When do which rules apply?

Companies covered by the NFRD were required to report on
their taxonomy capability for the first time in 2022 for calen-
dar year 2021. Then,
on their taxonomy compliance. The taxonomy applies to all

, they must also report

companies covered by the new CSRD.

How does the taxonomy work?

Companies must assess what portion of their revenue,
CAPEX, and OPEX goes to taxonomy-compliant activities.
This works as follows:

Step1:

It is necessary to check which part of the
sales and expenses in these three areas
(sales, CAPEX, OPEX) is taxonomy-com-
pliant. This is done by examining which
sales and expenses match one or more
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economic activities in the taxonomy.

Step 2:

It is examined whether the economic acti-
vities determined in step 1 are taxonomy-
compliant. For this purpose, it is examined
whether they make a substantial contri-
bution to at least one of the six environ-
mental goals (Substantial Contribution)
without running counter to the others (Do
No Significant Harm - DNSH). At the same
time, certain minimum requirements must
be met, e.g. with regard to social and hu-
man rights.

Step 3:
The company’s taxonomy compliance is
now calculated by showing the percen-
tage of taxonomy-compliant activities in
the areas of sales, CAPEX and OPEX out
of the company'’s total sales, total CAPEX
and total OPEX.
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The environmental goals of the taxonomy are:
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Is your company affected?

Companies subject to the NFRD (henceforth CSRD) are re-
quired to report. In the future, their management report must
include information on how and to what extent the company’s
activities are linked to environmentally sustainable and thus
~faxonomy compliant* activities.

In addition, the regulation will also be relevant for other com-
panies seeking fo raise capital on the financial markets. The
Sustainable Financial Disclosure Regulation (SFDR) requires
investors to provide information about the sustainability of
their investments. The taxonomy compliance of portfolio
companies is used for this assessment.

What are the specific challenges?

The main challenge is to collect the necessary data
within your company and subsidiaries to classify the relevant
sales and expenses and their correspondence to the economic
activities in the taxonomy. This involves a large amount of bu-
reaucracy.



