity, project, or company in
question does not comply with the DNSH criteria but otherwise passes relevant technical screening criteria and metrics, it may be considered
compliant for the corresponding green or amber category if the operating company submits an additional plan indicating how it will correct the
deficiencies within three years after the assessment. The operating company is encouraged to publish the plan in a public domain or public space
where it can be seen and tracked by the general public.”
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Promoting interoperability Across E&S Risk Management Frameworks

In 2023, IFC and the Equator Principles Association (EPA) joined forces to explore linkages and practical
comparisons between the EU Taxonomy’s DNSH and minimum safeguards requirements, and the IFC
Performance Standards and World Bank Group Environmental, Health, and Safety (EHS) Guidelines. These
frameworks are used by IFC and over 136 financial institutions in 38 countries that are signatories to the
Equator Principles, a framework for managing risk in project finance.

The report found strong alignment and includes two operational tools for select sectors (wind energy and
manufacture of cement), which include a checklist of what should be done to comply with the EU Taxonomy’s

DNSH and minimum safeguards criteria in cases where the Performance Standards and EHS Guidelines would
be applied. The report finds that:

“The IFC Performance Standards (PSs) and the World Bank Group EHS Guidelines approach is entirely
compatible with the EU Taxonomy’s DNSH and MS requirements.”

“The EU Taxonomy and the PSs and EHS Guidelines show a large level of alignment in terms of E&S topics,
impact areas and sectors.”

“The PSs and EHS Guidelines must be applied at the time of the transaction and monitored throughout the
project/investment cycle, while reporting against the EU Taxonomy is expected to be done once a year.”

“While a comprehensive PS-based assessment is likely to capture all relevant E&S topics for a given business
activity, screening the activity’s alignment with the EU Taxonomy would require checking that all topics
listed in the EU Taxonomy are addressed.”

SBFN Toolkit. Sustainable Finance Taxonomies

55499
=
T atusesv®

Promoting Interoperability
Across Environmental and Social
Risk Management Frameworks
How the IFC Environmental and Social Performance Standards

And World Bank Group Environmental, Health and Safety Guidelines

Align with the EU Taxonomy’s “Do No Significant Harm" and
Minimum Safeguards Criteria

WORLD BANK GROUP

" EQUATOR  SDG 5> @ IFC|::
7 PRINCIPLES PARTNERSHIP FUND Creating Markets, Crea

May 2023

https://www.ifc.org/ifceutaxonomy



https://www.ifc.org/ifceutaxonomy
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Designing for interoperability

Taxonomies must respond to two conflicting demands:
* The need for convergence and interoperability to facilitate cross-border investment.
* Reflecting national development priorities and industry standards.

Most taxonomies aim to ensure a certain level of interoperability with other taxonomies. This is done in several ways:

Align country approaches — such as o e
For specific activities,

objectives, structure, and essential : : : Collaborate to align core taxonomy
e , reference international taxonomies, e _
criteria — through regional : e activities, such as the International
such as the Climate Bonds Initiative : :
taxonomies, such as the ASEAN, EU, . Platform on Sustainable Finance
: (CBI), IFC Guidance, MDB
and LAC taxonomies, and (IPSF) Common Ground Taxonomy

: taxonomies, and the EU
forthcoming

Taxonomy aligned with global and regional taxonomies

SOUTH
BANGLADESH BRAZIL CHINA COLOMBIA KAZAKHSTAN MEXICO [\ [o]\[co]H V. SRI LANKA THAILAND
(industry-led) AFRICA

CBI, EU, ICMA IPSF CGT. EU Taxonomy  Yes, through  Green aligned EU, China, Not specified EU Taxonomy China, CBI, EU EU Taxonomy EU, IPSF EU, ASEAN
Unusual extra- w EU; Social ASEAN Common
assets. territoriality and  aligned w Ground
Common Ground ICMA Taxonomy,
Taxonomy CBI, IFC blue
finance and

climate smart
agriculture
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Align country approaches: Common framework of Sustainable Finance Taxonomies for LAC

Developed by the Working Group on Sustainable Finance Taxonomies

in Latin America and the Caribbean (LAC Taxonomies Working), the LAC TAXONOMY COMMON FRAMEWORK

Common Framework of Sustainable Finance Taxonomies for LAC offers

. . . A . e, 0
a model framework to support countries in developing their own : 9@% N
T . . . Lonas ‘
taxonomies in line with national priorities. ep —_ ee3 ‘ 0
Seek interoperability Make material positive IQyiceeienr detinitionsihg COMMON ‘ I
: 4 farla efinition
, witicbutanin | | it o | | snienmamcraidncstess FRAMEWORK ‘ I I
Features |nCIUde: and avoid damage for other sustainability issues Ic:)lf‘lill{l%EAlNABLE :
o o na . ; ) . TAXONOMIES
A set of guiding principles : Q-0 =] : T
.. . . . .y . . Q A Ry . AND THE CARIBBEAN
* 2initial objectives: climate mitigation and adaptation el . Y :
o a Q Q. @nQ . ci i- nsition P-5- GP-6
* Screening criteria for a core set of activities © | of hghemiscion sectorsmith | | ,Eedmamie | | encure good govemance,
. a clearly defined final goal, | jec transparency and
* Guidance on "Do No Significant Harm" and "Minimum Safeguards" D] romrdessottepatay | [ "I | | recietappicanity

o lagnenplagbengloquatglognetplefiotglogiety
Date of Publication: July 2023 : X
o, & EH _ -

Lead Institution(s): The Working Group on Sustainable Finance : .
tution(s) PSS _ D E1 || E-2 E-3 E4 |
Taxonomies in Latin America and the Caribbean (LAC Taxonomies Olisctives] | Sectols Activitles Screening |
. L. . . ; : m Climate m Sector m Guidance for .
Working), comprising the United Nations Environment Programme « | Shonge | | prosation | | incluslen N e :
- . . . D o | U Gaon | @ ol | | e |
(UNEP), its Finance Initiative (UNEP Fl), United Nations Development * | change | | analysis | o = Options for metrics | *
. adaptation B G2, Aceptsfion: B Enabling activities | for mitigation :
Programme (UNDP), International Monetary Fund (IMF), World Bank : e | o ricnmn | | oieai |
. . . . . analysis negative impact/ adaptation :
(WB), International Finance Corporation (IFC), Inter-American ; low contrbution " e |
Development Bank (IDB), Economic Commission for Latin America and e i :
. . . Available her
the Caribbean (ECLAC), Development Bank of Latin America (CAF),
. . . . . Source: The Common Framework of Sustainable Finance Taxonomies for Latin America
Food and Agriculture Organization of the United Nations (FAO), and and the Caribbean, 2023

the European Commission, as external technical advisor.
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Reference leading taxonomies: Sri Lanka Green Finance Taxonomy

Sri Lanka’s Green Finance Taxonomy makes use of a variety of international taxonomies and proxies, such as
ecolabels and certifications, to support interoperability across different activities.

Tab Description and Benchmarks

Tab Description

Climate Change Mitigation e |IPSF Common Ground Taxonomy - Climate Change Mitigation (2021)
e Sri Lanka updated NDCs (2021)

e EU Taxonomy - Climate Delegated Act (2021)

e China Green Bond Endorsed Project Catalogue (2021)

Climate Change Adaptation  SriLanka updated NDCs (2021)
« National Adaptation Plan for Climate Change in Sri Lanka 2016-2025
« |FC Climate Smart Agriculture Financing Opportunities in Sri Lanka (2021)

Other Green Objectives « Green Bond Endorsed Project Catalogue (2021)
(covering environmental « Colombia Green Taxonomy (draft 2021)
objectives 3 and 4) « |FC Guidelines for Blue Finance (2022)
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y

Sri Lanka Green Finance
Taxonomy

May 2022

Available here


https://www.cbsl.gov.lk/en/sl-green-finance-taxonomy

Collaborate to align core taxonomy activities: EU-China Common Ground Taxonomy

The Common Ground Taxonomy (CGT) is
the result Of a CO|Iab0rati0n between the EU Scenario 1 Common activity is International Platform on Sustainable Finance
and China under the International Platform Hlesroveaday L s

both Common Ground Taxonomy - Climate
. q E Change Mitigation
for Sustainable Finance (IPSF).

Instruction report

Scenario 2: N SLIITEE
It puts forward areas of commonality and S e e Common activity is R
. . to use EU
differences between the EU and China’s EU activity definition/criteria
green taxonomies and will be expanded
over time.
Scenario 3 EV activity Common activity is to
It only covers areas that are in the current use China

China activity definition/criteria

scope of both taxonomies and currently

only addresses the objective of climate
mitigation Scenario 4 Common activity is to use

both criteria where
possible or excluded if
technically difficult

DNSH, MSS and other safeguards are not
covered. Scenario 5

Excluded

It puts forward the criteria that are

Available here

Compllant 1) bOth jUflSdlCtlonS and does not Source: IPSF (2022), Common Ground Taxonomy — Climate Change Mitigation
entail any legal implications in either

jurisdiction
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Components of Interoperability: ideas for international dialogue and harmonization

Research for this Toolkit points to different components of interoperability that can be tackled through various solutions and dialogue at
the global level. Each component has its own dynamics and can be tackled separately or in combination with other components.

1. Core Principles and
essential criteria

Easier implementation for
entities operating in
different jurisdictions

2. Shared
environmental and
social objectives

Proper functioning of DNSH

3. Common categories
and activities

Common core

SBFN Toolkit. Sustainable Finance Taxonomies
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6. Common approaches
to disclosure and
assurance

Easier for entities and

services providers operating
in different jurisdictions

5. Compatible technical
screening criteria

Encourage high ambition

Efficient comparison and
tracking of activities



1. Core principles and essential criteria

Benefits

* Use of similar core principles makes implementation
much easier for entities (investors, issuers,
companies) operating across different jurisdictions.

Key considerations

* Differences or gaps in the management of environmental
and social risks between taxonomies can result in investors
or issuers choosing jurisdictions with lower standards and
requirements or can prevent investment by investors that
are required to adhere to higher standards in their own
jurisdictions.

* Appropriate reference to national regulations as a basis for
environmental and social safeguards reduces the costs and
risks associated with taxonomy alignment, regulatory
compliance, investor due diligence, regulator supervision,
and independent assurance at a national level.

* Use of recognized international standards such as the IFC
Performance Standards, World Bank EHS Guidelines,
Equator Principles, OECD Guidelines for Multinational
Enterprises, Guiding Principles on Business and Human
Rights, and other international conventions increases
comparability across jurisdictions, promotes a level playing
field, and leverages established practices in the private
sector.
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2. Shared environmental and social objectives

= Benefits
— * Use of similar environmental objectives across taxonomies
— can promote alignment on activities that make a
Q% “significant contribution” to shared objectives, as well as

comparability of science-based methodologies aligned with
specific global performance benchmarks, such as the Paris
Climate Agreement.

* Full coverage of similar objectives also ensures the proper
functioning of the DNSH principle, which links to other
objectives within a taxonomy.

04 Key considerations

* Activities and technical criteria may still vary in terms
of ambition and methodologies used.
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3. Common categories and activities

— Benefits

o — - ) .

0 — * Use of the same or similar categories and activities

g —_— facilitates comparability and equivalence at the activity
level. However, innovation across new categories can be

%
|

beneficial to the sustainable finance landscape.
* A common core can be identified for interoperability, while
allowing for innovation to occur.

Key considerations

» Different jurisdictions prioritize different categories
and activities depending on national
sustainable development priorities, market characteristics,
dominant sectors, and the sectors most likely to contribute
to taxonomy objectives.
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4. Industry Codes

n Benefits

* Use of the same or similar industry codes allows for
( ) more efficient comparison and tracking of activities
Q% by regulators, rating agencies, investors, and

financial institutions.
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5. Compatible technical screening criteria

SBFN Toolkit. Sustainable Finance Taxonomies

Benefits

A core set of activities and technical criteria can

be identified for critical, science-based goals such as Paris-
alignment. These can be agreed globally through

initiatives such as the Common Ground Taxonomy.

Tiered approaches could offer a means to encourage

high ambition where appropriate, while

allowing less developed markets to make progress towards
the green economy.

Key considerations

Same or similar technical screening

criteria support interoperability and equivalence for
specific taxonomy activities across different taxonomies and
a similar level of ambition in achieving

taxonomy objectives. However, countries differ in terms of
local industry standards and capabilities.

Different technical screen criteria can cause

confusion and increase the costs and risks associated

with claiming alignment and providing assurance.
Differences can also encourage a move to jurisdictions with
lower standards, and therefore drive a “race to the
bottom”.



6. Common approaches to disclosure and assurance

Benefits

* Common approaches to disclosure and assurance
requirements makes it easier for reporting entities to
comply with different taxonomies and for services
providers, such as assurance providers, to operate
consistently across jurisdictions.
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- SBFN Toolkit. Sustainable Finance Taxonomies



Considering inclusivity in alignment approaches

The 2023 IMF-World Bank-OECD staff paper on “Activating Alignment”
explored some of the practical challenges when seeking to design alignment
approaches for sustainable finance that promote the participation of smaller
businesses in the economy as well as vulnerable groups.

The recommendations include a call for approaches to “be inclusive of all parts
of the global economy—particularly small and medium enterprises (SMEs),
women, and vulnerable groups—and appropriate for [Emerging Markets and
Developing Economies] EMDEs."

“Inclusivity can be considered during the design and maintenance of
alignment approaches (such as consulting with SMEs, women, and
marginalized groups), embedded in the criteria and metrics for assessing their
success (such as the degree to which green finance reaches SMEs), and
considered in the risk management and safeguard criteria (such as to “do no
significant harm” to factors such as financial inclusion).”

SBFN Toolkit. Sustainable Finance Taxonomies
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Strategies to increase accessibility and inclusion in national taxonomies

The following table suggests ways to include MSMEs, women, households and vulnerable groups as users and beneficiaries

of taxonomies.

Planning & governance

Consultation

Implementation

v’ Ensure that social and
financial inclusion principles
are contained in the purpose
and high-level objectives of
the taxonomy

v Create a governance structure
that includes representatives
of MSMEs and vulnerable
groups, e.g.,

*  MSME industry associations

*  Microfinance institutions

*  Women’s business networks

* Financial inclusion experts or
initiatives

Identify taxonomy activities
that promote participation or
benefit of MSMEs, e.g.
Rooftop solar

Off-grid solar

Circular economy

Agriculture

Make “inclusion” part of the
minimum social safeguards
(MSS)

Make the taxonomy easy to
use for MSMEs and
vulnerable groups, e.g.,
Consider a tiered approach for
technical criteria.

Make the disclosure
requirements simpler for
MSMEs and vulnerable groups

v" Ensure that the consultation
process includes MSME
associations, women’s
business networks, and
representatives of vulnerable
groups.

v" Do pilot tests with MSMEs
and vulnerable groups when
testing the taxonomy

v Create incentives for
taxonomy-aligned activities
that have a particular
inclusion benefit.

v' Track the taxonomy use and
impact with consideration for
MSMEs, women-owned
businesses and vulnerable
groups

v' Recommend inclusion-
focused metrics alongside
other taxonomy metrics.
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Mexico

Mexico’s Sustainable Table 1.5. Environmental and social objectives of the Sustainable Taxonomy of Mexico

Finance Taxonomy

prioritizes inclusion goals Environmental ‘ Social
alo.ngsllde environmental e Mitigation of climate change  Adaptation to e Contribution to gender equality
objectives and proposes a climate change ¢ Management of water and ® Access to related basic services with

Gender Equality Index to
enhance the score of
taxonomy-aligned
activities.

marine resources ® Conservation of ecosystems sustainable cities ® Health ¢ Education
and biodiversity ® Promotion of the circular e Financial inclusion
economy ® Prevention and control of pollution

Source: Ministry of Finance and Public Credit of Mexico (2023), Sustainable Taxonomy of Mexico

Page 7
“This proposal consists of the design of a Gender Equality Index built through guiding questions on three pillars on Decent Work, Well-being and Social Inclusion”

Page 10

“These governing instruments of public policy reflect the need to balance the three dimensions of sustainability, and recognize the importance of addressing the
climate emergency, protecting and conserving ecosystems, and ensuring the well-being of the population, by eliminating social inequalities and existing gender.
Likewise, they highlight the importance of implementing financial policies in favor of resource mobilization and financial inclusion to comply with the
sustainable development goals.”
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Nepal (Consultation draft)

Nepal’s draft taxonomy
goes even further to
prioritize specific
populations of the clients
of financial services

providers, including
deprived sector, migrants,
MSMEs, underserved
communities, and
indigenous populations.

Page 17

“Do No Significant Harm’ (DNSH) remains central to these four guiding core principles. In addition, social and inclusion aspects should be considered across all
the principles. The taxonomy-aligned investments should prioritise specific populations of clients e.g. deprived sector, migrants etc to deliver financial inclusion.

Core Principles

Principle 1: Climate - Principle 2: Climate
Change Adaptation wilees 000 ..., - ‘\( Change Mitigation
« Investment in reducing :- N fcedd
L = . « Investment to reduce GHG emissions
Vulnerability. . “ =t « Investment in low carbon climate
« Investment to harness beneficial & ° resilient economy
opportunity. @ « Investment in carbon capture
N . technology

Green Finance
Taxonomy Principles

n
ali

\ U

Principle 4: Pollution
Control and Prevention

« Investment to prevent & reduce
pollution.

* Investment to prevent adverse
impacts on human health and the
environment waste management.

« Investment to avoid or minimise
emissions.

e Investment in waste management.

Principle 3: Natural Resource
Management and Conservation -

« Investment to maintain ecological
diversity and healthy ecosystems. -

e Investment to conserve and
manage biodiversity and
ecosystems.

e Investment in green jobs and
employment.

.......

Do No Significant Harm (DNSH)

Source: Nepal Green Finance Taxonomy (Consultative Document), 2024

For example, Micro, Medium and Small Size Enterprise (MSMEs) must be defined and prioritised. The concept of “underserved communities” or “indigenous

populations” should be clarified to all the BFls, insurance and capital market sectors to identify the target borrowers that they serve.”
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Promoting sustainable finance strategies for MSMEs

IFC’s 2023 Reference Guide on Sustainable MSME Finance provides guidance on how to address some of the
barriers that MSMEs face when seeking to participate in sustainable finance. The Philippines Sustainable

Finance Taxonomy Guidelines have incorporated some of these elements.

*
13

princip

*

Sustainable finance

Source: IFC (2023), Sustainable MSME Finance Reference Guide.

« Green projects or assets should

provide clear environmental
benefits

Social projects or assets should
aim to address a specific social
issue and/or seek to achieve
positive social outcomes

Often lack clarity and
understanding regarding
appropriate UoP for the financing
of sustainable projects or assets
Finance needs are often
operational not capital

Defines UoP for some sectors
Is aligned with Green Bond and
Green Loan Principles, as well
as Social Bond and Social Loan
Principles

“ SBFN Toolkit. Sustainable Finance Taxonomies

¢ Clear communication and
identification of how projects
or assets fit into eligible
categories

May be framed in terms of
the overall objectives of the
entity or organization that
relates to environment and
sustainability

Often insufficient data is
gathered for sustainable
project selection and
evaluation

Outlines steps for sustainable
MSME project selection and
evaluation

Distinguishes between
operational and capital needs

¢ Proceeds should be tracked
to maintain transparency
and integrity of the financial
product

Borrowers are encouraged
to set up internal governance
processes to track
sustainable finance

Often insufficient
governance processes/
capacity to manage
sustainable financing

Provides guidance and
resources on sustainable
finance governance
processes for MSME lenders

Process for pro;ect

* Information on UoP should
be kept up-to-date and
renewed annually

¢ Qualitative and
quantitative indicators
should be utilized to track
and communicate project
impacts

* Ofteninsufficient
resources or data
collection for adequate
reporting

e Provides guidance on
reporting processes,
including reporting metrics
that are suitable for MSME
sustainable finance

SUSTAINABLE
MSME FINANCE
REFERENCE

IFC (2023). Sustainable MSME
Finance Reference Guide

Available here


https://www.ifc.org/content/dam/ifc/doclink/2023/sustainable-msme-finance-reference-guide-ifc-2023.pdf
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Index of Taxonomy Snapshots

1. Association of 3. Latin America

Regional taxonomies 2. European Union

Southeast Asian Nations and the Caribbean

[ Taxonomies in SBFN Member Countries ]

4. Bangladesh 5. Brazil 7. Colombia
8. Georgia 9. Indonesia 10. Kazakhstan 11. Mexico

12. Mongolia 13. South Africa 14. Sri Lanka 15. Thailand
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1. Association of Southeast Asian Nations (ASEAN)

Name and Version: ASEAN Taxonomy for
Sustainable Finance — 3

Date of Publication: V1 November 2023, V2
June 2023, V3 March 2024

Lead Institution(s): ASEAN Taxonomy Board

Participating Institutions: ASEAN Capital
Markets Forum, ASEAN Insurance Regulators’
Meeting, ASEAN Senior Level Committee on
Financial Integration and ASEAN Working
Committee on Capital Market Development

*In June 2023, Version 2 published to address
among others social aspects, Technical Criteria for
the Plus Standard and expansion of principles-based
Foundation Framework

**\/ersion 2 addresses includes the TSC for two
additional focus sectors: Transportation & Storage
as well as Construction & Real Estate.

ASEAN TAXONOMY FOR
SUSTAINABLE FINANCE

Available here
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Principles and Goals

Principle 1: The ASEAN Taxonomy will be the overarching guide for all
AMS, providing a common language and complementing their respective
national sustainability initiatives.

Principle 2: The ASEAN Taxonomy will take into consideration widely
used taxonomies and other relevant taxonomies, as appropriate, and
shall be contextualised to facilitate an orderly transition towards a
sustainable ASEAN.

Principle 3: The ASEAN Taxonomy shall be inclusive and beneficial to all
AMS.

Principle 4: The ASEAN Taxonomy shall provide a credible framework,
including definitions, and where appropriate, be science-based

Principle 5: The ASEAN Taxonomy will be aligned with the sustainability
initiatives taken by the capital market, banking, and insurance sectors, or
at least not in conflict.

Environmental Objectives
Climate change mitigation

Climate change adaptation
Protection of healthy ecosystem and diversity

Promotion of resource resilience and transition to circular economy

Categories of Economic Activities

6 focus sectors and 3 enabling sectors:

Agriculture, forestry and fishing, Electricity, gas, steam and air
conditioning supply, Manufacturing, Transportation and storage, Water
supply, sewerage, waste management and Construction

ICT, Professional scientific and technical and Carbon capture, utilization
and storage

Defining Eligibility

» The Foundation Framework is based on a Traffic Light System with green,

amber and red categories and qualitative/principles-based sector-
agnostic screening criteria and decision flow

The Plus Standard is based on threshold technical screening criteria for
the 6 focus sectors and 3 enabling sectors and 2 essential criteria: DNSH
and Remedial Measures to Transition

Enforcement and Disclosure
« Depends on individual implementation/regulation by each ASEAN
Member State


https://asean.org/book/asean-taxonomy-for-sustainable-finance-version-3/

2. European Union

Name and Version: EU Taxonomy for
Sustainable Activities

Date of Publication: June 2020

Lead Institution(s): EU Commission through EU
Technical Expert Group (EU TEG) consisting of
35 members and observers from civil society,
academia, business and financial sector

Participating Institutions: EU Member States

* Kk
TECHNICAL - X
REPORT - - %

Available here
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Principles and Goals

Substantially contribute to at least one of the six environmental
objectives as defined in the Regulation

Do no significant harm

Comply with minimum safeguards

Environmental Objectives
Climate change mitigation
Climate change adaptation
Sustainable and protection of water and marine resources
Transition to a circular economy
Pollution prevention and control

Protection and restoration of biodiversity and ecosystems

Categories of Economic Activities

Agriculture, forestry and fishing

Manufacturing

Electricity, gas, steam and air conditioning supply
Water, sewerage, waste and the related remediation
Transportation and storage

Information and Communication Technologies (ICT)

Buildings (construction and real estate activities)

Defining Eligibility
The taxonomy recognizes as ‘environmentally sustainable’ economic
activities that make a substantial contribution to at least one of the EU’s
climate and environmental objectives, while not significantly harming

any of these objectives and meeting minimum social safeguards
complying with Technical Screening Criteria

Enforcement and Disclosure

Mandatory - Large financial and non-financial companies under the
scope of the NFRD (after its revision, CSRD) must report revenue, CapEx
and OpEx aligned with the Taxonomy starting with qualitative
information in 2022 and moving to full KPI reporting 2023.

Financial market participants (banks, asset managers, insurance) will
have to disclose to what extent the activities that their financial products
fund meet the EU Taxonomy criteria (Green Asset Ratio, Green
Investment Ratio), starting in 2024

Link to Frameworks

European Green Bond Standard — all proceeds of European green bonds
will need to be invested in economic activities that are aligned with the
EU taxonomy for sustainable activities



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

3. Latin America and the Caribbean

Name and Version: Common Framework of Sustainable
Finance Taxonomies for Latin America and the Caribbean

Date of Publication: July 2023

Lead Institution(s): The Working Group on Sustainable
Finance Taxonomies in Latin America and the Caribbean (LAC
Taxonomies Working), comprising the United Nations
Environment Programme (UNEP), its Finance Initiative (UNEP
Fl), United Nations Development Programme (UNDP),
International Monetary Fund (IMF), World Bank (WB),
International Finance Corporation (IFC), Inter-American
Development Bank (IDB), Economic Commission for Latin
America and the Caribbean (ECLAC), Development Bank of
Latin America (CAF), Food and Agriculture Organization of
the United Nations (FAOQ), and the European Commission, as
external technical advisor.

Participating Institutions: EU Member States

FRAMEWORK

OF SUSTAINABLE
FINANCE
TAXONOMIES

FOR LATIN AMERICA
AND THE CARIBBEAN

Available here
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Principles and Goals
Seek interoperability with other taxonomies globally

Make material positive contribution to well-defined objectives
and avoid damage

Provide clear definitions that are science-based for environment
or evidence-based for other sustainability issues

Allow for credible transition of high emission sectors with a
clearly defined final goal, regardless of the pathway

Be dynamic and subject to regular reviews

Ensure good governance, transparency and practical
applicability

Environmental Objectives

Climate change mitigation

Climate change adaptation

Categories of Economic Activities

Construction *  Waste

Energy * Information and
Communications

Manufacturing hool
Technology

Agriculture, Forestry, and _.
land use Mining

Adaptation related activities
across sectors

Transportation
Water

Defining Eligibility
Substantially contribute toward the taxonomy objectives

Enable other activities under the same or other sectors to meet
the taxonomy objectives

Need to undergo transition to eventually meet the taxonomy
ambition over a defined period

Do not have a significant contribution but have a low or
minimum contribution to the taxonomy objectives and do not
cause harm

Enforcement and Disclosure

Not a regional taxonomy

Set of principles and framework for national and regional
taxonomies in LAC

Does not select sectors or activities for national taxonomies

Provides an assessment and prioritisation of key economic
sectors with proposed screening criteria

Link to Frameworks

Technical input document prepared for the XXIIl Forum of
Ministers of Environment of Latin America and the Caribbean,
under the Costa Rica Presidency.



https://www.undp.org/latin-america/publications/common-framework-sustainable-finance-taxonomies-latin-america-and-caribbean

4. Bangladesh

Name and Version: Sustainable Finance Policy

Principles and Goals Defining Eligibilit
for Banks and Financial Institutions — Version 1 P g Elis y

Banks and Fls to set targets and report on their target and Technical screening criteria around the six environmental
Date of Publication: December 2020 performance toward integrating sustainability and financing objectives

Lead Institution(s): Bangladesh Bank, activities Three performance thresholds [pass list]: i) Substantial

Sustainable Finance Department contribution to one of six environmental objectives, ii) DNSH and,

iii) Minimum Safeguards

Participating Institutions: Banks, Fls and, Exclusion List

Development Partners Environmental Objectives
The Taxonomy has two components: the Climate change mitigation Enforcement and Disclosure
Sustainable Finance Taxonomy and the Green Climate change adaptation Mandatory disclosure required by banks

Sustainable protection of water and marine resources
Transition to a circular economy, waste prevention and recycling
Pollution prevention and control

Protection and restoration of biodiversity and healthy
ecosystems

Taxonomy

Categories of Economic Activities

No classification system — covers 68 green
products/initiatives/projects

Sustainable Finance Taxonomy Green Taxonomy
Sustainable Agriculture » Green banking activities

CMSME » Green finance policy

Socially Responsible  ESDD q
Financing Link to Frameworks

T Available here » Policy on Green Bond Financing for Banks and Fls
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https://www.bb.org.bd/mediaroom/circulars/gbcrd/dec312020sfd05.pdf

5. Brazil

Name and Version: The Brazilian Federation of
Banks (FEBRABAN) Green Taxonomy — Version 1

Date of Publication: January 2021

Lead Institution(s): Brazilian Federation of Banks
(FEBRABAN)

Participating Institutions: FEBRABAN Sectorial
Committee on Social Responsibility and
Sustainability, the FEBRABAN Climate and Green
Economy Working Group and, technical support
from SITAWI (currently named as ERM/NINT)

* In December 2023, Brazil issued the (national)
Sustainable Taxonomy of Brazil, Action Plan to
consolidate taxonomic initiatives as part of the

Brazilian Ecological Transformation Plan.

EXPLANATORY
GUIDE TO

FEBRABAN'S

7 GREEN
0\ TAXONOMY

Available here
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Principles and Goals

Characterize credit from a socioenvironmental and climate
perspective, based on three modalities (Pillars)

Prudential: improving risk management systems for banks'
climate and environmental exposure

Environmental Objectives
Pillar I: Green Economy
Pillar II: Climate Change Exposure
Pillar Ill: Environmental Risk Exposure

Categories of Economic Activities

CNAE classification system: 1,331 subclasses of CNAEs were
revised to assess their fit in the three taxonomy modalities

Green Economy: activities with a high- and moderate-potential to
contribute to the green economy, according to taxonomies and
references that indicate their social and/or environmental benefit

Climate Change Exposure: activities with the highest climate risk

Environmental Risk Exposure: activities with the highest
environmental risks

Defining Eligibility
Activities in Pillar | are defined by reference to the CBI, EU
Taxonomy and SBP

Activities in Pillars Il and Il represent significant contribution to
climate and environmental risks

Thresholds are based on underlying taxonomies (Pillar I),
standards (Pillar 1) and regulation (Pillar 111)

Enforcement and Disclosure

Banks and other Fls are encouraged, but not required, to use the
taxonomy to improve sustainability assessment and reporting

Two of the Taxonomy's three pillars have a prudential focus for
banks to monitor their exposure to Climate Change and
Environmental Risks

Link to Frameworks

The Brazilian Sustainable Taxonomy Action Plan was launched by
the Federal Government in December 2023, and is part of the
Brazilian Ecological Transformation Plan

The Taxonomy was developed as part of a revision of the
methodology for classifying green economic activities for banks
and to measure the allocation of resources in the banking sector
in Brazil



https://www.sbfnetwork.org/wp-content/assets/policy-library/183_Brazil_Explanatory_Guide_to_FEBRABAN_Green_Taxonomy_2021_FEBRABAN_En.pdf

6. China

Name and Version: Green Bond Endorsed
Projects Catalogue (2021 Edition)

Date of Publication: January 2021

Lead Institution(s): People’s Bank of China
(PBoC), National Development and Reform
Commission (NDRC), China Securities
Regulatory Commission (CSRC)

Participating Institutions: Relevant ministries
and agencies

Available here
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Principles and Goals
Build a green finance system
Regulate the domestic green bond market
Accelerate the ecological civilization construction

Environmental Objectives
Climate change response

Environmental improvement (pollution control and ecological
conservation)

More efficient resource utilization (circular economy, waste
recycling and pollution prevention)

Categories of Economic Activities

Energy-saving and environmental protection industry

Cleaner production industry
Clean energy industry
Eco-environment industry

Green upgrading of infrastructure

Green services

Defining Eligibility
“Whitelist” of eligible economic activities — only projects within

the list and meet the corresponding descriptions and standards
are eligible

Compliance with relevant safety, environmental protection and
quality regulations

Enforcement and Disclosure
Mandatory for China onshore green bonds issuance

Fls: initial disclosure upon issuance and thereafter quarterly and
annual reporting on use of proceeds (to PBOC), and annual report
by independent certification institution on Use of Proceeds (UoP)
and environmental performance

Corporates: annual green bond assessment and certification
report by an independent assessment and certification body
focused on UoP and environmental benefits

Link to Frameworks

Green Credit Statistics * Carbon-reduction supporting

Green Bond or Loan gele]
Standards Tax credits

Green-label for Financial Green Finance Assessment
Products Plan

Eligible green collateral



http://www.pbc.gov.cn/goutongjiaoliu/113456/113469/4342400/2021091617180089879.pdf

7. Colombia

Name and Version: Green Taxonomy of
Colombia — Version 1

Date of Publication: March 2022

Lead Institution(s): Ministry of Finance and
Public Credit (MHCP), Ministry of Environment
and Sustainable Development (MADS), National
Planning Department (DNP), Financial
Superintendence of Colombia (SFC) and National
Administrative Department of Statistics (DANE)

TAXONOMIA VERDE
DE COLOMBIA

Available here

107 SBFN Toolkit. Sustainable Finance Taxonomies

Principles and Goals
Construction based on priority environmental objectives
Creation of eligibility criteria and compliance requirements

Alignment with the regulatory framework and environmental
certifications

Articulation with the International Standard Industrial
Classification system for all economic activities (ISIC)

Connection with other international taxonomies

Environmental Objectives

Environmental Objectives Water management

Climate change mitigation Land management
Climate change adaptation Circular economy

Conservation of ecosystems Pollution prevention and
and biodiversity control

Categories of Economic Activities
Chapter 2: Seven Climate change mitigation sectors

= Energy | Construction | ICT | Transport | Manufacturing |
Water supply and treatment | Waste management and
emission capture

Chapter 3: Three Land use sectors

= (Cattle raising | Agriculture | Forestry

Defining Eligibility
Chapter 2: substantial contribution to climate mitigation, subject
to eligibility criteria and compliance requirements, DNSH, Social
impact — pass list system
Chapter 3: defines specific solutions in 3 sectors that actively

contribute to five environmental objectives, at a basic,
intermediate or advanced level

Enforcement and Disclosure
Voluntary — no specific instruction for any public or private entity
In 2021, SFC published the External Circular 031 which requires
the use of the Green Taxonomy as a reference for green
portfolios.

SFC Resolution 586 of 2023 establishes that taxonomy-
aligned issuances are exempt from payment of offering rights

Link to Frameworks

SFC has issued external circulars (or rules) that encourage the use
of the taxonomy for labelling green bonds, ESG portfolio labelling
and voluntary labelling for pension funds [ i.e. Circular 005 of
2022]

Investment funds must explain how and why their investment
policies contribute to achieving ESG objectives and whether a
classification system or taxonomy is used



https://www.taxonomiaverde.gov.co/webcenter/portal/TaxonomaVerde

8. Georgia

Name and Version: Sustainable Finance
Taxonomy for Georgia — Version 1

Principles and Goals Defining Eligibility

Develop a classification framework and standardized definitions for » Whitelist — detailed list of eligible activities with corresponding technical

Date of Publication: June 2022 green/social/sustainable financial products to achieve the priority SDGs screening criteria [pass list]

Enable tracking and reporting of green/social/sustainable financial

Lead Institution(s): National Bank of Georgia
products

Participating Institutions: Ministry of Support proper identification and management of ESG risks
Environmental Protection and Agriculture of
Georgia (MEPA), Ministry of Economy and

Sustainable Development of Georgia (MoESD) Enforcement and Disclosure

Sustainable Finance - *
Taxonomy for

Georgia

2022
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Available here

Environmental and Social Objectives

Environmental Objectives: Climate change adaptation and mitigation |
Biodiversity conservation | Natural resource conservation |Pollution
prevention and control | Sustainable use and protection of water and
marine resources | Transition to a circular economy | Waste prevention
and recycling

Social Objectives: Poverty reduction | Food security | Education |
Healthcare | Financial inclusion

Categories of Economic Activities

11 sectors under the Green Taxonomy: Renewable Energy, Energy
Efficiency, Waste Management, Sustainable Water Management,

Pollution Prevention Control, Green Transport, Sustainability
Agriculture, Farming Aquaculture, Biodiversity Conservation, Sustainable
Buildings Construction, Sustainable Production Trade, Green Services

5 sectors under the Social Taxonomy: Affordable Basic Infrastructure,
Healthcare and Related Social Services, Financing and Financial Services,

Food security, Education, Technology, Culture, Fitness

Mandatory for Banks

A Taxonomy Screening and Reporting Tool is being developed to support
the implementation of the taxonomy by banks and later capital markets
participants

Link to Frameworks

Regulation on Loan Classification and Reporting according to the
Sustainable Finance Taxonomy, Order Ne 93/04 Of the Governor of the
National Bank of Georgia



https://nbg.gov.ge/en/page/sustainable-finance-taxonomy

9. Indonesia

Name and Version: Indonesia Sustainable
Finance Taxonomy

Date of Publication: February 2024

Lead Institution(s): Indonesian Financial
Services Authority (0JK), through Department
of Integrated Financial Services Sector
Surveillance and Policy

Participating Institutions: Nuclear Energy
Regulatory Agency, Central Statistics
Agency, National Research and Innovation
Agency, Bank Indonesia, National Energy
Board, Ministry of Energy and Mineral
Resources, Ministry of Maritime Affairs and
Fisheries, Ministry of Manpower, Ministry of
Finance, Coordinating Ministry for Maritime
Affairs, Ministry of Environment and
Forestry, Ministry of National Development
Planning, Ministry of Social Affairs

SONOMI
UK KEUANGAN
IKELANJUTAN

INDONESIA i go
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Available here

Principles and Goals

Scientific and Credible: The taxonomy considers best practices (policy,
science, and technology) at the national and/or international level.

Interoperable and National Interest Support: The taxonomy considers
other applicable taxonomies at international and regional levels

(interoperability), as well as national priorities, to facilitate Indonesia's
gradual and just transition.

Inclusive: The taxonomy is designed to be applied at various scales of
users (corporations/ non-MSMEs and MSMEs).

Environmental Objectives

Climate Change Mitigation

Climate Change Adaptation

Protection of Healthy Ecosystems and Biodiversity

Resource Resilience and the Transition to a Circular Economy

Categories of Economic Activities

Based on Indonesia's NDC and its own KBLI (Indonesia Standard
Industrial Classification)

919 economic activities (out of 2,733) mapped and defined in 5 broad
categories: Energy, Forestry, Agriculture, Industrial Processes and
Product Use and Coal and Lignite Mining.

Defining Eligibility
Traffic light - Economic activities are either categorized directly as green

(15 economic subsectors) or as yellow (904) , in which case they must
meet certain prerequisites to qualify

Activities must substantially contribute to environmental objectives
Activities must meet Essential Criteria: EC1: Do No Significant Harm

(DNSH), EC2: Remedial Measures to Transition (RMT); EC3: Social
Aspects (SA)

Enforcement and Disclosure

Voluntary — taxonomy is part of Indonesia's Sustainable Finance
Framework and will provide a basis to develop guidelines for disclosure,
risk management and financial products

Link to Frameworks

As part of the Sustainable Finance Roadmap Phase I, a reporting system
including green financing/instruments in accordance with Green
Taxonomy is under development

Sustainable Finance Committee has been established with the Ministry
of Finance and Bank Indonesia, as a follow-up to the Law on the
Development and Strengthening of the Financial Sector (UU P2SK).



https://www.ojk.go.id/keuanganberkelanjutan/id/newsmedia/detailpressconference/3373/taksonomi-untuk-keuangan-berkelanjutan-indonesia

10. Kazakhstan

Name and Version: Classification (taxonomy)
of green projects eligible for financing through
green bonds and green loans

Date of Publication: December 2021

Lead Institution(s): Authorized body in the
field of environmental protection and
approved by the Government of the Republic
of Kazakhstan

110

Available here
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Principles and Goals

Classification of green projects to be financed through
green bonds and green loans

Environmental Objectives

Measures for economic stimulation of activities aimed at
protecting the environment in the ecological code

Categories of Economic Activities

The taxonomy includes 7 categories:

= (1) renewable energy ; (2) energy efficiency (3) green
buildings; (4) prevention and control of pollution (5)
sustainable use of water and waste (6) sustainable
agriculture, land use, forestry, tourism; (7) clean
transport

Defining Eligibility
Pass list - the taxonomy is a classification system of
categories of the green projects that includes quantitative
and qualitative threshold values, including certification

Enforcement and Disclosure

Mandatory for the issuance of green bonds and loans

Incentives

Business entities engaged in projects specified in the
Taxonomy can get financial support of up to 50% of green
loan rates, and up to 50% of the coupon rates for green
bonds

Link to Frameworks
Directly linked to the issuance of green bonds and loans



https://www.greenfinanceplatform.org/sites/default/files/2022-05/Green%20Taxonomy%20Kazakhstan.pdf

11. Mexico

Name and Version: Sustainable Taxonomy of
Mexico — Version 1

Date of Publication: March 2023

Lead Institution(s): Ministry of Finance and
Public Credit (SHCP)

Participating Institutions: Sustainable
Taxonomy Working Group (GTT) led by SHCP
with authorities from the financial system,
representatives of the private sector,
international organizations, agencies and
experts

Taxonomia

Sostenible i 2

De México & cmmon
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Available here
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Principles and Goals

Mobilize and redirect public and private financing toward
economic activities with positive environmental and social
impacts

Provide better information to the markets and contribute to the
mitigation of greenwashing risk

Generate information on sustainable financing flows

Create a basis for the development of public policies on
sustainable finance in Mexico

Environmental and Social Objectives

Environmental Objectives: Climate change mitigation and
adaptation | Management of water and marine resources |
Conservation of ecosystems and biodiversity | Promotion of
circular economy | Pollution prevention and control

Social Objectives: Gender equality | Access to basic services
related to sustainable cities | Health | Education | Financial
Inclusion

Categories of Economic Activities

6 economic sectors identified and NAICS codes specified for each
sector:

= ) agriculture, livestock and forestry, ii) electricity generation,
transmission, distribution and commercialization, and water
supply, iii) construction, iv) manufacturing, v) transport, vi)
waste management and remediation services

Defining Eligibility
Technical Screening Criteria - for substantial contribution, DNSH and
minimum safeguards
For mitigation activities, NAICS code is used to determine eligibility

For gender equality, a gender equality index is used comprised of three
pillars: decent work, well-being and social inclusion and measured by 43
questions

Enforcement and Disclosure

Voluntary - Mexican financial authorities are working on possible ESG
regulation on (1) disclosure of information related to the Taxonomy and
(2) definition of ESG financial instruments

Link to Frameworks

Government agencies may report the degree of alignment of their
budgets with the objectives of the Taxonomy



https://www.gob.mx/cms/uploads/attachment/file/809773/Taxonom_a_Sostenible_de_M_xico_.pdf

12. Mongolia

Name and Version: Mongolian Green Taxonomy —
Version 1

Date of Publication: December 2019

Lead Institution(s): developed by the Mongolian
Sustainable Finance Association, Tsinghua University’s
Center for Finance and Development, the International
Finance Corporation, and approved by the Financial
Stability Commission of Mongolia — Central Bank of
Mongolia, Financial Regulatory Commission, Ministry of
Finance, and the Deposit Insurance Corporation

Participating Institutions: supported by 6 technical
working groups with representatives from policy making
and standard setting, financial institutions, businesses,
project developers, international organizations, industry
experts, and civil society institutions

B B B 0= G o Cwesm- XE

Mongolian
Green Taxonomy
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Available here
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Principles and Goals
Principle 1: Contribute to national policies and targets
Principle 2: Address environmental challenges
Principle 3: Cover high-emitting, key economic sectors

Principle 4: Align with international standards and good
practices

Principle 5: Comply with ESG standards

Principle 6: Continues review and development

Environmental Objectives
Climate change mitigation and adaptation
Pollution prevention
Resource conservation

Livelihood improvement

Categories of Economic Activities

Low pollution energy, » Sustainable water and
pollution water use

prevention and control Clean transport

Renewable energy Sustainable agriculture, land
use, forestry, biodiversity
conservation and

ecotourism

Energy efficiency
Green Building

Defining Eligibility
Whitelist — the Taxonomy is a list of qualifying activities

All activities must comply with minimum environmental and
social risk management regulations and standards

The taxonomy includes performance thresholds for all major
category of activities, except for renewable energy and clean
transportation

Enforcement and Disclosure
Required for Green Bond issuers and Fls reporting

Banks and non-bank financial institutions are required by Bank
of Mongolia and Financial Regulatory Commission to report
their green loans in line with the Taxonomy

Link to Frameworks

ESG disclosure guidance requests Fls to disclose the green
portfolio data in line with the taxonomy

Central Bank of Mongolia maintains the Green Loan Statistics on
the ratio of green loans in banks' portfolios based on the
taxonomy



https://www.sbfnetwork.org/wp-content/assets/policy-library/1270_Mongolia_Green_Taxonomy_2019_MSFA.pdf

13. South Africa

Name and Version: South African Green Finance
Taxonomy — Version 1

Date of Publication: April 2022

Lead Institution(s): National Treasury of South
Africa

Participating Institutions: Department of Forestry,
Fisheries and the Environment (DFFE), Department
of Monitoring and Evaluation (DPME), Financial
Sector Conduct Authority (FSCA), Prudential
Authority (PA), Johannesburg Stock Exchange (JSE),
Banking Association South Africa (BASA), Batseta
(Council of Retirement Funds for South Africa),
Association for Savings and Investment South
Africa (ASISA), Representatives from banks and
retirement funds

G GIF¢==—

Available here
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Principles and Goals

Principle 1 - Substantially contribute to at least one of the six
objectives of the taxonomy

Principle 2 - Do no significant harm to any of the other objectives

Principle 3 - Comply with Minimum Social Safeguards

Environmental Objectives
Climate change mitigation
Climate change adaptation
Sustainable use of water and marine resources
Sustainable resource use and circularity
Pollution prevention
Ecosystem protection and restoration

Categories of Economic Activities

Categories of Economic «  Water
Activities +  Construction
Energy +  Forestry and Land Use

Transport + Enabling Activities
Industry

Defining Eligibility
Substantial contribution, DNSH, and MSS to climate mitigation

and adaptation (for the 1st edition) and the four other
environmental objectives (future editions)

Pass list - based on Technical Screening Criteria that include
principles, metrics and thresholds

Principles reflect the underlying rationale for how the activity will
result in a substantial contribution and/or avoidance of significant
harm to the environmental objective in question

Enforcement and Disclosure

Voluntary

Link to Frameworks

The Taxonomy encourages issuers of green bonds and green
loans to undertake external review and verification regarding
taxonomy alighment and associated environmental and social
impact performance



https://sustainablefinanceinitiative.org.za/wp-content/downloads/SA-Green-Finance-Taxonomy-1st-Edition-Final-01-04-2022.pdf

14. Sri Lanka

Name and Version: Sri Lanka Green Finance
Taxonomy —Version 1

Date of Publication: May 2022
Lead Institution(s): Central Bank of Sri Lanka

Participating Institutions: Technical expert
group (TEG) formed including international
experts from Climate Bonds Initiative (CBI),
China’s Tsinghua University and two Sri Lanka
local experts

First national green finance taxonomy
developed using the International Platform on
Sustainable Finance (IPSF) Common Ground
Taxonomy on climate change mitigation along
with references from the IFC’s blue finance
guidelines and climate smart agriculture advice

/

Sri Lanka Green Finance
Taxonomy
zzzzzzz

Available here
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Principles and Goals
Substantial contribution
Do not significant harm (DNSH)
Respect Sri Lanka’s green development priorities
Science-based screening
Compatible with international standards and practices

Dynamic adjustment

Environmental Objectives
Climate change mitigation
Climate change adaptation
Pollution prevention and control
Ecological conservation and resource efficiency

Categories of Economic Activities

Activities in the taxonomy were chosen based on eight macro-
sectors with the most relevance placed on government climate
and green industry policies and asset portfolio (for financial
institutions): Agriculture; Electricity, gas, steam, and air-
conditioning supply; Tourism and recreation; Manufacturing;
Construction (includes building); Transportation and storage;
Water supply, sewerage, and waste management; and Forestry

Defining Eligibility
Whitelist and Substantial contribution - Green eligibility is based
on the technical screening criteria where a binary threshold is put
forward for each activity. Where the technical screening criteria
cannot be used for determining eligibility, the whitelist approach
will be used

DNSH provides clarity to the technical screening criteria by
focusing on substantial contributions with minimum
environmental and social compliance requirements

Enforcement and Disclosure

Voluntary

The taxonomy shall be applicable to all domestic and foreign
market participants, large corporations, and government bodies,
issuing green financial products

Link to Frameworks

Banks are required to refer to the taxonomy to “identify and tag”
their green-loan assets, which aggregate to their green credit or
loan statistical data at the bank level, before submitting the
information to financial regulators



https://www.cbsl.gov.lk/en/sl-green-finance-taxonomy

15. Thailand

Name and Version: Thailand Taxonomy Phase |
Date of Publication: June 2023
Lead Institution(s): Thailand Taxonomy Board

Participating Institutions: Bank of Thailand (BOT), The Securities
and Exchange Commission, Thailand (SEC), Office of Natural
Resources and Environmental Policy and Planning (ONEP), Ministry
of Natural Resource and Environment, Department of Alternative
Energy Development and Efficiency (DEDE), Ministry of Energy,
Energy Policy and Planning Office (EPPO), Ministry of Energy, Office
of Transport and Traffic Policy and Planning (OTP), Ministry of
Transport, Thailand Greenhouse Gas Management Organization
(Public Organization) (TGO), Federation of Thai Industries (FTI),
Renewable Energy Industry Club, Federation of Thai Industries (RE-
FTI), Thai Chamber of Commerce and Board of Trade of Thailand,
The Thai Bankers' Association (TBA), Association of International
Bank (Thailand) (AIB), Government Financial Institutions
Association (GFA)

Available here
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Principles and Goals
Science-based
Aimed at achieving Paris Agreement targets
Technologically neutral

Regularly revised

Environmental Objectives
Climate change mitigation
Climate change adaptation
Sustainable and protection of water and marine resources
Transition to a circular economy
Pollution prevention and control
Protection and restoration of biodiversity and ecosystems

Categories of Economic Activities

The Thailand Taxonomy Phase | focuses on the energy
and transportation sector

Defining Eligibility
Activities’ performance assessed against Technical
Screening Criteria

Traffic light system applied to decided whether each
activity is green, amber (transitional) and red (excluded)

Activities are assessed against compliance with the DNSH
and minimum social safeguards

Enforcement and Disclosure

Voluntary

Link to Frameworks

« Separate legal instrument is needed to make the
taxonomy usable in each sphere of application



https://www.bot.or.th/en/financial-innovation/sustainable-finance/green/Thailand-Taxonomy.html

DRAFT Version 1.0 (2024)

Additional Resources

e SBFN Library of (400+) Policy and Learn more about the
Framework Documents from members SBFN 2024 Global Progress Brief
www.sbfnetwork.org

e SBFN Measurement Framework and

And the SBFN Data Portal
Methodology

https://data.sbfnetwork.org

 Toolkits and Thematic Reports Contact SBFN Secretariat
SBFN_Secretariat@ifc.org

* Global and regional events and webinars
(follow SBFN LinkedIn for details)
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