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The Platform’s March 2022 recommendations on extending the

Taxonomy are timely and meaningful, but unlikely to be politically

endorsed. Nonetheless, market participants must not wait for

unpredictable legislative outcomes to consider or even test the

suggested concepts.

The current Taxonomy scheme is too static and binary and

incidentally too “elitist”. If enacted, the Platform’s proposals would

allow more inclusiveness, while preventing transition washing.

The group of Experts proposes to explicitly introduce additional

performance levels, in particular “amber” for Intermediary

Performance (IP) and “red” for Significantly Harmful (SH)

performance. Among the latter, the “always significantly harmful”

activities would include “urgent exit” and pave the way to

decommissioning finance, which we advocate.

Currently, several performance levels exist but only by default: Do No

Significant Harm (DNSH), Significant Contribution (SC) and what

implicitly stands in between. The Platform suggests formalizing a

multi-level system, including “Low Environmental Impact activities”

(ex: accounting services to SMEs or childcare). But the co-legislators

never had in mind to set various performance levels, including

Significant Harm. The three implicit levels interpretation is far stretched

or even contra legem (A). Moreover, the three existing and implicit

performance levels were not set to work in a dynamic space (B).

*** 

(A) Defining the red space, i.e., shades of Significant Harm from

“urgent exit” to “urgent transition”, is of utmost relevance,

especially for beyond exclusion or divestment uses.

Decommissioning or urgent transition financing are desirable,

provided attention is paid to labor issues (cf. on fair transition, 2021).

Regrettably, the Platform’s report falls short of “breakthrough”

examples defining technologically “doomed” activities, limiting itself to

obvious activities such as thermal coal mining and peat extraction.

Regarding the method, to define Significantly Harmful activities which

must urgently transition, the Platform proposes to “reuse” the DNSH

criteria. Thresholds indeed already exist for various heavy-industrial

activities (e.g., manufacture of cement or aluminum). Nonetheless,

Experts acknowledge the limitations in doing so, and the extra work

that would be required, for inapplicable and qualitative DNSH, or the

ones built on the sole respect of environmental or social laws.

Furthermore, we believe explicit nuances are necessary within the

“red space”. One must treat differently activities that must be

decommissioned (i), the ones that urgently need to transition (ii) and

the ones “simply” failing on the DNSH criteria (iii).

*** 

(B) The Platform groundbreakingly proposes to acknowledge changes

from a performance level to another (e.g., red-to-amber transition)

and track dynamics. Such performance shifts must be “constant”

argue the Experts, for instance requiring to continuously staying out

of Significant Harm performance level (red zone). Meanwhile, the

boundaries of this red zone are meant to be tightening over time, what

is being called “falling curves”.

Framing red-to-amber transitions is probably what could contribute

the most to carbon cuts. To properly factor and encourage “enhancing

movements”, the Platform partially breaks with pure activity-level

canvas of assessment. We applaud this entity-level conceptual move,

however confessing it inescapably increases complexity.

We recently noticed that the Complementary Delegated Act on gas

power generation already deviated from the activity-level tenet with

subsequent complications and shortcomings (cf. “Taxonomy criteria’s

Achilles heel unearthed by the War in Ukraine”, March 2022).

F
O

R
E

W
O

R
D

1/2

https://gsh.cib.natixis.com/our-center-of-expertise/articles/a-growing-momentum-for-fair-transition-finance
https://gsh.cib.natixis.com/our-center-of-expertise/articles/the-clash-between-sovereignty-and-sustainability
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For years, we have been advocating transition finance frameworks

applicable at entity-level and anchored in green/brown shades and

holistic criteria (“Why we need a shaded taxonomy from green to

brown and in between”, 2019 and “Transition Tightrope Series”, 2021).

However, whether such performance up-notching must be backward

and/or forward-looking is largely eluded by the Platform, as well as

verification safeguards. The linchpin on which too many regulatory

provisions are currently built is the notion of “transition plan”. This

concept remains too vague as the CSRD simply refers to “business

model and strategy compatibility with the objective to achieve climate

neutrality by 2050 at the latest” (cf. EU-Green Bond Standard, 2022).

In contrast, awarding performance up-notching only ex post would limit

sustainable finance instruments to refinancing, with a backward-

looking bias and little additionality. So, when must the color of a

transition plan be attributed? Should this plan be completed, underway

or simply announced ? We suggest a trade-off requiring an already

launched transition plan assorted with preliminary achievements (i),

granular near-term milestones (ii) and a reasonable completion

period (iii).

The need for accountability is made more daunting by the Taxonomy

extension avenues laid down by the Platform. It once again raises the

question of third-parties’ roles and responsibility. The pitfalls of

forward-looking criteria can be summarized in one oxymoron: “intents

enforcement”. Policy makers and financial watchdogs must handle the

discrepancies between intended transition plans and what

ultimately comes to fruition. Any transition plan cannot be taken for

granted based only on intent. Meanwhile, products design should not

incentivize issuers to set low-hanging targets by fear of failure and

stigmatization. Then the question left unanswered is who takes

responsibility for gaps, on what basis, and with what product and

labelling consequences.

The timeline for Taxonomy extension is blurred, due to Taxonomy-

related bottlenecks (tough adoption of complementary DA on gas and

nuclear, adoption of technical criteria for the four non-environmental

objectives, unlikely extension to social objectives). Regulatory fatigue

is noticeable among market participants, despite real implementation

and appropriation progress (see the takeaways of a panel we recently

organized at Environmental Finance Conference, Apr. 2022).

We doubt the European Commission has the guts to launch the

several years legislative fight to formalize red/significant harm

performance levels (which can be perceived as an “exit signal” and

will be fiercely opposed by economic and political lobbies). This is

probably why the Platform advocates a rapid phasing in (“as rapid

as possible”), and a voluntary reporting (based on the first legally in-

force climate Delegated Act criteria). In the meantime, Experts insist

the necessary work to identify activities for which no technological

possibility of improving their environmental performance must be

initiated as soon as possible.

We believe the complexity of the extension proposals should not be

overstated provided the different color /performance levels are set

alongside the same unit and metric. The entry costs of mapping out

activities against technical screening criteria can be lowered once and

for all within companies and financiers.

The present study is therefore there to help launching the “trial

period” and spur the voluntary uses encouraged by the Platform.

There must be a continuum between industry-led standards/initiatives

and hard-law requirements. Regulatory growth does not disregard

market innovation. It simply requires exploring new domains where

experimentation is needed prior to legislators or supervisors’

intervention.

Natixis CIB Green & Sustainable Hub Team
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https://gsh.cib.natixis.com/our-center-of-expertise/articles/why-we-need-a-shaded-taxonomy-from-green-to-brown-and-in-between
https://gsh.cib.natixis.com/transition-tightrope
https://gsh.cib.natixis.com/our-center-of-expertise/articles/the-eu-green-bond-standard-intense-negotiations-on-instrumental-aspects
https://gsh.cib.natixis.com/our-center-of-expertise/articles/nuclear-and-gas-inclusion-in-the-taxonomy-creates-a-between-in-and-out
https://home.cib.natixis.com/articles/the-eu-taxonomy-and-fixed-income-markets


C1 - Public Natixis

C1 - Public Natixis

Natixis’ GSH continued coverage of Taxonomies

6

Find out our Taxonomy-related publications 

“EU Taxonomy for 

Sustainable Activities”: 

Skydiving kit (2020)

“Nuclear & Gas in the 

EU Taxonomy” & 

(2022)

“The New Geography 

of Taxonomy”: a

benchmark of global 

taxonomies (2021)

“Vade mecum to digest 

the 414-page Report 

from the TEG” (2019)

“Why we need a shaded 

taxonomy from green to 

brown and in between” 

(2019)

• Nuclear and gas inclusion in the taxonomy creates a “between in and out” (August 2022)

• Updated Common Ground Taxonomy, the crowbar of international green capital flows? (August 2022) 

• Taxonomy criteria for non-climate objectives: a welcomed hard work with some inconsistencies (June 2022)

• EU Social Taxonomy Proposal: simpler and meaningful but half-way through (March 2022)

• EU-China Common Ground Taxonomy, a painkiller to taxonomy headaches? (November 2021)

• Sustainable Taxonomy development worldwide: a standard-setting race between competing jurisdictions (July 2021)

• Draft guidance on Taxonomy alignment disclosure published by the European Commission (June 2021)

• The EU Social Taxonomy Draft: promising buildings blocks (June 2021)

• The European Commission adopts an ambitious Sustainable Finance package including the long-awaited Taxonomy DA (April 2021)
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Find out more on our 

Website: 

https://gsh.cib.natixis.com/ce

nter-of-expertise

https://gsh.cib.natixis.com/api-website-feature/files/download/11673/EU_Taxonomy_for_sustainable_activitie_skydiving_kit_Natixis_GSH_Sept_2020.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/11673/EU_Taxonomy_for_sustainable_activitie_skydiving_kit_Natixis_GSH_Sept_2020.pdf
https://gsh.cib.natixis.com/our-center-of-expertise/articles/nuclear-gas-in-the-eu-taxonomy-integrity-safeguarded-despite-postures-and-outrages
https://gsh.cib.natixis.com/api-website-feature/files/download/12087/the_new_geography_of_taxonomies_final_version_november__2021_natixis_gsh.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/7819/eu_taxonomy_vade_mecum_to_digest_the_report_from_the_teg__natixis_green___sustainable_hub.pdf
https://gsh.cib.natixis.com/our-center-of-expertise/articles/why-we-need-a-shaded-taxonomy-from-green-to-brown-and-in-between
https://gsh.cib.natixis.com/our-center-of-expertise/articles/nuclear-and-gas-inclusion-in-the-taxonomy-creates-a-between-in-and-out
https://gsh.cib.natixis.com/our-center-of-expertise/articles/updated-common-ground-taxonomy-the-crowbar-of-international-green-capital-flows
https://gsh.cib.natixis.com/our-center-of-expertise/articles/taxonomy-criteria-for-non-climate-objectives-a-welcomed-hard-work-with-some-inconsistencies
https://gsh.cib.natixis.com/our-center-of-expertise/articles/eu-china-common-ground-taxonomy-a-painkiller-to-taxonomy-headaches
https://gsh.cib.natixis.com/our-center-of-expertise/articles/sustainable-taxonomy-development-worldwide-a-standard-setting-race-between-competing-jurisdictions
https://gsh.cib.natixis.com/our-center-of-expertise/articles/draft-guidance-on-taxonomy-alignment-disclosure-published-by-the-european-commission
https://gsh.cib.natixis.com/our-center-of-expertise/articles/the-eu-social-taxonomy-draft-promising-buildings-blocks
https://gsh.cib.natixis.com/our-center-of-expertise/articles/the-european-commission-adopts-an-ambitious-sustainable-finance-package-including-the-long-awaited-taxonomy-delegated-acts
https://gsh.cib.natixis.com/center-of-expertise
https://gsh.cib.natixis.com/center-of-expertise
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In December 2019, we announced Natixis' approach to tackling brown industries’ 

transition....

Brown industries: the Transition Tightrope

A seat for everyone is necessary at the climate action table 

Sustainable Finance will fail in its mission if it confines high-emitting industries to the sidelines

FULL REPORT

Our approach

• This series investigate the topic of transition to provide definitions, assessment methods as well as exploring relevant financing tools

• It frames a change management model that differentiates brown companies into groups depending on whether they need to transform, shrink or shut down.

• It identifies 5 transition levers actionable across the mining, cement, shipping, power or aviation sectors.

• It maps eligibility pre-requisites to draw red-lines and provide structuring guidance for transition finance instruments.

• We believe that KPI-linked instruments are best suited for transition because of their “skin in the game”, material, holistic and forward-looking features

Climate finance needs a two-leg approach: a green one, in synch with a transition one....

Chapter 1

Brown industries: the 

elephant in the 

climate war room

Chapter 2

Unpacking the 

transition box

Chapter 3

Transition levers & 

Case studies

Chapter 4

Transition 

finance toolkit Replay

Launch Webinar | April 14th, 2021

Introduction to our methodological framework 5 transition levers including 

exiting most climate harmful activities and business mix diversification

Notes: https://gsh.cib.natixis.com/transition-tightrope

https://gsh.cib.natixis.com/api-website-feature/files/download/11876/Brown_industries_the_transition_tightrope_full_version_Natixis_GSH.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/12156/chapt_1-_brown_industries__transition_the_elephant_in_the_climate_war_room.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/12157/chapt_2-_unpacking_the_transition_box.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/12158/chapt_3-_transition_levers___case_studies.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/12159/chapt_4-_transition_finance_toolkit.pdf
https://primetime.bluejeans.com/a2m/events/playback/16f4c48b-2be5-468b-82e2-da424b3f8905
https://gsh.cib.natixis.com/transition-tightrope
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• Our economies are predominantly “brown” (i.e., primarily

relying on fossil fuels) and heading towards above 3°C

temperature increase by 2100.

• Below 2°C temperature trajectories require tackling high

emitting industries decarbonization. It is a matter of

magnitude, scale & absolute emissions.

• The bulk of “brown companies” is unquestionably not

aligned with the Paris goals while accounting for the lion’s

share of emissions abatement potential.

• We therefore need to get investors’ portfolios & banks’

balance sheets “dirty”, incl. ESG/Sustainability-minded

ones, to clean up brown industries, in parallel of dramatically

growing the pool of pure green assets and activities.

• “Transition” is an entity-level concept. Thus, eligibility at

asset level is hard to determine. The existing EU Taxonomy of

sustainable activities (which is binary, an activity is either “in” or

“out”) defined greenness at activity level in a rather stringent

and aspirational manner (leading to risks of market niche).

• By contrast, a “shaded taxonomy” or intermediary levels (at

least a medium brown taxonomy) would enable tracking

gradual but consistent transition pathways. Significant harm

criteria are necessary.

• Entity-level forward looking & holistic financing

instruments are more suitable to tackle transition

(Sustainability-linked instruments with wide scope indicators

can offer a comprehensive picture of companies’ strategies).

• One walks the transition tightrope ahead: there is a balance

to find between “transition leniency”, which accommodates

minor improvements, and green ostracism, which excludes and

deters efforts.

• There is a need for guidelines, safeguards and dedicated

tools to decipher and steer transition strategies, and

thereupon design financial products with high integrity

(transparency & accountability).

Plea in favour of shaded approaches from “brown to green and in between” in 

coherence with our Green Weighting Factor tool 

Key takeaways of our series “Brown industries: the transition tightrope” 

The Platform on Sustainable Finance took stock of several market initiatives in its report on

Taxonomy extension. Our flagship series “Brown Industries: transition tightrope” is

quoted in appendices (pages 106, 108, 109), particularly our guidance on defining credible

transition indicators, our stance in favour of entity-level use of the transition notion, as

well as our preference for holistic KPI-linked financial products and instruments

Source: Brown industries: the transition tightrope, Natixis, April 2021

See the comparison with Natixis’ Green Weighting 

Factor in Section 6 of this study (slide 39). 

https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/220329-sustainable-finance-platform-finance-report-environmental-transition-taxonomy_en.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/11876/Brown_industries_the_transition_tightrope_full_version_Natixis_GSH.pdf
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Extended Taxonomy
A well-needed proposal answering several 

grievances and required changes
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Why should the EU Taxonomy be extended and how hard it is

Divergent opinions on Taxonomy loopholes calling for its refinement 
Heterogenous interests have loudly coalesced in calling for such extension, but any practical modality will hardly accommodate nonmatching

expectations (see table below). It is impossible to satisfy every stakeholder, the legislators should thus try not to antagonize key stakeholders.

1. Less “elitism” and need for 

“light green” criteria 

(more inclusiveness)

… More nuances arguing that the performance bar is too high. They request to add more achievable criteria set around “light green” 

performance levels. Significant contribution performance levels are overall ambitiously calibrated, reportedly in line with net neutrality 

pathways. Consequently, the bulk of carbon-intensive activities is often out of track and indistinctly apprehended.

Indeed, an activity very close to reaching the sustainability performance level set in the Taxonomy technical screening criteria and another 

one very far from it are equally treated. The entire classification is barely actionable to spur transition pathways for companies that are “in 

between” levels of performance.

2. Need for “brown” or “red” 

criteria defining significantly 

harmful activities and/or 

performance levels

… A definition of “medium brown” performance level to properly manage transition risks, incl. supervisory authorities. For being 

useful, such delineation should not overlap with exclusion policies. It should go beyond “dark brown activities” such as coal power 

generation or mining. But no one politically dares to complete the list and delineate such a “red space”. Companies operating in high 

emitting sectors will consider it as “stigmatizing” or “divisive”. Opportunities around decommission finance may help convince such 

opponents.

Five main grievances Market participants and stakeholders calling for…

3. Awarding enhancement 

pathways & dynamics rather 

than static and “out of the 

blue” point in time 

performances

… Pathways and dynamics aspect to be better awarded. But forward-looking criteria often open a Pandora Box in terms of external 

verification, risks of investors misleading, changing criteria over time colliding with initial performance pathways improvement, etc.

4. Enhancing the classification 

scheme usability at entity-level 

on top of activity-level 

provisions

… A better usability of the Taxonomy at entity-level. Factoring performance up-notching or down-notching is more meaningful at entity 

level. Asset or product are hardly upgradable (one exception being building).  In contrast, mix of sold products or services can evolve.

5. Improving the simplicity and 

usability of the overall 

classification scheme

… More simplicity. In its current design, the Taxonomy is already heavily criticized for its use complexity. 

However, there is no way to extend it and make it more granular without adding a bit of complication.
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Welcome extension avenues requiring clarifications and arbitrages

What the Platform proposes in a nutshell 

• The current Taxonomy is indeed too static and binary and incidentally “too

elitist” as only fully green activities are aligned with the classification;

• The Platform’s proposals would allow more inclusiveness, while preventing

transition washing;

• Defining the red space is relevant, especially for non-exclusion or divestment

purposes. Decommissioning or urgent transition financing are welcome;

• Recommendations are timely and meaningful but unlikely to be politically

endorsed (several years legislative fight to formalize SH performance levels,

which can be perceived as an “exit signal”);

• Explicit nuances are necessary within the “red space” (activities that must be

decommissioned, the ones that urgently need to transition, and the ones that are

“simply” failing on the DNSH criteria).

Summarizing Natixis GSH’s opinion

Explicitly introduce additional 

performance levels

“Reuse” the DNSH criteria whenever 

possible to define SH threshold

Reward changes from a performance 

level to another and track dynamics

• Such shift must be “constant”

(requiring to continuously staying

out of the red zone);

• The boundaries of the red zone are

tightening over time (“falling

curves”).

• “Amber” for intermediary

performance (IP);

• “Red” for significant harm (SH);

• “Urgent exit” recognition paving the

way to decommissioning finance.

Partial breaks/deviation with pure 

activity-level canvas of assessment

• Erratic back-and-forth between

asset, activity and entity-levels,

entity-level move inescapably

increases complexity.

Unsolved pending aspects

➢ Extra work required for inapplicable and qualitative DNSH (or the ones simply

built on the respect of environmental or social laws).

➢ Performance up-notching: should it be backward and/or forward-looking?

➢ “Intents enforcement” and verification safeguards : need for

accountability/opposability rules (third-parties’ roles and responsibility).

➢ “Transition plan” blurriness (CSRD, EUGBS): must it be completed, simply

announced, or already started?

➢ Lack of “breakthrough” examples defining activities technologically “doomed”

(with no possibility of adequately improving their environmental performance).

Next steps 

Do not wait for unpredictable 

legislative procedures to test the 

suggested concepts

Rapid phasing in (as rapid as 

possible), and a voluntary reporting

• Thresholds: 270 gCO2/kWh; lower

than 0,816 tCO2 per ton of grey

cement clinker; etc.
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01
Relevant extension avenues  
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Limits & risks of the current classification system 

13 Source: Final report on Taxonomy extension, Platform on Sustainable Finance, March 2022, available here.

Too elitist and binary to spur universal use

Figure 1 - Existing Green Taxonomy

All activities in the real economy 

Activities listed in 

Delegated Act All other activities

Non-aligned activities Non-covered activities

Taxonomy aligned activities

SC 

threshold 

criteria

BOX A

Only “green” activities listed in Delegated 

Act, meeting substantial contribution 

criteria and not failing Do No Significant 

Harm and Minimum Social Safeguards 

can be reported as taxonomy-aligned

BOX B

All non-aligned activities are 

lumped together, irrespective of 

their impact on environmental 

objectives

A

A

A

B C D

B

B

C D

E D

Site/Project/Activity/Investments 

that is Taxonomy-aligned 
Site/Project/Activity/Investments that 

is not Taxonomy-aligned 

Activities A-D could represent production sites for the same non-financial corporate 

or different investments within a financial corporate’s portfolio or product

2020

2035

2050

Shortcomings of the current “Green” Taxonomy

Shaded transition approaches are necessary

Nuances are necessary in sync with holistic analytical frameworks to address the lack of

clarity surrounding what is considered “not green” by:

1. Risks of “green bubble” as there will be a scarcity of Taxonomy-aligned assets, inflating 

their value;

2. Activities that are not “green” are not necessarily unsustainable but are erroneously 

interpreted as such;

3. The Taxonomy design does not give sufficient recognition to the transition “towards”

more sustainable business models;

4. The entire classification is barely actionable to spur transition pathways for the bulk of

companies that are “in between” levels of performance;

5. Transition” is more an entity-level concept. Thus, eligibility at asset or facility level is

hard to determine.

1. Supporting companies and other entities in their transitions and transition planning;

2. Making transition finance more widely available without diluting incentives to “go green”;

3. Allowing granular transparency for all investors;

4. Identifying financing for harmful activities and potentially accompany their exiting

https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/220329-sustainable-finance-platform-finance-report-environmental-transition-taxonomy_en.pdf
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Figure 2 - Extension categories for economic activities and their performance levels

Significant 

contribution 

performance
?

All other 

activities

All activities in the real economy

Activities listed in 

Delegated Act 

Significant harm  

performance

(urgent decommissioning 

or exit needed)

Significant Harm  

performance

(urgent transition 

needed)DNSH 

threshold 

criteria

Activities listed as 

“always Significantly 

Harmful”Significant 

Contribution 

threshold 

criteria

Intermediate 

performance

?

Activities excluded 

as “always 

Significantly 

Harmful”

Prioritized activities 

with Delegated Act 

criteria for SC and 

DNSH

Activities to 

be included 

in Delegated 

Act in future

Activities 

that might 

be classified 

LenvI

Objectives pursued through a potential extension 

• Provide a fairer picture of the real economy with: (i) Low

Environmental Impact activities; (ii) activities that need to be

urgently decommissioned / exited to avoid significant harm; (iii)

activities that need urgent decision to start their transition and

(iv) activities in transition;

• Question technological possibilities and availability to

transition toward a future low-carbon, climate-resilient and

environmentally sustainable world;

• Include activities from all parts of the economy and from

all starting points of environmental performance to engage in

incremental improvements in climate performance over time;

• Recognize a need to support financing of activities as they

transition towards environmental sustainability over time;

• Increase the clarity surrounding all non-green activities in

portfolios can help focusing attention on the necessary

transitions that our economies are facing.

Source: Final report on Taxonomy extension, Platform on Sustainable Finance, March 2022

Towards a more dynamic and “nuanced” classification system 
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02
The introduction of more nuanced categories and 

transition performance levels within the existing

Taxonomy framework
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Intermediate performing (IP) economic activities

An economic activity shall qualify as having an intermediate

environmental performance level where that economic activity:

➔ The Platform set examples of activities such as renewable or

other power generation, heavy industry or transport sector

activities with environmental performance between the

substantial contribution and DNSH criteria.

➔ No concrete example of intermediate performance activity.

Significantly harmful (SH) economic 

activities 

in need of urgent transition

An economic activity shall qualify as requiring

urgent action to transition away from the level of

performance that is significantly harmful to

environmental objectives when that economic

activity:

a) does not significantly harm any of the environmental

objectives;

b) does comply with technical screening criteria that

have been established by the Commission;

c) does comply with social minimum safeguards.

a) does significant harm to any of the

environmental objectives;

b) does not comply with technical

screening criteria that have been

established by the Commission.

Set definitions and associated disclosures for the new performance categories 

Always Significantly harmful (SH) 

economic activities 

in need of urgent 

decommissioning or exit 

An economic activity shall qualify as

requiring urgent decommissioning or

exit action where that economic activity:

a) cannot be improved to avoid

significant harm and will

therefore remain always

significantly harmful (ASH)

• The current Taxonomy framework already technically defines three levels of performance for each objective: green and sustainable, significantly harmful

and the subsequent intermediate level (by default).

• However, the current Regulation is not intended to define any category of activity other than “environmentally sustainable”, what the Extended Taxonomy

is designed for with intermediate performing activities, significantly harmful activities and always significantly harmful activities.

• The Commission still has to identify further economic activities with no technological possibility of improving their environmental performance.
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Whole activity own performance

Ex: “operation of …”, ” Manufacture of …”

Only Substantial Contribution can count turnover

Significant 

Harm (SH)

Intermediate 

Performance 

(IP)

Substantial 

Contribution 

(SC)

Transition (Investment) activity

Ex: “Renewal of …”, “Renovation of..”)

Capex can count for:

Existing Taxonomy

as part of single activity-specific 

investment plan to meet TSC

Extended Taxonomy

“Intermediate transition”

With robust activity- and entity-specific 

plan for transition and continuing to 

improve

Figure 4 - Examples of changes across different performance levels 

Introducing new performance levels and a dynamic tracking of shifts 

• By suggesting to formalize a multi-level system the Platform acknowledges changes from a performance level to another and allow a dynamic tracking.

• However, the existing implicit three performance levels were not set to work in a dynamic space and most of DNSH criteria are not designed to be dynamic but

rather positive or negative. Therefore, they will have to be reshaped.

• The red zone boundaries are tightening over time which will require issuers to maintain improvement over time (“falling curves” according to the Platform).

Source: Final report on Taxonomy extension, Platform on Sustainable Finance, March 2022

Intermediate 

performance

DNSH 

threshold 

criteria

SC 

threshold 

criteria

Significant Harm  

performance

Significant 

contribution 

performance

Figure 3 – Distinction between levels
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Transition washing requires clarity around performance shifts claims  

There are major differences when considering a transition out of Significant Harm to Intermediate Performance as compared to a

transition to a significant contribution:

• Transition toward a Do No Significant Harm set at the level of compliance with existing legislation is considered only as

“stopping breaking the law”. Is moving from an illegal to a legal status should be addressed in the extended Taxonomy is still

under discussion;

• Getting out of an SH space should be rewarded not as sufficient transition but minimum transition;

• Getting out of an SH space will need continuous improvement to lower the risk of “falling back” into an SH space that might

occur as the DNSH/SH criteria tighten;

• Some DNSH are set to represent a substantial shift. Ex: biodiversity DNSH is to avoid doing irreversible harm to biodiversity and

ecosystems;

• Encouraging activity-based transition plans which aim to move on to SC performance as soon as that is technically and

economically feasible;

• An extended Taxonomy would entitle companies to explain why some of their activities cannot reach SC performance in

activity-specific intermediate transition investments.

Since no compulsory reporting of activities doing significant harm under the Taxonomy is required of companies or public entities, guidance

on how to use concepts and performance criteria in the existing green Taxonomy could be useful. It would provide de facto ways of

describing transition finance other than green, thereby supporting transparency and the development of robust activity-based transition plans

and entity-level strategies.
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Figure 5 - Example of intermediate transition on multiple environmental objectives

Significant Harm Intermediate Performance Substantial Contribution

Change Mitigation

Climate Adaptation

Pollution Prevention

Circular Economy 

Biodiversity

Water and marine resources

DNSH threshold SC threshold

Performance at start 

of investment

Performance at end of 

investment

An intermediate (or “amber”) transition is conditioned to:

1. The activity meets all DNSH criteria at the end of the

investment period;

2. The activity meets all minimum social safeguards at

the end of the investment period.

Significant Harm Intermediate Performance Substantial Contribution

Change Mitigation

Climate Adaptation

Pollution Prevention

Circular Economy 

Biodiversity

Water and marine resources

DNSH threshold SC threshold

Performance at start 

of investment

Performance at end of 

investment

To have a significant contribution, an activity must:

1. Transition to Significant Contribution (SC) for an

environmental objective at the end of the investment

period;

2. Transition out from Significant Harm (SH) for any of

the other five environmental objectives at the end of

the investment period.

Figure 6 - Example of a transition to a substantial contribution for one environmental objective and an 

intermediate transition to others

Source: Final report on Taxonomy extension, Platform on Sustainable Finance, March 2022

All 6 objectives have to be transitioned to claim a level of performance
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Figure 7 - Perspective of the transition of the performance level of the activity 

tCO2 

or other 

quantifiable 

environmental 

objective

Ex: non-recycled 

input

Source: Final report on Taxonomy extension, Platform on Sustainable Finance, March 2022

Curve shown is for environmental objective with a smooth reduction in environmental impact to 

zero/ very low level by 2050. Other objectives would have different shaped diagrams

Critical aspects

• DNSH and SC criteria should be evolving over time to

become more and more stringent giving time to companies to

invest in their transition plan.

• Criteria to be reviewed every three-to-five years to lower the

threshold depending on technologies improvement.

• Falling curve is drawn from the perspective of the transition of

the performance level of the activity.

• This type of “falling curve” should be incorporated into the

transition plan of the entity carrying out that activity.

• Addressing grandfathering issues around financial products

or instruments that include investments in these activities would

be relevant for amber finance in an extended taxonomy

framework.

• Not all sectors would follow the same curves, or series of

steps, as some have low-carbon technologies already available

at scale, and others do not.

• Certain groups of economic activities, where low-carbon

alternatives are available (notion of substitute/alternative), may

need to reach net zero earlier than 2050.

Point W transitions to the intermediate space (to point T) thanks to an “amber” transition plan

When reaching T, there is the need to keep improving (with another “amber” transition plan) in order

to stay in the same intermediate space and not to fall back into the red area

At point X, it needs to keep improving in order to reach T and beyond (by means of an “amber”

transition plan) to stay in the IP space and not to move into the SH space (red area)

How does it work? What implications?
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Features of an 

improvement target 

• The environmental performance must be based on technical screening criteria defined in the Taxonomy Delegated Acts defining DNSH. 

• An activity baseline level and target performance level. 

• A timeline with a clear target when the activity-based investment will reach the desired intermediate environmental performance level. For 

activity-specific capex, this is generally not more than five years but could be extended up to 10 years, depending on the nature of the planned 

investments.

• Establish that the capex leads to the improvement of the economic activity to the intermediate performance level and in addition links back 

to the company’s entity-level transition plan;

• For dynamic criteria (i.e. technical screening criteria that have an improvement trajectory, such as for GHG emissions that are expected to trend 

towards zero), there must be a plan over time to stay in the intermediate space, avoiding significant harm. Importantly, the plan should 

also justify why the current intermediate transition investment cannot reach a Significant Contribution (SC) directly. 

Governance: 

endorsement & 

verification 

• The activity-specific intermediate capex plan needs to have been validated by the non-financial undertaking’s administrative body or 

another corporate function to which such approval has been formally delegated.

• It needs to be supported by independent assurance or verification, if possible, as part of the assurance process of financial filings. However, 

dedicated third-party verification may also be used as is common market practice for green bonds.

Transparency & 

reporting 

• It needs to be at least partly publicly disclosed (if possible, in mainstream financing filings) as part of a longer-term entity-level transition plan. 

• Disclosure of information from the intermediate capex plan should be at a level necessary to assess the credibility of the plan while not 

releasing any commercially sensitive or business-sensitive information. 

• The verifier needs to confirm it has seen enough additional information to confirm that targets can be reached.

• Disclose progress & any deviations annually during the investment period.

Table 4 - Requirements of a robust intermediate transition plan 

Source: Final report on Taxonomy extension, Platform on Sustainable Finance, March 2022

Information about the investment’s environmental performance improvement
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03
Review of the definitional challenges posed by the 

creation of a significant harm category 
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SC performance

SH performance

(urgent 

decommissioning or 

exit needed)DNSH 

threshold 

criteria

Activities listed as 

“always SH”
SC 

threshold 

criteria

Intermediate 

performance

BOX 1 BOX 2

In our view, defining the red space is of utmost relevance, especially for non-

exclusion or divestment purposes.

In the current Platform’s proposal :

• Economic activities failing DNSH criteria and those for which no technological

possibility of improving their environmental performance exists are jointly

considered as significantly harming the relevant environmental objective, and equally

in need of an urgent transition away from these activities or these performance levels;

• The significant harm performance level might be perceived as an “exit signal” (this is

somehow one) and will be fiercely opposed by economic and political lobbies.

• Explicit nuances are necessary within the “red space” to handle differently the several

types of SH activities, we suggest to differentiate:

• Need to formalize red/significant harm performance levels.

SH performance

(urgent transition 

needed)

Source: Final report on Taxonomy extension, Platform on Sustainable Finance, March 2022

Figure 8 – Red space key differences

Making further distinction within the “red zone”

Activities that must be decommissioned

Activities that urgently need to transition

Activities that are “simply” failing on the DNSH criteria
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• Public and private actors can make appropriate plans

to address the social consequences of the closure

(or shut down / decommissioning / stopping / disposal,

depending on the type of activity) of such Significant

Harm (SH) activities.

• Such transition strategies including decommissioning /

closure must comply with minimum social

safeguards and the “potential” future social

taxonomy (see our article on the Social Taxonomy)

and must in parallel also carefully consider “Fair

Transition-type” measures (see Fair Transition).

• Capex to make the closure of Always Significantly

harmful Activities should be classified as Green due

to their high environmental benefits.

• The Platform recommends developing technical screening criteria for potential “decommissioning/closure of…”, as well as for other activities for which no

technological possibility of improving their environmental performance to avoid significant harm exists.

• It should be noted that whilst respecting the “Polluter Pays Principle”, it may be possible to add “decommissioning of…” in the next Delegated Act, similar to

activities such as “Renovation of…” or “Renewal of…”.

Identifying and developing criteria for activities that have no technological possibility of transitioning away from a Significantly Harmful performance level is

necessary and would pave the way to decommissioning finance.

Develop criteria for activities that have no transitional possibility

Significant harm definitions in the current Taxonomy Regulation1

SH to climate change mitigation if it leads to 

significant GHG emissions

SH to climate change adaptation if it leads to an 

increased adverse impact of the current and future 

climate on the activity, people, nature or assets

SH to the protection of water if it is detrimental to the 

good status or the good ecological potential of bodies 

of water

SH to the circular economy if it leads to significant

inefficiencies in the use of materials or in the direct or 

indirect use of natural resources, or if it significantly increases 

the generation, incineration or disposal of waste

SH to pollution prevention if it leads to a significant 

increase in emissions of pollutants into air, water or 

land

SH to biodiversity and ecosystems if it is significantly 

detrimental to the good condition and resilience of 

ecosystems, or detrimental to the conservation status 

of habitats and species

1 Article 17 of the Taxonomy Regulation defines “significant harm” for the six environmental objectives covered by the Taxonomy Regulation.

https://gsh.cib.natixis.com/our-center-of-expertise/articles/eu-social-taxonomy-proposal-simpler-and-meaningful-but-half-way-through
https://gsh.cib.natixis.com/our-center-of-expertise/articles/a-growing-momentum-for-fair-transition-finance
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32020R0852&from=FR
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The Platform only identified four activities falling into such category 

Power generation from solid fossil fuels

Thermal coal mining & peat extraction

Construction of new housing in extreme high-risk flood areas

Activities destroying ecosystems with high biodiversity value

Climate change mitigation

Climate change mitigation

Climate change adaptation

Protection and restoration of biodiversity and ecosystems

ALWAYS SIGNIFICANTLY HARMFUL ACTIVITIES MENTIONED ENVIRONMENTAL OBJECTIVE HARMED

The current Article 19 (3) of the Taxonomy Regulation identifies only one activity which must always be excluded from the classification: “power generation from

solid fossil fuels”. The Platform proposes to recognize other economic activities without technological possibility of improving their environmental

performance in order to avoid significant harm (“Always Significantly Harmful’ activities”).

• The Always Significantly Harmful criteria could be applied either at activity-level, or at asset-level.

Nonetheless, performance improvement is not always possible at all the levels, some assets cannot be upgraded as their characteristics are “locked by design”.

• Conversely, complex manufacturing facilities can undergo performance enhancement. Meanwhile, a mix of sales or products at entity-level can also progress.

Indeed, the thresholds cannot be average performances (e.g., for car sales, the average emission of total vehicles sold is not considered, sales must be split per

tranche of vehicles with specific performances).

• In the case of transport by motorbikes, passenger cars and light commercial vehicles, the asset-level thus appears to be very relevant.

Any vehicles of categories M1 which fails the DNSH threshold defined (95gCO2/km) could be considered as an always significantly harmful asset.

The report Net zero by 2050 mentions

halting sales of new internal

combustion engine passenger cars by

2035, and phasing out all unabated coal

and oil power plants by 2040. As of

2021, no new oil and gas fields approved

for development and no new coal mines,

or mine extensions are required.

In the November 2021

Glasgow Climate Pact,

countries have agreed

to phase down coal-

fired power.

Examples of scientific reports to identify some “always significantly harmful activities”

In its reports, the IPCC sets out many

advices (see more in annex A):

• Large scale irrigation can alter

temperature and precipitation

pattern;

• Halt degradation of forest;

• Stop intensive farming.

► This is highly

hypothetical that the

European Commission

would want to launch a

several years of

legislative fight to

formalize red/significant

harm performance levels.

https://iea.blob.core.windows.net/assets/deebef5d-0c34-4539-9d0c-10b13d840027/NetZeroby2050-ARoadmapfortheGlobalEnergySector_CORR.pdf
https://ukcop26.org/wp-content/uploads/2021/11/COP26-Presidency-Outcomes-The-Climate-Pact.pdf
https://www.ipcc.ch/report/ar6/wg2/downloads/report/IPCC_AR6_WGII_SummaryForPolicymakers.pdf
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An in-depth look into significantly harmful activities and their life-cycles

• Substitutability:  whether low-carbon alternative technologies/services are available;

• Reusability or recyclability: whether the activity or product could be reused, repurposed or

recycled;

• Carbon lock-in: related to the lifespan of the assets/activities and their reversibility.

• Ubiquity & pervasiveness: whether the product or activity surrounds daily life;

• End-use: the activity or product may help to fulfill basic services such as heating, lighting,

clean water, by contrast with leisure purpose such as international tourism (the Social

Taxonomy Report can provide guidance to identify such activities, see our article EU Social
Taxonomy Proposal: simpler and meaningful but half-way through);

• Access fairness & affordability: whether the activity or product is only accessible to a

minority of the population (often the richest, for instance, air transportation);

• Demand trends: consumption dynamics intertwined with other socio-economic aspects

(lifestyles, cultural identity, symbolic, and social preferences).

i)Technical criteria to sort out activities that must urgently transition

ii) Social criteria to take into account when framing activities exit 

In April 2021, Natixis GSH presented its approach for tackling brown industries’ transition in its Series “Brown industries: the Transition Tightrope”* and proposed

criteria to identify replaceable/irreplaceable activities, based on technical but also social criteria.

More irreplaceable activities(at least on the short-term)  

More replaceable activities (with available substitutes)

* Source: Natixis Green & Sustainable Hub, “Brown industries: the Transition Tightrope”, report, April 2021, available here.

https://gsh.cib.natixis.com/our-center-of-expertise/articles/eu-social-taxonomy-proposal-simpler-and-meaningful-but-half-way-through
https://gsh.cib.natixis.com/api-website-feature/files/download/11876/Brown_industries_the_transition_tightrope_full_version_Natixis_GSH.pdf
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Transition fairness is acute for activities that need to be phased out

Change activity and/or business model by divesting or disengaging from some activities (e.g., 

coal), with two alternatives unequally beneficial for climate change:  asset disposal/sale vs. 

assets decommissioning

Decarbonize core and hard-to-abate activities’ GHG emissions, with greater efficiency, 

new process, technologies or raw materials/feedstocks changes. It involves dedicated 

investments in new assets/equipment, process reshuffling as well as dedicated R&D and 

often ad hoc HR/skills management

Selling materials, products or services that enable the transition of other sectors or 

companies and help them to decarbonize (e.g., lithium mining company, wind turbines 

manufacturers, advanced biofuel producers for aviation)

“Compensate” residual emissions with carbon dioxide removal solutions by deliberate 

human activities (e.g., Carbon Capture Sequestration, reforestation), in addition to the removal 

that would occur via natural carbon cycle processes 

Act on activity-mix by increasing the share of “pure” green ones (renewables), with different 

avenues: organic diversification, external growth (diversification through acquisitions) or 

spin-off  

Outbound decarbonization

”greening by” 

Self- decarbonization

“greening of”

Quit/exit 

(pivotal shift)

Diversify 

Deep decarbonize

Offset

Low-carbon 

solutions

The quit/exit lever has the highest potential 

negative social consequences. It is the most 

radical and abrupt level & could lead to job 

destruction or energy poverty for low-income 

households 

The diversify and “greening by” levers can 

also have some impacts related to the 

necessary evolution/revolution of skills and 

habits linked to new technologies and solutions

The Platform highlights that unsustainable and always Significantly Harmful activities, where urgent and managed exit/decommissioning is required, should be

prioritized for Taxonomy-recognized transition investment as part of a decommissioning plan with a Fair Transition effort.

https://gsh.cib.natixis.com/api-website-feature/files/download/11876/Brown_industries_the_transition_tightrope_full_version_Natixis_GSH.pdf
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04
The Platform suggests to use DNSH criteria, whenever

possible, to define significant harm performance level
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• The need to extend the DNSH criteria as level of performance might be complex for some objectives, especially when they lack quantitative measures.

• DNSH criteria have to be updated frequently to lower existing threshold based on technologies improvement and environmental emergency.

• The period of 3 to 5 year suggested by the Platform seems in line with the current 3 years period to reassess Transition Activities included in the 1st DA.

MAIN LIMITS OF THE CURRENT DNSH CRITERIA

1. DNSH may not have been set because it was deemed unnecessary in the green Taxonomy.

Ex: average water leakage rate in a water supply system for DNSH to climate change mitigation.

2. DNSH may create interpretation challenges due to legally undefined terms.

Ex: pollution prevention and control objective using legally unclear terms, such as referring to

“essential” uses or “substances of concern”, or the DNSH criteria for the circular economy objective

which use unquantifiable expressions such as references to “minimising” damage.

3. Some DNSH may create usability and ambition-level challenges.

Ex: DNSH criteria for the biodiversity do not provide specific thresholds nor concrete measures will

be challenging when aiming to define SH activities.

4. The assessment of some technical screening criteria for DNSH may be challenging in territories

outside the EU when referring to EU legislation.

5. Existing DNSH may not function as a stand-alone SH criterion.

Ex: “the adaptation measures should not…”.

1

2

34

5
Reassessment 

of the DNSH 

criteria for an 

extended 

Taxonomy 

Not set to work in a dynamic space

The Platform recommends to perform a technical assessment regarding the formulation of DNSH criteria in Delegated Acts for supporting the interpretation of 

the three performance levels embedded in the current Taxonomy framework. This includes the identification of significantly harmful activities that need 

robust transition plans — towards either intermediate or substantial contribution performance levels. Performing such assessment shall be a lengthy task. 
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Name Example Assessment Natixis’ Comment

Second threshold 
Climate change mitigation: “The direct GHG emissions of the activity are lower than 270 g 

CO2e/kWh”.
Quantitative

Best option available 

but might be complex 

to generalise

Process Measure

Ecosystems: “Where relevant, maintenance of vegetation along road transport infrastructure 

ensures that invasive species do not spread. Mitigation measures have been implemented to 

avoid wildlife collisions”.

Quantitative & 

Qualitative

A strict mitigation plan 

should be in place and 

monitored

International Standards & 

EU Legislation

Pollution: “Measures in place to minimize toxicity of anti-fouling paint and biocides as 

regulated in the Biocidal Products Regulation: (EU) 528/2012, which implements (in the EU) 

the International Convention on the Control of Harmful Anti-fouling Systems on Ships”.

Quantitative & 

Qualitative

Comply with 

international & EU 

standards is a 

minimum. Company’s 

reporting should be 

carefully assessed to 

evaluate potential risk 

of breach.

EU only 

Legislation

D1.1 EU 

Regulation

D1.2 EU 

Directive

Pollution: “The activity complies with Regulation (EU) 2019/1009 or national rules on fertilizers 

or soil improvers for agricultural use”. 

Ecosystems: “An Environmental Impact Assessment (EIA) or screening has been completed 

in accordance with Directive 2011/92/EU”.

Quantitative & 

Qualitative

Non-assessable ambition Circular Economy: “Peat extraction is minimized”.
Not possible as it 

stands 

Not possible to 

precisely assess and 

monitor

Table 1- DNSH criteria can take different forms 

Source: Final report on Taxonomy extension, Platform on Sustainable Finance, March 2022

• Criteria setting quantitative performance levels or generic process levels can work both for screening out as DNSH and for screening in as SH.

• A minimum DNSH level should be set, for the criteria to become operationalizable

• Any criteria subject to potential interpretation should be dismissed to avoid subjectivity and discrepant interpretations.

• Complying with the legislation is binary (abiding by it or not, it is rare for norms to set specific different levels of breaches or respect).

As such, intermediate performance cannot be monitored.

A wide range of assessment with their inherent issues
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Build on the current EU Taxonomy framework

Sector Activity Substantial Contribution criteria Reusable Existing Do No Significant Harm criteria

Manufacturing

Manufacture 

of cement

• Grey cement clinker, lower than 0,722 tCO2e per ton of grey 

cement clinker

• Cement from grey clinker or alternative hydraulic binder, lower than 

0,469 tCO2e per tonne of cement or alternative binder 

manufactured.

• Grey cement clinker, lower than 0.816 tCO2e per tonne of grey 

cement clinker

• Cement from grey clinker or alternative hydraulic binder, lower 

than 0.530 tCO2e per tonne of cement or alternative binder 

manufactured.

Manufacture 

of aluminium

Primary aluminium where the economic activity complies with two of the 

following criteria until 2025 and with all of the following after 2025:

• the GHG emissions do not exceed 1,484 tCO2e per ton of 

aluminium manufactured

• the average carbon intensity for the indirect GHG emissions does 

not exceed 100g CO2e/kWh

• the electricity consumption for the manufacturing process does not 

exceed 15.5 MWh/t Al

Primary aluminium where the economic activity complies with two of 

the following criteria until 2025 and with all of the criteria after 2025:

• the GHG emissions do not exceed 1,604 tCO2e per ton of 

aluminium manufactured

• the indirect GHG emissions do not exceed 270g CO2e/kWh

• the electricity consumption for the manufacturing process does 

not exceed 15.5 MWh/t Al

Energy
Electricity 

generation 
Life-cycle GHG emissions are lower than 100gCO2e/kWh. The direct GHG emissions are lower than 270gCO2e/kWh.

Transport

Transport by 

motorbikes, 

passenger 

cars and light 

commercial 

vehicles

For vehicles of category M1 and N1:

• until 31 December 2025, specific emissions of CO2 are lower than 

50gCO2/km

• from 1 January 2026, specific emissions of CO2 are zero

For vehicles of categories M1 and N1, specific emissions of CO2 are 

not higher than the fleet-wide CO2 emissions targets; The fleet-wide 

CO2 emissions target values to be considered are:

• until 31 December 2024: 95 gCO2/km for vehicles of category 

M1 and 147 gCO2/km for vehicles of category N1

Real Estate

Acquisition 

and 

ownership of 

buildings

For buildings built before 31 December 2020, the building has at least 

an Energy Performance Certificate class A. As an alternative, the 

building is within the top 15% of the national or regional building stock

For buildings built before 31 December 2020, the building has at 

least an Energy Performance Certificate (EPC) class C. As an 

alternative, the building is within the top 30% of the national or 

regional building stock

Table 2 - Example of existing criteria developed in the Climate Delegated Acts allowing to monitor the transition

Source: EU Taxonomy – Climate Change Adaptation and Mitigation Delegated Acts

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=PI_COM:C(2021)2800
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05
Ad hoc labeled financing proposals reflecting 

performance levels changes (e.g., European Red-

to-amber or Amber-to-Amber Transition Bonds) 
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Unlike classic green use-of-proceeds, assets financed through EITB would need to be carefully monitored during their entire life-cycle to be sure they do not

fall back to the Significant Harm space.

One imagines debt or equity instruments financing expenditures which improve performance into the intermediate performance space;

The structure of a Green Bond can be applied on assets where the improvement leads to intermediate performance and as a result be called an

“intermediate transition bond” or “amber transition bond”, using similar governance structure and transparency requirements;

Potential creation of a “European intermediate transition bond (EITB) standard” to finance investments in activities that improve their environmental

performance without reaching the substantial contribution supplementing the EU Green Bond Standard:

• European intermediate transition bond (EITB) – Red to Amber: Transition from Significant Harm (SH) to Intermediate Performance (IP);

• European intermediate transition bond (EITB) – Amber to Amber: Transition within the Intermediary Performance (IP).

A revised set of applicable DNSH criteria, that can be used to assess intermediate performance, will be particularly relevant for financial instruments

and products with more flexibility, such as sustainability-linked bonds and sustainability-linked loans. The DNSH threshold, if revised as proposed in

this report, will serve as a benchmark for adequate/ambitious-enough improvements for a specific activity;

An extended Taxonomy would work well with both Use-of-Proceeds and Sustainability-Linked financing. It could potentially be called Intermediate

Transition or Amber bonds/loans.

The current logic applied for green financing can be transposed: 

Build on the current framework to develop new funding instruments



C1 - Public Natixis

C1 - Public Natixis

UoP and general corporate purpose transition finance

34

A B C1 DC2 E

A B D E

Activity based 

taxonomy aligned 

transition

Activity based 

intermediate 

transition

Green CAPEX

Stop doing

SH activity

(decommissioning)

A B D1 ED2

Intermediate Transition while 

continuing to improve

Site/ project/ activity/ 

investments that 

Substantially 

Contributes (SC)

Site/ project/ activity/ 

investments with 

Intermediate 

Performance between 

SH and SC

Site/ project/ activity/ 

investments that is 

Significantly 

Harmful (SH) 

Site/ project/ activity/ 

investments with Low 

Environmental 

Impact (LEI) 

15% 15% 40% 30%

40% 30% 0% 30%

60% 10% 0% 30%

Share of green 

activities

Share of amber 

activities

Share of SH 

activities

Share of LEI 

activities

Activity Level Entity Level

Use-of-Proceeds approach 

Asset level

Performance based approach 

Entity level1 2

Money invested to improve performance of activity D moving from 

red to amber space.

The extended Taxonomy helps to visualize and define context for 

setting criteria for intermediate transition as eligible investments.

Money invested according to company strategy.

The extended Taxonomy helps to visualize and define the strategic 

plan for the company. KPI and target can be linked to improvement 

on the activity level and/or improvement on the entity level.

1
2

Figure 9 - Practical application of the extended Taxonomy concept to an “amber” or “intermediate transition” instrument 

Source: Final report on Taxonomy extension, Platform on Sustainable Finance, March 2022

Provide financing of intermediate transition capex
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Intermediate

Performance (amber)

space

Significant

Contribution (green)

space

Significant Harm

(red) space

2040-20502030-20402022-2030

Strategy – CO2 reduction

Gradual improvements in 

the blast furnace-route over 

time (biomass reductants, 

CCU projects, increasing 

scrap ratio, injection of 

natural gas)

Taxonomy 

progress

Plants are 

initially 

considered as 

“significantly 

harmful”

Potential financial instruments

• European amber transition bond 

with KPI-linked mechanism 

(performance up notching from SH 

to IP) with CO2 emissions reduction 

targets

• Use-of-Proceeds European amber 

transition bond (from SH to IP) to 

fund CCU projects

Strategy – Near-zero 

carbon steel industry

A final technology shift is 

introduced to achieve near-

zero carbon steel making

Taxonomy 

progress

Investments/capex 

are Taxonomy 

aligned

Potential 

financial 

instruments

EU Green 

Bonds

Strategy – Full decarbonisation 

possible

Investing in a decarbonized 

ironmaking technology (electric 

arc furnace [EAF], direct-reduced 

iron [DRI] technology in 

combination with EAF by DRI 

produced with natural gas/green 

hydrogen)

Taxonomy 

progress

Plants are 

considered in 

intermediate 

transition

Potential financial 

instruments

• European amber to 

amber bond 

(maintaining 

performance within 

IP)

• EU green bonds 

(from IP to SC)

From Significant Harm to Intermediate Performance

Within Intermediate Performance 

From Intermediate Performance to Significant Contribution

Chart: Performance thresholds tightening over time 

and technical avenues to move among them

Source: Authors, based on final report on Taxonomy extension, Platform on Sustainable Finance, March 2022

Example of European steel company’s performance move from SH to SC  
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What a Taxonomy entity-level disclosure could look like

35%

25%

15%

25%

Climate change mitigation

LEnvI IP SH Green

Number of eligible activities: XXX

% of eligible revenues: 25%

50%

20%

10%

20%

Climate change adaptation

LEnvI IP SH Green

Number of eligible activities: XXX

% of eligible revenues: 20%

20%

40%10%

30%

Pollution prevention & control

LEnvI IP SH Green

Number of eligible activities: XXX

% of eligible revenues: 30%

70%

10%

10%

10%

Sustainable use & protection 
of water & marine resources

LEnvI IP SH Green

Number of eligible activities: XXX

% of eligible revenues: 10%

15%

35%

15%

35%

Transition to a circular 
economy

LEnvI IP SH Green

Number of eligible activities: XXX

% of eligible revenues: 35%

60%15%

15%

10%

Protection & restoration of 
biodiversity & ecosystems

LEnvI IP SH Green

Number of eligible activities: XXX

% of eligible revenues: 10%

Company’s operations 

analysis through the 

Taxonomy lenses

• For each of the environmental

objective, all the activities

operated by a company can be

split between the different

performance-level / shades of

the European Taxonomy

(green, amber, red and blue).

• Then, for each objective, it

would be insightful to report:

✓ The number of company’s

eligible activities with their

subsequent NACE codes;

✓ The percentage of company’s

eligible revenues.

LEnvI: Low Environmental Impact IP: Intermediate Performance SH: Significantly Harmful Green: Green category 
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Activity-specific expenditure or capex (and relevant opex) plans to improve environmental performance are generally set in the context of entity-level transition 

plans.

The activity-specific intermediate capex plan should relate to:

1. The entity’s long-term and interim targets for the environmental objective based on relevant science-based trajectories or scenarios or any 

breakdown of EU environmental goals, where applicable;

2. The entity’s long-term plan to reach the entity-level targets while not releasing any commercially sensitive or business-sensitive information. 

Element of the activity-specific 

intermediate transition plan
Intermediate transition (from SH to IP) Green transition (from anywhere to SC)

Improvement target Yes Yes

Improvement from SH to IP Yes No

Validation Yes (Article 8) Yes (Article 8)

Transparency Yes (Article 8) Yes (Article 8)

Part of entity-level transition plan Yes No

Table 5 – example of a capex plan disclosure 

Source: Final report on Taxonomy extension, Platform on Sustainable Finance, March 2022

Putting specific investment in the context of the entity-level transition plan
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Natixis’ Green Weighting Factor vs. Extended Taxo.
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What is it? 

The Green Weighting Factor is an internal mechanism

that links analytical capital allocation to the degree of

climate and environmental performance of each

financing

• The Green Weighting Factor is a tool built on investment level criteria (color-code) feeding

a whole system of incentives and target setting. Natixis’ aim is to set its financing on a

trajectory consistent with the objectives of the Paris Agreement on climate change.

• The GWF is built on sectorial decision trees* (sort of taxonomies) evaluating the

environmental impact of a specific object being financed through specific closed questions.

• The GWF is divided into two parts – the ‘dedicated purpose’ – meaning that Natixis CIB

knows what is funded (asset / project financing), and the ‘general purpose funding’ –

aiming at financing the general corporate use of a company.

• For general purpose deals, a color rating is attributed to each client. It is based on carbon

intensity (scope 1 to 3, and avoided emissions) as well as a forward-looking evaluation

of the company’s climate strategy. It puts the investment in the context of the entity-level

transition plan as presented in the Extended Taxonomy proposal (5.7.2).

• The GWF is a 7-scale color rating unlike the “3 implicit scale” of the EU Taxonomy. If

such granularity cannot be implemented in the revised Taxonomy Framework, considering

to separate Always Significantly Harmful activities and the ones requiring an urgent

transition would make sense.

• In the GWF, the evaluation starts with a color rating reflecting the absolute climate

impact of the specific sector, and that gets adjusted according to the specifics of the

actual asset, such as location, technology choices, impact mitigation and other material

environmental externalities (decision tree).

• Decision trees are a bonus/malus system, climate change centric adjusted by most

material environmental externalities: biodiversity, water, pollution, waste unlike the

Taxonomy which assess activities against each objective.

• The GWF is not a go/no-go decision process. All activities are eligible however the most

polluting are strongly penalized in their capital allocation.

What purpose? 

The Green Weighting Factor was designed to actively

manage and steer Natixis CIB origination & balance

sheet’s transition with a long-term objective: align the

climate trajectory of Natixis’ balance sheet with Paris

Agreement objectives (+1.5°C trajectory)

Why it matters? 

It is a unique innovation, fully integrated into the bank’s

internal credit processes and IT system as a

mandatory & systematic step ahead of credit decisions.

It representing an unprecedented management tool to

further enhance our strategic dialogue with clients.

Analysis compared to the extended taxonomy

*Today the GWF is made of 49 individual set of criteria per activity for dedicated purpose financing.

https://newsroom-en.groupebpce.fr/news/natixis-rolls-out-its-green-weighting-factor-and-becomes-the-first-bank-to-actively-manage-its-balance-sheets-climate-impact-2dce-8e037.html
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Build a decision tree per finance

activity using indicators/thresholds

specific to each activity

Including:

• Carbon intensity

• Regulations

• Labels / certifications

• Existing taxonomies

• Best available technologies

• Best practices

• Location in key biodiversity

area

• Location in specific areas

(high biodiversity, or water

stress)

Location

• Carbon 
intensity of 
location

• Intensity of 
power mix

• Etc.

Geography
Climate adjustment 

parameters

Indicator 1

Adjustment 
threshold: 
Yes/No, 
location (Key 
Biodiversity 
Area, water, 
stress area), 
specific 
threshold of 
indicator

Indicator 
2

Adjustment 
threshold

Indicator 
3

Adjustment 
threshold

+0,5 / -0, 5 0 / -0,25 +0,25 / -0,250 / -0,25+0,5/ +0,25/ 0 
/-0,25 / -0,5

Indicator 
4

Adjustment 
threshold

Indicator 
5

Adjustment 
threshold

Other environmental impacts
Additional 

parameters 

0 / -0,25

Indicator 5

Adjustment 
threshold

+0,25 / -0,25

Decision trees are specific to each activity
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Natixis’ climate-change tilted internal capital allocation mechanism

7-scale color rating

The GWF scoring process
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1
The originator enters the deal considered in IT systems and answers a list of closed questions around its ESG features/impacts

Deal considered

2

A “color rating” is attributed to each deal: the rating methodology differs between dedicated purpose and general-purpose financing

General corporate purpose financing

Client-carbon footprint

Scope 1 to 3 + avoided emissions
Client climate 

strategy

CLIENT CLIMATE SCORE

CLIENT ENVIRONMENTAL SCORE

Dedicated purpose financing

Determines the sector scoring range, based on its absolute impacts and 

adjustment parameters (incl. geography)

Cross-sector hierarchy

Intra-sector rating

Determines the relevant scoring and adjustment parameters 

for each sector’s asset categories

Decision trees building

Deal color rated
Brown deals

Receive a negative adjustment of up to 24% of Weighted Assets

Green deals

Receive a positive adjustment of up to 50% of 

Weighted Assets

3

Link to the Green Weighting Factor press release 

https://newsroom-en.groupebpce.fr/news/natixis-rolls-out-its-green-weighting-factor-and-becomes-the-first-bank-to-actively-manage-its-balance-sheets-climate-impact-2dce-8e037.html
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Natixis GWF vs. Extended Taxonomy analysis

PIED DE PAGE42

Green Weighting Factor Current EU Taxonomy layout Extended Taxonomy proposal

Purpose 
Actively manage and steer Natixis’ 

balance sheet’s transition

Establish a list of economic activities 

defined according to their environmental 

impacts and be used as a reference for 

various use cases 

Enhance transparency and allow for 

more nuanced decision-making and lend 

wider support to an environmental 

transition in the whole economy

Level of scale
7 levels (from dark brown to dark green) 3 levels (by default, only one explicit) 4 explicit levels (+Introduction of LEnvI) 

Objectives

Climate change centric adjusted by 

most material environmental 

externalities: biodiversity, water, 

pollution, waste 

6 objectives 

Substantially contributing to one without 

significantly damaging others

6 objectives 

Substantially contributing to one without 

significantly damaging others

Methodology 

and related 

challenges

Based on a list of close questions to 

be answered in a software system: 

limited number of criteria, retrievable 

information, thresholds

Based on a scientific consensus 

established by a panel of expert (TEG, 

Platform). 

Criteria for SC and for DNSH: 

thresholds, process measure, 

international and EU standards or laws, 

qualitative information

Need to define the list of Always 

Significantly Harmful (ASH) activities 

and to extensively reshape DNSH 

criteria to make them operationalizable 

in order to monitor companies’ transition

Examples of 

criteria

Key Biodiversity Area, country’s grid 

average carbon intensity 

Threshold, process measure, international standards, EU legislation

(Directive, Regulation)

Approach
Sectorial: cross-sector hierarchy and 

cross-asset hierarchy within each sector
Activity-level impact assessment

Activity-level  + entity-level 

considerations (amber transition plan at 

issuer level) 
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The Platform advocates to shortly open Taxonomy extension

44

Natixis welcomes the Platform recommendation to work on Taxonomy shades as rapidly as possible. The Platform’s March 2022 recommendations are

timely and meaningful, but unlikely to be politically endorsed. Nonetheless, market participants must not wait for unpredictable legislative outcomes to consider

or even test the suggested concepts.The main challenge will lie in the articulation of the different performance levels, environmental objectives, and

consistency of disclosure (between mandatory and voluntary ones).

After a decision on an extended significantly harmful Taxonomy is made, phasing in should be as rapid as possible according to the Platform.

1. Voluntary reporting can be based on the first legally in-force climate Delegated Act (DA) criteria and can build upon that in a phased way as

more DNSH criteria are set out in DA.

2. The necessary work to identify activities technologically doomed (inability to avoid significant harm), referencing all six objectives, must be

initiated as soon as possible.

Extended Taxonomy benefits 

➢ The extended Taxonomy could improve

clarity around performance progress

when substantial contribution cannot be

reached immediately, but the entity plan is

in line with generally accepted 1.5°C

scenarios.

➢ Contributing to better risk

management by both

banks/investors and supervisory

authorities through exit or urgent

transition from significant harm

performance level.

➢ Allowing the financial industry

to develop specific products

and instruments to deal with

significantly harmful activities

and pathways .

➢ An extended Taxonomy can illustrate the

stepwise, not always linear,

improvements for industrial investments.

➢ Achieving greater transparency in

environmental performance, including and

distinguishing activities that are

significantly harmful from those with a low

probability of having a significant negative

impact on the environment.

➢ Improving consistency

between regulations and

policy measures.

➢ Identifying

subsidies/CAPEX for

harmful activities.

Aim for the rapid phasing in of an extended Taxonomy
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Extended Taxonomy cannot do it alone and would have 
cascading effects  
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Identifying interlinkages between a potential extension of the current Taxonomy, existing EU policies and the ones under development is mandatory to avoid

future double reporting issues and to simplify the administrative burden of companies.

Any Taxonomy extension must be part of a wider set of coherent policies and legislative initiatives. The latter needs to be implemented in order to incentivise

financing for urgent transitions away from environmentally significantly harmful activities, along with building climate resilience and supporting a greening

of the whole economy, as well as to address the consequences that may arise, affecting companies and jobs.

Existing regulation/norm/label Impacts and/or potential consequences

Corporate Sustainability Reporting 

Directive (CSRD)

Providing investors and lenders with a broader set of corporate information, including activities with an amber 

performance and amber transition plans.

Sustainable Finance Disclosure 

Regulation (SFDR)

EU Climate Transition Benchmarks 

EU Paris-aligned Benchmarks

EU Ecolabel

Defining “principal adverse impact” and exclusions policies that could be considered in light of an extended 

Taxonomy for harmful activities, the technical screening criteria of which have to be periodically reviewed to remain 

in line with scientific and technological developments.

EU Ecolabel

EU Green Bond Standard

Requiring product providers to describe how and to what extent the investment underlying the financial product 

qualifies as financing an amber transition plan.

Demonstrating which parts finance an amber transition plan.

Support the creation of a specific standard for “amber transition bonds”.

Table 3 - Examples of European legislations and potential impact of an extended Taxonomy

Source: Final report on Taxonomy extension, Platform on Sustainable Finance, March 2022

Supporting European policies are necessary in synch with extension 
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Potential timeline for the potential future extension

2022 2023 2026

Autumn 2022

• TSC for “Always Significantly

Harmful” should be developed

• Develop and publish non-binding

guidelines

• The Commission should prepare a

legislative proposal as needed

for the Extended Taxonomy

From FY 2023

• Non-financial enterprises are encouraged

to apply the LEnvI concept voluntarily

based on the guidelines

From FY 2026

• At this point, the LEnvI

concept may be applied more

widely, and its usefulness and

effectiveness can be reviewed

again at this stage

January 2023

• An updated

Taxonomy Regulation

could enter into

application, plus an

updated Article 8 DA

• Potential coming into

force of the DA on

nuclear and gas

End 2022

• Draft voluntary guidelines

about disclosure according

to the LEnvI concept could

be developed and tested

March 2022

• Platform’s Report on an

Extended Taxonomy

2023

• Potential progress on the EU Social

Taxonomy by the Commission

(not agreed at all at this stage)

March 2022

• Platform’s Report on the

four other environmental

objectives

2022

• The Commission is expected to adopt a

second Delegated Act (DA) for the four

remaining environmental objectives

February 2022

• Platform’s final

Report on a Social

Taxonomy

2022

• The Commission is expected to publish

DAs on agriculture

2022

• The IPSF working group is developing the

EU-China Common Ground Taxonomy

46

Between June and August 2022

• End of the objection period for the

DA on nuclear and gas at the EU

Parliament and the Council

May 2022

• The Platform plans to assess other activities

against the four other environmental objectives

Generic Taxonomy dev.

Extend Taxonomy to SH activities

Extend Taxonomy to LEnvI activities Other environmental objectives

EU/CN Common Ground TaxonomySocial Taxonomy

Uncertain Taxonomy milestones from 2022 to 2026

• The CSRD applies to large companies,

both listed and non-listed

• The CSRD should start being

applied additionally to SMEs
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This document is a commercial documentation for discussion and information purposes only. It is the property of Natixis. This document does not constitute a personalised recommendation. It is intended for general distribution and the

products or services described herein do not take into account any specific investment objective, financial situation or particular need of any recipient.

The distribution, possession or delivery of this document in, to or from certain jurisdictions may be restricted or prohibited by law. Recipients of this document are therefore required to ensure that they are aware of, and comply with, such

restrictions or prohibitions. Neither Natixis, nor any of its affiliates, directors, employees, agents or advisers nor any other person accept any liability to anyone in relation to the distribution, possession or delivery of this document in, to or

from any jurisdiction.

In any event, you should request for any internal and/or external advice that you consider necessary or desirable to obtain, including any financial, legal, tax or accounting advice, or any other specialist advice, in order to verify in

particular that the investment(s), transaction(s), structure or arrangement described in this document meets your investment or financial objectives and constraints, and to obtain an independent valuation of such

investment(s)/transaction(s), its risks factors and rewards.

This document should not be construed as an offer or solicitation with respect to the purchase, sale or subscription of any interest or security or as an undertaking by Natixis to complete a transaction subject to the terms and conditions

described in this document or any other terms and conditions. Any guarantee, funding, interest or currency swap, underwriting or more generally any undertaking provided for in this document should be treated as preliminary only and is

subject to a formal approval and written confirmation in accordance with Natixis’ current internal procedures.

Natixis has neither verified nor independently analysed the information contained in this document. Accordingly, no representation, warranty or undertaking, express or implied, is made to recipients as to or in relation to the accuracy or

completeness or otherwise of this document or as to the reasonableness of any assumption contained in this document. The information contained in this document does not take into account specific tax rules or accounting methods

applicable to counterparties, clients or potential clients of Natixis. Therefore, Natixis shall not be liable for differences, if any, between its own valuations and those valuations provided by third parties; as such differences may arise as a

result of the application and implementation of alternative accounting methods, tax rules or valuation models.

It should not be assumed that the information contained in this document will have been updated subsequent to the date stated on the front page of this document. In addition, the delivery of this document does not imply in any way an

obligation on anyone to update the information contained herein at any time.

Natixis shall not be liable for any financial loss or any decision taken on the basis of the information contained in this document and Natixis does not hold itself out as providing any advice, particularly in relation to investment services.

Prices and margins are deemed to be indicative only and are subject to changes at any time depending on, inter alia, market conditions. Past performance and simulations of past performance are not a reliable indicator and therefore do

not predict future results. The information contained in this document may include results of analyses from a quantitative model, which represent potential future events that may or may not be realised, and is not a complete analysis of

every material fact representing any product. Information may be changed or withdrawn by Natixis at any time without notice. More generally, no responsibility is accepted by Natixis, nor by any of its holding companies, subsidiaries,

associated undertakings or controlling persons, or any of their respective directors, officers, partners, employees, agents, representatives or advisors as to or in relation to the characteristics of this information.

Natixis, as part of its activities, may deal as principal in or own securities/instruments or other investments that may be the subject of opinions or recommendation discussed in this document or may advise the issuers of such securities.

Natixis and its holding entities, affiliates, employees or clients may have interest or possess or acquire information in any products, markets, indices or securities mentioned in this document that could be material and/or could give rise to

a conflict of interest or potential conflict of interest. This may involve activities such as dealing in, holding, acting as market makers, or performing financial or advisory services in relation to any products, markets, indices or securities

mentioned in this document.

Natixis is supervised by the European Central bank (ECB).

Natixis is authorised in France by the Autorite de Controle Prudentiel et de Résolution (ACPR) as a Bank – Investment Services Provider and subject to its supervision. Natixis is regulated by the Autorité des Marchés Financiers (AMF) in

respect of its investment services activities.

In the UK, Natixis London Branch is authorised by the ACPR and subject to limited regulation by the Financial Conduct Authority and Prudential Regulation Authority. Details about the extent of our regulation by the Financial Conduct

Authority and Prudential Regulation Authority are available from us on request.

In Germany, NATIXIS is authorized by the ACPR as a bank – investment services provider and is subject to its supervision. NATIXIS Zweigniederlassung Deutschland is subject to a limited form of regulation by the Bundesanstalt für

Finanzdienstleistungsaufsicht (BaFin) with regards to the conduct of its business in Germany under the right of establishment there. The transfer / distribution of this document in Germany is performed by / under the responsibility of

NATIXIS Zweigniederlassung Deutschland.

Natixis is authorised by the ACPR and regulated by Bank of Spain and the Comisión Nacional de Mercado de Valores (CNMV) for the conduct of its business under the right of establishment in Spain.

Natixis is authorised by the ACPR and subject to limited regulation by the Bank of Italy and the Commissione Nazionale per le Società e la Borsa (CONSOB) for the conduct of its business under the right of establishment in Italy.

Natixis is authorised by the ACPR and regulated by the Dubai Financial Services Authority (DFSA) for the conduct of its business in and from the Dubai International Financial Centre (DIFC). The document is being made available to the

recipient with the understanding that it meets the DFSA definition of a Professional Client; the recipient is otherwise required to inform Natixis if this is not the case and return the document. The recipient also acknowledges and

understands that neither the document nor its contents have been approved, licensed by or registered with any regulatory body or governmental agency in the GCC or Lebanon.D
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