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EU taxonomy for sustainable activities

What the EU is doing to create an EU-wide classification system for sustainable activities




The purpose of the EU Taxonomy

Agriculture and forestry

Manufacturing

Electricity, gas, steam and air conditioning supply

Water, sewerage, waste and remediation

Transport

Information and Communication Technologies (ICT)

Buildings
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Sustainable finance
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The EU is examining how to make sustainability considerations an integral part of its financial
policy in order to support the European green deal

Overview of sustainable finance

A Commission workstream that supports the
European green deal aim of channelling private
investment towards the fransition to a climate-
neutral economy.

Corporate disclosure of climate-
related information

Guidance for companies on how fo report on the
impacts of their business on the climate and on
the impacts of climate change on their business

International Platform on Sustainable
Finance

Forum for dialogue between policymakers,
the aim of increasing the amount of privatg
being invested in environmentally sustainy
investments

—-— s e o e o
{EU taxonomy for sustainable ‘
activities I
What the EU is doing to create an EU-wide
classification system for sustainable activities. ,
- s o . —

EU climate benchmarks a
benchmarks’ ESG disclosures

Make benchmark methodologjes more transparent

when it comes to ESG factorsi, put fogaard
standards for thagd
benchmag

European green bond standard

How an EU-wide standard could encourage
market participants to issue & invest in EU green
bonds and improve the effectiveness & credibility
of the market.

Sustainability-related disclosure in
the financial services sector

What the obligations are for manufacturers of
financial products and financial advisers towards
god-investors.

Reporting
requirements

Technical screening
criteria

2 | EU Taxonomy in Equinor

Open

09 November 2021



Outline of the EU Taxonomy
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The Taxonomy sets performance thresholds for economic activities which:

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.

Substantially
contribute

to at least one of the six + to any of the other five
environmental objectives

as defined in the proposed
Regulation

environmental objectives
as defined in
the Regulation

Large companies who are
already required to provide a
non-financial statement under
the Non-Financial Reporting
Directive; and

Do no
significant harm

Comply with
minimum
safeguards

Financial market participants'
offering financial products®in
the EU, including occupational
pension providers;
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Project structure

CFO function - EU
Taxonomy project
team

EU Taxonomy

Steering committee

« Conclude on scope, available choices and interpretations
* Information to be disclosed in the financial reporting

Work stream Corporate i Financial Financial
, Sustainability : :
areas/responsible EERSTCTNC: Solutions = Reporting

Internal
controls
/ Affairs \
* Interpret rules and regulations
« Establish guidelines and reporting instructions

* Define reporting format and data collection methodology
* Perform assessment in alignment (2022->)

)

Business EPN EP| EPUSA MMP REN ‘ Other
aredas group

(= Identify eligible activities and support data collection ]

Other stakeholders | Auditor Peers/Industry External experts Regulators
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Understanding the requirements - Where are are we and where are we going?

International
Association
of Oil& Gas
Producers

Establishment and education of project team and steering
committee

- Interactions with regulators

- Initiated and participated in peer group working groups /

d i S C u S S i O n S DIRECTORATE-GENERAL | FISMA

Financial Stability, Financial Services and Capital
Markets Union

The Directorate-General for Financial Stability, Financial Services and Capital Markets Union is

° |nform0tion meetings With expected Stckeholders Gnd different the Commission department responsible for EU policy on banking and finance.
functions

- |dentifying eligible activities and potential eligible activities

- Working on how to extract required data and methodology
choices needed to be made
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Reporting requirements

Delegated Act on Taxonomy Disclosures (Article 8)

2022 - Financial year 2021

= For climate change mitigation
and adaptation activities

= Disclose the share of
Taxonomy-eligible and
Taxonomy non-eligible activities
in total activities and related
qualitative information

o 4

2023 - Financial year 2022

= All six environmental objectives
= Tabular form (template)
* Granular information
= KPIs
= Turnover
= CapFx
= OpFx
» Disclosure accompanying KPIs
= Accounting policy

2021 Rewenue Capex Opex
EU Taxonomy

Eligible activities KM WM M
Mon-eligible activities XX XX X
Total HH HH HH

= Contextual information of KPI

-
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REVENUE

c

Aligned = Not aligned m Not categorised

CAPEX

m Aligned = Not aligned = Not categorised

OPEX

N

m Aligned = Not aligned = Not categorised
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e = — E= By
- e=Tu FEEERRE |35,
£ | |- bl = C - = ] 3
@ | EHcmes
) (1] 8] I } Q3| x a
SAP Analytics Cloud :
DOtO fIOW (SImp“fIEd) :L?ry(mpnngcz::n;:‘rxyt;?:;)rm [ EPM report builder ] [ FIMn(lOlDI(S;IS)SS;JreSdu(IOI\ ]

Statutory Business

Consolidation
SAP P0O4/Business sr datasources il
Warehouse (BW)

SAP PO3/ECC

| SBC
I | Data (Consolidation)
- Data loads loads/input Forecast
- Table N ] Cub (IPO/IPL)
1" (example COEP) | upes

I (example AC_STATC)
L [T T T T T T1

How to link

turnover/CapEx/Opex to
EU Taxonomy activities?
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Equinor’s charging and allocation model

Cost management and reporting

Input

Manhours
Other expenses
External costs

Activities

» Activity benefit

one receiver

Charging method

CHM 1

Direct charge
with delivery/task
responsibility

CHM 2

Direct charge
without delivery/

task

responsibility

Activity benefit
more than one

receiver

(Activity that cannot
be charged directly)

CHM 3

Cost center
charging to

receivers

CHM 4

WBS to WBS’
charging to

receivers

COST

ALLOCATEL

Financial masterdata

Allocation method

Hourly
rate pools

keys

*) If receiver wbs (cost center) is an allocation wbs (C.) the cost will be included in further allocation of cost to final end-receiver

Timewriting

Allocation

Financing

equinor
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End receivers*:

Equinor legal entities
and externals
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Mapping of Equinor’s eligible activities

“ [[] STAT - Equinor Group (7364) Group -Emi'! I'FTDF“! Z meiﬂim Gnd/OI'
» [ EPI - EPI Exploration & Production International (2546) Business areqa . i combined
- . swes 00 i ' "' E ,
“ [] REM - Renewable Energy (725) BUSIneSS C|UStel’ 29N  CABRE W|th GL
» [J RENED - REN Business Develop (10) Business unit 2018 lIuP i t
» [ RENCBD - REN corporate BD (3) Ent|ty ZMS0CUPLOAD - MRFP H accoun
» [ RENRES - Renewable Scluticns (12) P ft t % m::::'ll g
rofi nter ADDILARP  MMP.DP i
“ ] RENPOM - Power and Market (214) o ce e 00 IMPRLERP “Ilﬂ
» [ PLONS2 - Polar Solar companies Small (120) 4000 MME
4H40OCUPLOAD - MPFP
» [ PLONST - Polar Salar companies Large (42) LEGALGRF '
» [ WENTO - Wento Sp.z 0.0. (1)
» [ POMADM - Power & Market Adm (18]
™ [J POMESD - Energy Storage Devel (2 First reporting template used to identify eligible activities:
» [ BATWIND - Batwind (1) Part of an | If Yes, do o
hd D EMS - E Sto (5) Eligible More . I.,llw we have Slgnlﬁcﬂnt
- chel rage
" E Profit g ) . o MACE | than 1 . 9 turnover/CapEx
[] 1200ENS - 1200 Energy Starage center ac;}:ty Activity Description code |activity? IYes, decribe i:f.r?sltj:ﬂ:e:t :‘:;?7:: /OpEx numbers
] 1200WALCENS - 1200 Enerqy Starage Y/N YN data Y/N? expected? Y/N
] 1277ENS - 1277 Energy Starage
[] 4041ENS - 4041 Energy Storage Manufacture of equipment for the Early phase project related Underground permanent
s A Y production and use of hydrogen hydrogen production E39.00 Y geological storage of CO2 N
[ 9306ENS - 9306 Energy Storage 8 N
Underground permanent geological Carbon capture related
C ¥ storage of CO2 business development E39.00 N
D N
E N
F N
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Equinor’s eligible activities

Potential profit centers

Equity accounted investments
Fligible activities

Equinor
activities " .
Eligible profit centers
Non-eligible
activities
Underground Electricity Manufacture of .
. . Electricity
permanent generation equipment for .
geological using solar the production % .
. rom wind
storage of photovoltaic and use of ower
CO2 technology hydrogen P
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Methodology challenges

Transparency

Reputation

g

equinor %~

Enabling or transitional activities
counted as eligible activities or not
Equity accounted investments
Exemption to not disclose Opex KP!
Non-GAAP KPI

Eligible natural gas activities to be
included in KPI?
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Example: Electrification of oil & gas activities

- The EU Taxonomy Regulation recognizes three types of activities (Art 10-11, 16 of

- Transitional activities
- Enabling activities
- Lock-in effect: "does not lead to a lock-in of carbon-intensive assets, considering the

lifetime of those assets” Article 10.2(c) (transitional activities) and 16(a) (enabling
activities)

- For certain activities (in the delegated acts) it is specifically detailed that in order to meet
the DNSH criteria, the activity can't b dedicated to fossil fuels

Sea and coastal freight water transport, vessels for port operations and auxiliary Electricity generation from wind power
activities

the activity «electricity
Climate mitigation A generation from wind

Contributing to climate adaptation v power» no such exemption

The vessels are not dedicated to the transport of fossil fuels

There are views that electrification of oil & gas production may not be regarded as a green activity based on the
Taxonomy objective
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How to define the Opex KPI

NUMERATOR

Direct non-capitalized costs that relate to:
« Assets/processes associated with Taxonomy
activities
 CapEx-plan
e Purchase of output/individual measures to
reduce GHG emissions...

Direct non-capitalized costs that relate to:
« R&D
* Building renovation measures/short-term lease
* Maintenance and repair
* Any other direct expenses relating to the day-today
servicing of PPE

DENOMINATOR

-
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Alternative 1: Broad approach

* All expenses included in Earnings before interest
and tax (EBIT)

Alternative 2: Narrow approach: Subset of
operating expenses
« Categories based on types of expenses as listed
by the delegated acts
* Need to link to cost categories in the
reporting system (SAP, SBC etc)
* GL account level

How to allocate cost that support several
activities or go into different cost allocation
pools?

* Allocation keys
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Way forward
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Conclude Discuss
the reporting Continue
reporting choices {ge]lgllgle
scope for with activities
FY2021 peers

Anchor EU Moving from
Assess need Prepare Taxonomy eligibility to
for limited e[geli project with Taxonomy
assurance KPls management aligned
and BAC reporting

Prepare for

Prepare for Evaluate new

natural gas impact Delegated

Delegated on Act
Act strategy applicable

from 2022
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Links to relevant sites

EU Taxonomy Climate Delegated Act

Annex |: technical screening criteria — climate change mitigation

Annex Il: technical screening criteria — climate change adaptation
Final report of the Technical Expert Group on Sustainable Finance
Technical Annex: Updated methodology & Updated Technical Screening Criteria
Text of the final EU Taxonomy Article 8 Delegated Act

Text of the Annexes 1-5 to EU Taxonomy Article 8 Delegated Act
Freguently asked guestions
Text of the proposal for a Corporate Sustainability Reporting Directive

EU Taxonomy Compass
Technical Expert Group (TEG) resources
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https://eur-lex.europa.eu/resource.html?uri=cellar:d84ec73c-c773-11eb-a925-01aa75ed71a1.0021.02/DOC_1&format=PDF
https://eur-lex.europa.eu/resource.html?uri=cellar:d84ec73c-c773-11eb-a925-01aa75ed71a1.0021.02/DOC_2&format=PDF
https://eur-lex.europa.eu/resource.html?uri=cellar:d84ec73c-c773-11eb-a925-01aa75ed71a1.0021.02/DOC_3&format=PDF
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/200309-sustainable-finance-teg-final-report-taxonomy_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/200309-sustainable-finance-teg-final-report-taxonomy-annexes_en.pdf
https://ec.europa.eu/finance/docs/level-2-measures/taxonomy-regulation-delegated-act-2021-4987_en.pdf
https://ec.europa.eu/finance/docs/level-2-measures/taxonomy-regulation-delegated-act-2021-4987-annex-1-5_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/sustainable-finance-taxonomy-faq_en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0189
https://ec.europa.eu/sustainable-finance-taxonomy/tool/index_en.htm
https://knowledge4policy.ec.europa.eu/publication/sustainable-finance-teg-final-report-eu-taxonomy_en

