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Conference Title: Goldman Sachs GOLD006 | EU Taxonomy and the Impact On Corporate 

Sustainability 

Date: October 19th, 2021 

Speaker: Hey everyone.  Thanks for joining us today.  We hope the fall season has been safe and 

restful for you and your family so far.  [inaudible].  I'm an associate on the Launch with GS team 

at Goldman Sachs.  Launch with GS is our $1 billion initiative to invest behind diverse founders 

and diverse funders, grounded on the data driven thesis that diverse teams outperform.  You can 

learn more about Launch with GS as well as find replays of our recent webcasts like this one and 

other resources for entrepreneurs at www.gs.com/launch with GS.   

Now over to today's topic, we are excited to dive into the topic of the relatively new EU taxonomy 

for sustainable activities.  We're going to explore the motivation and roots behind the movement 

to create this taxonomy and which criteria that EU decided to include.  We're also going to 

discuss how the taxonomy will impact corporate sustainability practices and the longer term 

effects of this new guidance.  To do that, I'm very thrilled to welcome the perfect person for this 

job, Evan Tylenda.  He is a vice president in our global investment research division at Goldman 

Sachs, and he is a head of GS Sustain in Europe, Middle East and Africa.  GS Sustain is a global 

long-term investment strategy designed to generate sustainable alpha by integrating analysis of 

financial strength, strategic positioning and environmental, social, and governance performance. 

Thanks for being here, Evan. 

Evan Tylenda: Great to be here. 

Speaker: So I'm going to ask you a series of questions, and then I'm going to read some from the 

audience.  To those listening, we encourage you to submit questions now and throughout the 

duration of the webcast using the portal.  And as always for these types of calls, this call is 

exclusively for participants invited by Launch with GS.  So you received the invite, hope you feel 

special.  This conversation is not intended for media and it's off the record.  If there is media on 
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the line or anyone else that may have dialed in, please kindly drop off the line now.  All right, we 

can get started Evan.  So, you know, for those of us in the audience like me a few months ago 

that are not up-to-date with the regulatory lingo, can you tell us a little bit about what a taxonomy 

is? Why did the EU decide that we needed a taxonomy for sustainable activities? And finally, who 

is supposed to care about and use this taxonomy? 

Evan Tylenda: Yeah, all great questions.  So, you know, first and foremost, what is the EU taxonomy? 

It's effectively a Europe attempt at classifying which activities across the economy are considered 

green or not, largely in a binary outcome.  Now, the way that they are doing that is focusing on six 

environmental objectives that they've identified, which you can see here on this slide, which 

includes climate change mitigation, which is very focused on decarbonization, climate change 

adaptation, which is addressing physical risk.  That is what has been currently and will be going 

into effect at the beginning of next year.  And then they have four other environmental objectives 

that they were be releasing and talk a bit more about those, but as you can see, that includes 

water, waste in this circular economy, pollution prevention and control and protection of healthy 

ecosystems.  So biodiversity is factored in there. 

So what this has effectively done is within the climate change mitigation component, which is the 

big focus right now at the time is they came out and defined 90 activities across the economy and 

then set what's called technical screening criteria that those activities, if met can then claim that 

any revenue or cap ex from those activities are considered green.  You could think of activities 

like, you know, already clear green activities, such as renewable energy power generation, 

manufacturing of wind turbines, solar panels, and so forth.  They recognize pretty clearly as 

green, but also have set a criteria for what's called transitioning activities.  So steel, cement, 

aluminum, these high carbon intensive industries, chemical manufacturing that actually can now 

be considered green if you can produce, say, cement below a certain carbon threshold of tons 

per CO2- tons of CO2 per ton of cement produced.  If you reduce that below that threshold, you 

can consider that kind of revenue from that activity as green.  The whole purpose here is to, one, 
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require companies to now report through this, but then also require investors in ESG funds to 

report on their exposure to companies with green revenue or cap ex.  And the whole intention of 

all of this they say is to facilitate the flow of capital towards sustainable activities.  And so I know 

there's some other questions that we'll get into that a little bit deeper. 

Speaker: Yeah, absolutely.  I think that's a great overview to start.  So I want to talk about those 

objectives of the taxonomy that you have on the right hand side.  Do you think that those will be 

static or is there a framework by which they'll be intentionally dynamic over time? 

Evan Tylenda: Yeah, so right now they've released their first batch around climate change mitigation 

adaptation.  We will be getting a second batch of the next four environmental objectives that I 

mentioned there, where we already have the provisional preview of that right now, but they will 

look to finalize that next year.  Now once that is all in effect, they will then be having to review the 

criteria every three years.  So that's embedded in the legislation.  So those carbon thresholds, I 

mentioned for something like cement production, you know, could be revised in the next three 

years.  Either they could stay the same or they could get stricter.  So that is a feature of the 

taxonomy.  So this will be a dynamic thing.  And the whole intention here, what they say is that it's 

embedded in the science that is helping these industries demonstrate that they're on a path 

towards net zero, particularly with the climate change mitigation component, which is a big focus 

at the moment to align with Europe's broader mandate to reach net zero by 2050. 

Speaker: Actually, could you tell us a little bit more about that broader mandate? It would be 

curious to see how it fits within the EU's overall objective. 

Evan Tylenda: Yeah.  So the EU has this target that they've embedded in legislation that they want to be 

net zero by 2050, and then, you know, it's position kind of the broader green deal package, the fit 

for 55 package The way that- and they're making all sorts of different legislation around that. And 

the way that the taxonomy fits in is really focused on the capital markets side of the equation to 
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build a common language that investors and companies can use to demonstrate if they're on that 

path to net zero or not.  Now, we'll get into maybe some of the complexities of applying this, but 

that's sort of where the taxonomy fits in to help facilitate the flow of capital within capital markets 

towards these sustainable activities, which is going to have cost of capital implications, valuation 

implications for companies and hurdles frankly for them to think through the reporting. 

Speaker: Fantastic.  Actually since we know that taxonomy don't grow on trees, could you maybe 

give us a little bit of the background before we go into the future about how long did this take to 

put together and who was in charge of even getting it together? What was the process by which 

this was formed? 

Evan Tylenda: Yeah, so the taxonomy's been in discussion for, I want to say when I first witnessed the 

conversation was at the beginning of around 2018 and they launched what was called, at the 

time, the high level expert group, so a lot of academics, industry professionals to basically 

develop what, at that time, was a provisional taxonomy or kind of a vision for what a common 

language could look like.  That was then finalized basically at the beginning of 2020 at which 

point they then, also the EU commission, launched what's called now the platform for sustainable 

finance, which is effectively a lot of those industry experts, academics, industry associations that 

are helping to carry out the extension of the taxonomy.  So this has been a long time coming now.  

So, you know, beginning of 2018 now to the point where we're looking and expecting it to be 

finalized and voted in by the member states on December 8th, at which point then it will take 

effect and kind of roll out in terms of the phasing of the reporting requirements starting at the 

beginning of next year actually, where companies will have to report their exposure or their 

eligibility to the taxonomy activities that are currently defined and as will asset managers, and 

then a later stage by 2023, they'll have to report on their alignment where they're meeting these 

technical screening criteria and the do-no-significant-harm objectives. 
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Speaker: That's a great segue into our next section, which is applying the taxonomy.  So if we think 

about the taxonomy as a series of maybe definitions and standards, it seems like we're only really 

getting half the equation.  And you started talking about this a little bit.  How are governments, 

localities, the EU planning to employ this strategic framework? 

Evan Tylenda: Yeah, so it's pretty clear.  The taxonomy- they're trying to make the foundation and 

definition of green within Europe.  And so once it gets finalized, they have also embedded part of 

the taxonomy legislation that it effectively has to feature in any relevant new regulation that 

Europe sets out.  So what that means is, you know, if there's new ESG reporting standards, new 

benchmarking labeling criteria that is developed, it will have to factor in the taxonomy in some 

way or another.  As we're seeing some of these government agencies like the ECB, looking to 

potentially utilize the taxonomy as part of its risk assessment and bond buying program, so 

they're looking to get this one first finalized and then pretty quickly push this out into any relevant 

legislation.  You know, one that we're seeing on the asset managers side is there's this 

requirement already for article eight and nine funds, which is the ESG label under the asset 

manager regulation, which is known as SFDR, the sustainable finance disclosure regulation that 

they will be having to require to report on their exposure to green companies with green revenue, 

green cap ex.  Any eco labels that asset managers need to get to basically get that stamp of 

approval that their fund is an ESG fund will also have to feature the taxonomy.  There could be 

thresholds there.  So those are the things that we're tracking because that's obviously going to 

have implications for companies that fit in or fall out of the taxonomy and the way that they get 

represented in a massively growing pool of EC-AUM.  So that's hopefully a bit of background 

there on what they're looking to do with this. 

Speaker: Yeah, that's great.  And I actually saw a conversation you had with some corporate 

leaders that are right in the midst of implementing this new framework within their organization. 

So, you know, generally speaking, give us a sense of how these companies across the EU are 
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reacting to the new standards and a new taxonomy, and what is the reporting burden look like for 

them in practice? 

Evan Tylenda: Yeah, I think so first and foremost, where companies are today, actually, I think there's a 

lot of confusion because there's a lot of complexity.  There's a lot of guidance that is still needed, 

frankly, from the commission to do this properly.  So the first stage of what companies need to do 

is figure out where are they actually covered under the taxonomy.  Now we, on the investor side, 

also are interested in that conversation, that debate, because we want to know where companies 

are going to feature into this because this will have implications for flows.  And so we've done 

some of our own mapping here.  You can see sectors that are kind of clearly covered under the 

taxonomy utilities, real estate, mostly industrials.  Some materials companies, mining companies 

are not yet featuring in the taxonomy, but you have chemicals, building products that feature, but 

then you can kind of see that there's actually going to be some of these sectors that currently 

don't feature like consumer staples, healthcare, you know, will largely not feature anywhere in the 

green taxonomy.  It's more of a social industry. 

And so that's the first stage.  And so the conversations that we're having with a lot of companies 

is, one, you know, what is the percentage of their revenue that is going to be eligible and 

covered? And then the next step is thinking about the alignment, which is much more difficult 

depending on the sector you're in.  And so, you know, the conversation we did host with 

companies a couple of weeks ago, namely Air Liquide and Snam, two large companies in 

Europe, you know, basically their bottom line is they're having to think through setting up 

management committees internally to track how their revenue will be eligible.  Now that's largely 

an accounting function, but then also from the physical side of things, actually communicating the 

workflow down to the plant level in some cases where in Air Liquide's example, they're 

manufacturing hydrogen.  They need to make their plant managers aware of what are the criteria 

that the taxonomy is looking for so that they can be capturing and collecting and monitoring the 
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right data, and then reporting that back to headquarters to the accountants to then actually satisfy 

the reporting requirements that will come. 

Companies are all over the place in terms of their understanding here, and there's different levels 

of expectations.  There's definitely different levels of complexity depending on the industry that 

you're in.  We've had conversations with chemical companies and when you look at the technical 

screening criteria there, it's very complicated.  It requires basically each basic chemical 

compound to run a carbon intensity, which means a lot of these companies that are producing 

hundreds of different chemical products will have to calculate the carbon intensity of each of 

those products, which is going to be very, very challenging.  So there's going to be different levels 

of investment, depending on which industry companies are in.  Utilities is fairly straightforward.  If 

you're producing renewable energy, you know, that is pretty clearly green.  You'll have to make 

sure you're not doing significant harm.  You know, you're running biodiversity impact 

assessments and so forth.  You're decommissioning wind turbines in a responsible manner and 

so forth, but will be much easier to kind of get to the reporting requirements there for those 

industries. 

Speaker: Yeah.  So let's say here with the constituents actually, because we've heard about so-

called taxonomy tool or a taxonomy compass that is supposed to enable companies to more 

easily navigate the elements of the regulation.  Could you talk to us maybe about that tool and/or 

any other tools that the EU is making available to corporations or companies that have to employ 

this framework? 

Evan Tylenda: Yeah, so they have released what's kind of called their taxonomy compass.  Now, 

admittedly, what that is, is it's an Excel spreadsheet that just maps out those 90 activities that I've 

mentioned with something that we've actually accessed and you can kind of get a sense of which 

industries will fit into that as well as it gives the technical criteria for each of those industries.  So 

it's kind of at least a helpful starting place rather than going through the thousand page annex 
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that they've released as well and pulling all the requirements out from text.  Now, admittedly, 

there's a lot of guidance that they have yet to give because there's a lot of nuance to where the 

taxonomy is applicable for some industries or where can products that may fit in or be considered 

to say enabling that are not explicitly covered under the taxonomy.  So that's actually where 

we've been having a lot of those nuanced conversations with members of the platform to not just 

develop our own tool, but also be the sort of resources and experts on the topic of where 

companies can fit in or not with the taxonomy.  So that's a short kind of answer there.  We are, 

one expecting much more guidance and we're kind of pushing for it because there's a lot of open 

questions still, as well as trying to develop our own understanding and expertise to be a resource 

to companies that are trying to get up and running. 

Speaker: Yeah, absolutely.  And we know Goldman Sachs and GS Sustain will be ready to front of 

helping our clients understand these new tools.  So I think we've started to get questions in the Q 

and A.  We encourage you to keep submitting those and we will get to those at the end of the call.  

And I'll try to answer them as they come in at the end.  So, you know, Evan switching gears a 

little bit, particularly relevant to a lot of people in this call that are in the venture capital and 

alternative investments ecosystem, will the taxonomy cause significant changes for funds that 

have an ESG focus? I think you touched on this a little bit, but maybe touch more on who really 

stands to benefit from the changes in this new taxonomy? 

Evan Tylenda: Yeah.  So a few things, and I think you can't answer that question without first talking a 

little bit about this investor regulation that is out there called SFDR.  I mentioned it briefly, but 

what that is effectively looking to do is now requiring asset managers to make the determination 

of whether their fund is an ESG fund or not.  Now, if it's a non-ESG fund, it's considered, what's 

called an article six fund.  If it's an ESG fund, it's considered article eight or article nine.  Once 

you've then labeled that fund is article eight or article nine, there's a lot of reporting and disclosure 

requirements behind that, one of which is that you have to also report on your exposure to 

companies within the taxonomy.  Now, that doesn't mean that to comply, you need to have a 
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certain threshold.  You could have 0% of your ESG fund as taxonomy aligned via either revenue 

or cap ex.  But however, we feel that there's going to be a lot of marketing pressure that to 

demonstrate that your fund is an ESG fund, that you're invested in some portion of companies 

that are green under the taxonomy.  So we think that that's going to lead to what we would call 

label chasing.  So that's something to be aware of.  I'll touch on that a little bit more. 

In terms of what we're seeing in terms of the labeling of what is being considered an ESG fund 

and what's not across some large asset managers in Europe, is that the direction of travel is very, 

very clear.  While I think the SFDR has provided a bit of a reset of people kind of peeling back 

that ESG label initially, we're seeing that it's kind of spring loading it actually and leading to really 

what I would say is the mandating of ESG integration for a number of reasons, because what 

we're finding at the end of the day is there are a lot of asset managers out there now that are 

actually claiming a hundred percent of their funds in Europe in scope of SFDR are considered 

ESG or article nine.  You can see a lot of those here on the right chart.  Those that are not at a 

hundred percent yet are setting targets to get even higher and again, keeping in mind that all of 

them will very likely have to be reporting on- well, all of them will have to be reporting on the 

taxonomy.  We're still waiting on a little bit more of the detail there, but we know that they will 

have to report exposure to the taxonomy.  And so we feel that there's going to be a lot of 

marketing pressure to then demonstrate that you're investing in- if you're an ESG fund, you're 

investing in more green activities under the taxonomy because this is the definition now of green. 

And so what that means is then companies that obviously feature very well as a hundred percent, 

say, aligned or green under the taxonomy are very likely to see incremental exposure in ESG 

funds, but also there's a lot of opportunity here.  I think, one thing that we've pointed out in our 

research and I mentioned this, you know, obviously the green companies that exist out there, the 

solar power equipment producers, the wind turbine manufacturers, these companies that are kind 

of already featured very highly in ESG funds and tend to be overweight in ESG funds and are 

seeing their premiums accelerate, I think will continue to benefit, but also we're seeing 
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opportunities now for some of these sectors and activities that have traditionally been 

underweight in ESG funds that can actually now feature as green in the taxonomy.  You know, 

one that's maybe a bit shocking, but is- oil and gas companies, they're roughly 50% underweight 

in ESG funds today where they're actually, say, producing hydrogen, doing anything related to 

renewable energy, afforestation, carbon capture, these activities are covered out of the 

taxonomy.  And because this is meant to be calculated at an asset level, those companies will be 

able to articulate that they have some green revenue and green cap ex, as will companies in the 

mining space, that's where steel or aluminum companies feature.  Automobiles are an industry 

that's very underweight in ESG funds today. 

Now it's very clear that EVs will fit into the taxonomy.  So where companies kind of articulate 

where their revenue is today, you know, there's certainly only a few hundred percent companies 

that have just solely EVs, but obviously where companies have cap ex that is going into EVs, you 

know, that can feature as well via either green debt that they issue or just in terms of their 

articulation of their cap ex strategy.  For the equity investor, they will be able to- they'll get credit 

for that.  And so that's sort of how we're thinking about that.  So what that means is, you know, a 

lot of these companies, traditionally underweight in the ESG fund today could see broader 

representation across the board. 

Speaker: Yeah.  It's fascinating to see the level of nuance that we can employ this in taxonomy, 

especially in companies that maybe people don't traditionally associate with ESG.  So, you know, 

a couple of last questions before we turn it over to the Q and A from the audience.  So at Launch 

with GS, we often make the claim that there shouldn't be a trade-off between investing with a lens 

towards social good and the economic performance of those investments.  Is there any data that 

might support investment in companies within ESG focus at a very broad level? 

Evan Tylenda: So say that again.  So is there any data that can support - 
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Speaker: Yeah.  Like investing with an ESG lens, maybe.  Do we have- are you aware of anything 

that makes investment in those types of assets, maybe more attractive? 

Evan Tylenda: It's specifically under the taxonomy, I'm guessing, because there's a lot of different 

datasets frameworks out there to analyze the ESGness or performance of a company.  I would 

say what- you know, there's a lot of headline ESG ratings that exist out there.  MSCI's 

Sustainalytics.  We have our own ESG rating as well that is increasingly getting adopted and 

used.  And then, you know, what we're actually finding more of is that people are coming up with 

their own kind of custom approaches.  Now I think part of your question too, is looking at the 

economic performance of ESG or the connection between ESG performance and economic 

performance.  And I think we're certainly seeing that in our data where people are now 

recognizing in markets that ESG is a source of just new insight for the investment process.  And 

there's a lot of, you know, what I call unpriced risks and opportunities that exist out there that are 

very ESG related that are not priced yet in capital markets and stock valuations that investors are 

increasingly looking for and that's what ESG information really provides you insight into. 

And now the challenge is that I think the market is a little bit kind of nascent in terms of its 

understanding of how to interpret all the ESG data that is available and that's where there's a lot 

of different approaches, very low correlations amongst different ESG ratings.  But at least from 

our side, we have found that if you look at ESG data in the right way, which is mostly looking at 

the performance numeric data ranking companies on their intensity and their exposures and 

tracking improvement and momentum on that versus just taking a kind of kitchen sink approach 

of take any policy that the company is stating under the sun, we have found that there is alpha 

there that is actually uncorrelated with other traditional factor inputs, size growth, value, 

profitability, and so forth.  And so that is a big area of focus for us.  The challenge we often have 

though with analyzing the financial linkages of ESG data, is that I always say the ESG data is 

almost like financial data in 1920s.  It's not consistently reported.  It's often not timely.  It's often 

not comparable, which is a big challenge.  And that's where you're seeing these new frameworks 
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like SASB, TCFD being adopted by or pushed from investors because investors want more 

decision-useful information.  And once we get that better ESG data, we can run better analysis. 

We can identify those financial linkages. 

Companies will get better questions from investors.  And it'll just kind of few, I think there's a 

virtuous cycle.  And so that's sort of where we're trying to kind of position ourselves right in the 

mix of that narrative of where is there actually insights available today from ESG data? What are 

the right ways that companies should be thinking about reporting to demonstrate their 

performance and be credible and can make money while doing it at the same time, because 

you're, again, managing risks or seizing on opportunities that increasingly have ESG linkages. 

Speaker: Absolutely.  And, you know, last question for me.  It's always nice to leave with an eye 

towards the future.  So can you tell us what you think is next for the taxonomy? Are there any 

near term stumbling blocks that you see or challenges? And finally, are you generally optimistic 

that this new framework will results in real and sustained positive change? 

Evan Tylenda: Yeah, absolutely.  I think I take a glass half-full approach to the taxonomy recognizing 

that it is very, very challenging.  So I do believe it can become a very powerful tool for financing 

sustainability of the economy, because it is trying to create a common language, which does not 

exist at the moment.  Everyone is talking in different languages.  So it's very hard to understand 

what is credible with what companies are saying and then what investors kind of interpreting out 

of that.  Now, there absolutely needs to be much more guidance around how this is applied and 

how far it goes, especially around how investors come up with estimates, because I think the 

taxonomy's successful ultimately hinge on its ability to ensure its complexity does not lead to an 

outsourcing of investor responsibility to assess corporate environmental transition risk or 

opportunities where this could just become a compliance function for a lot of investors or they 

take an off-the-shelf solution in provider and just move on with their day. 
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So if it's clear what this can do, then I think it will become a powerful tool that investors will 

engage with companies around and companies will similarly communicate in their climate 

transition strategies around and so forth.  And that was sort of the view from our conversation 

with Air Liquide.  But the - also reality is that this can't be so stringent and rigid that it becomes 

the only way that people can view the ESG performance or what's green in the world.  So it can't 

become a crutch.  You know, I say that could threaten ESG innovation if it becomes so rigid that 

new technologies or things like that may not be able to feature in there in the taxonomy and 

consider themselves green that you're missing the allocation of capital towards solutions that we 

ultimately should have in the world. 

Speaker: Great.  So I will turn it over to audience questions now.  We do have several here, so I 

will try to get to as many of these as possible.  So Evan, one question from the audience is, can 

you provide any practical examples of how companies have already used this framework? 

Evan Tylenda: Yeah, so I would just link back to our conversations we have with, say, Air Liquide, for 

example.  I think what is still very early is the corporate disclosure around the taxonomy.  We 

have seen some companies reporting their alignment to the taxonomy, mostly easy sectors, such 

as, you know, renewable energy production, so the utility companies, but reality is it is still fairly 

early, but kind of behind the scenes, the conversations are that this can become a powerful tool. 

They are thinking about potentially using this as that common kind of language to articulate their 

decarbonization strategy.  And so we definitely recommend listening into that call that we hosted 

at the end of September with companies around this.  But I think reality is we're going to see a lot 

more disclosure because it'll have to come for eligibility starting next year and very likely we'll 

start seeing companies also report their alignment as well, which is demonstrating that they have 

the green component.  And that way we'll get kind of- they'll get investor feedback before it 

actually goes into effect for alignment in 2023.  So definitely, keeping an eye on this theme and I 

think it's only going to grow in importance as we expect to be adopted December 8th. 
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Speaker: Fantastic.  And I have two questions here that I'll combine since they're on a similar topic. 

So one of them says, do we know yet if article eight funds will be subject to taxonomy reporting? 

And the second question is how will articles eight and nine funds that invest in public companies 

collect the required company level 14 metrics to comply with SFDR? And let me know if it would 

be helpful- 

Evan Tylenda: Yeah, no, no, no.  I can see that's a good question.  So right now- it's a nuance question. 

So for article eight funds, right now there is embedded in the taxonomy, delegated act, which is 

the actual regulation.  There's what's called article five and six, which states that article eight and 

nine funds will need to report under the taxonomy.  Now, there is a bit of confusion around article 

eight exactly.  Do all fund- article eight funds need to report eligibility and exposure to the 

taxonomy, or is it only funds that are promoting environmental considerations? And so that is 

what the language specifies for article eight funds.  We know article nine funds all need to report 

under the taxonomy, but it's a little unclear exactly within article eight.  It does say where funds 

are promoting environmental considerations, they do need to report.  So that technically could 

mean you could interpret that, that if you're a social article eight fund, you don't need to report 

under the taxonomy.  But I think reality is most article eight funds tend to be somewhat more 

general ESG integrated funds, general purpose that, you know, one could argue meets that kind 

of promoting environmental considerations at least in some way, therefore need to report. 

But again, that's also where we need some guidance.  We are expecting more clarity there 

around article five and six of the taxonomy, which will specify how article eight and nine funds 

under SFDR need to report.  We have the clarity at an entity level of what asset managers need 

to report under the taxonomy, but not yet for technically the individual financial products.  And 

then the last, the other question on the 14 metrics, which is referring to the 14, what they call, 

principal adverse impact indicators, which we have on this slide as well.  So this is at least 

provisional level two standard of SFDR, which is effectively going to require all article eight and 

nine funds to report the GHG emissions of their fund, the carbon footprint, such as intensity or the 
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finance emissions, and then the GHG intensity of all the company's exposure to fossil fuel sectors 

that you can see these here.  There's a lot of very difficult metrics that they're looking for, 

activities negatively affecting biodiversity areas.  We use the policy metric.  There is a proxy for 

that.  Unadjusted gender pay gaps. 

In reality is a lot of public companies, especially globally will not be reporting this data.  So that's 

going to be a big challenge.  What they're doing in Europe is they are promoting and pushing a 

corporate called the corporate sustainability reporting directive, CSRD, which will require 

effectively 50,000 companies in Europe, even private companies to report on all of these metrics, 

basically.  Now, this list could change because I think they're getting a lot of feedback as some of 

these things are not even reasonable, but that's something that we're keeping an eye on.  And 

reality is there will have to be a lot of estimates, proxy used, particularly for non-European 

companies that are not going to be required to report it. 

Speaker: And let's stay here with companies.  I think very interesting question here from the 

audience where you mentioned that oil companies can invest in activities like carbon capture, 

green hydrogen technologies and gain a green label for investing under the new taxonomy.  Do 

these green investment labels carry over to the oil companies on investors? So if you invest in an 

oil company, does that investment itself get classified as more of a green investment, even 

though the business of oil overall might not inherently be seen as a green practice? 

Evan Tylenda: Yeah, so reality is there's- right now, the regulation for what is considered an ESG fund 

on article eight, article nine is very flexible.  It allows the asset manager to make the 

determination of how they're prosecuting on their ESG strategy.  And one of those strategies can 

simply be that they're taking a momentum or ESG value approach, actually investing in high 

carbon emitting industries or sectors or companies, and they're engaging with them.  They're 

looking for them to improve.  So short answer on, you know, quickly can oil and gas companies 

feature in ESG funds? Absolutely.  And we're seeing more appetite for that.  But then when it 
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comes to the reporting, yes, if you're in the ESG fund, you will have to report the green revenue, 

green cap ex that companies report on a kind of weighted basis, you know, for your fund.  So I 

think I'm reading that same question here.  You know, if the company were to have, say, 10% of 

the revenue that is green while the 90% rest is clearly bad, oil and gas, you can still capture that 

10%. 

So these ratios and calculation for taxonomy are intended to be done at an asset level, not a 

group level, which is very important.  So that means literally one business segment can be 

aligned while the other business segment may not be covered entirely at all, or could even be 

considered doing significant harm, which right now is really only coal power generation, which 

companies yet do not technically have to report.  So that's how they think about it.  So it's only 

covering that green component and that is what investors can take and look at.  And the idea is 

that, that can then become a framework for companies to report on their cap ex going into 

taxonomy aligned activities and what their future trajectory and targets will look like for green 

revenue.  And that then again, is up to the asset manager for how they want to kind of paint that 

narrative of how they're thinking about prosecuting on their ESG strategy. 

Speaker: Yeah.  That's helpful, Evan.  Thank you.  Next question is, can you imagine a taxonomy 

like this in the US? Is that something that would be feasible? And if you've heard rumblings of 

that, what would the timeline look like? 

Evan Tylenda: So short answer.  No, not anytime soon.  I think the US is still probably two, three years 

behind on just the basics of ESG reporting for companies, which is getting rumblings now, and 

you are seeing some movement there from the SEC setting up committees, putting out public 

comment periods for investors to get investor feedback on what they would require from 

companies around ESG performance.  And so that's still very much in that stage.  Like you're 

seeing, for example, human capital metrics now being pushed by the SEC to be reported on as 
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now climate related financial disclosures.  So it's still at that stage.  I don't think they will come to 

build out their own taxonomy. 

Now, with that said, there is a view that if Europe pushes so far and fast on this and it becomes 

the kind of international standard that the US becomes a rule taker around a lot of this ESG 

regulation and it threatens domestic industry, then you could see that timeline increase in terms 

of how quickly maybe they do come up with their own taxonomy.  Now you're seeing other 

countries, for example, kind of taking that view for Canada as an example, is looking to build their 

own taxonomy that will align with the EU version, but also will protect their domestic energy 

industry to make sure that their companies can kind of get recognition for their transition activities.  

But nothing in the US so far.  You're seeing Singapore as well, China as well, looking to develop 

their own international taxonomy.  The UK will actually have their own taxonomy awkwardly 

enough.  There's a big debate right now of what that looks like and potentially could even have 

different standards, which we've kind of advocated against, but they're all looking sort of to the 

EU as the foundation and then kind of adding their own tweaks to accommodate their respective 

sectors of their economy. 

Speaker: And just because this question happens to tie to the one we just discussed, is there any 

implication at all for US companies from these existing [inaudible] taxonomy? So aside from what 

might come in the future in the US or as an example from the EU, does this have an effect today 

on these companies? 

Evan Tylenda: The short answer is absolutely.  So this does have international spillover in a number of 

different ways.  One, any ESG fund or any fund created in the US, which could include US 

companies that is sold into Europe that has to meet SFDR and be labeled as article eight or 

article nine will need to figure out some way to report on their taxonomy alignment and therefore 

come up with estimates mostly, or even global managers in Europe that are invested in global 

companies, you know, US companies as well, will then have to feature and try to figure out a way 
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to calculate estimates for their international non-European companies.  Now, one thing that we've 

kind of gone into the weeds on and if it confirmed, and this is embedded in the article eight of the 

taxonomy, confusing enough, not article eight of SFDR.  So article eight of the taxonomy has 

specified what corporates need to report on under the taxonomy.  They had a provision in there 

that says non-EU companies that can't voluntarily report under the taxonomy, their figures can be 

used now by investors alongside European companies that have to report.  So they've kind of put 

that carrot out there to promote voluntary compliance with the taxonomy. 

We've spoken to a handful of US companies that have kind of recognized that, and I will say vast 

majority are unaware.  But then also investors can come up with their own estimates.  Now, the 

reality is you're not going to be able to run estimates for companies that aren't, say, reporting their 

carbon emissions and you need to run that carbon threshold calculation to see if they're aligned 

or not.  Some companies will be much more obvious than others if they're kind of renewable 

energy equipment manufacturers, you know, you already know that that's going to be pretty 

clearly green and aligned.  So there is definitely going to be, I think, a benefit to all companies to 

think about how they can fit into this, because then they can feature more heavily in investors that 

are going to be looking for those types of companies.  So that is definitely something that we've 

thought of and kind of communicating right now to, I'm guessing what is, US companies on the 

line. 

Speaker: Let's go back to Europe for a second.  So are there any consequences penalties for not 

meeting the reporting requirements of this new taxonomy? How will the EU enforce it? 

Evan Tylenda: So say that again, how the EU enforce compliance-

Speaker: Yeah.  So basically the question here is, are there any ramifications or penalties for 

failing to adhere to new reporting requirements? 
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Evan Tylenda: Yeah.  Good question.  So are there any penalties or fines? Right now, no, that I'm aware 

of, like, there's not like an explicitly stated fine that companies will have for not meeting the 

criteria.  Now, what I think- with that said there certainly will be that kind of market pressure and 

acknowledgement that companies have kind of failed to report that I think is kind of reputational 

risk.  But what I think is likely going to happen is that at least for the first year, potentially even by 

2023, when companies need to run their alignment, which that is coming sooner than you might 

think is that for the first round of reporting, that there will be kind of a blind eye turned to the 

actual figures and stats and the way that people have done this.  And it'll be kind of what's called 

implementation belief, if you will, give it your best effort.  And then the actual structure and 

compliance of this will come into effect the following year.  It's sort of the prevailing view. 

Now they did extend the timeline for companies- anyways, take that for what it's worth.  The 

original timeline was to have to report eligibility and alignment by the beginning of this year, which 

was just impossible.  So they are staging it where eligibility starts first, which is fairly 

straightforward.  And then the alignment comes at the beginning of 2023, at which point, then 

investors actually at an entity level will technically have to report in 2024.  So investors are given 

a year lag on when the companies need to report, which makes sense.  So, yeah, no awareness 

of fines yet and kind of how the regulators are looking to comply with it, because I think reality is 

they still need to provide guidance on how you fully do comply and what good disclosure looks 

like. 

Speaker: Yeah and it's funny in a past life, I was working a lot closer to LIBOR transition as it's 

happening in the US and globally and it seems that these massive regulatory framework changes 

often take a little bit more time than maybe people initially anticipated. 

Evan Tylenda: The one quick thing I will say is, I mean, I shouldn't say that there is no clarity on what 

needs to be reported because that is specified for corporates right now, which is called non-

financial undertakings under the article eight of the taxonomy, which has been released and so 
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that is finalized.  We have research documents that have linkages to that, but you could just type 

in maybe article eight of the taxonomy in Google and find the document there.  There's also 11 

annexes behind that.  The first five of those annexes cover the actual tables of how companies 

will need to report on their revenue, their cap ex and how to think about that. 

Speaker: Great Evan.  You're giving our audience homework, which is you guys should know if 

you've ever done a Launch with GS, you're going to [inaudible].  So last question, as important as 

it is, our audience has been super engaged, but is there any implications for this new- by this new 

taxonomy on diversity, equity and inclusion? I saw in the sort of six pillars that you mentioned 

earlier, it wasn't an explicit pillar, but do you see any indirect or direct ways where this might 

apply to diversity, equity and inclusion? 

Evan Tylenda: So short answer is no, because this is a green taxonomy and now they have thought and 

proposed what a social taxonomy could look like.  So there has been from the sustainable finance 

platform, a release of what a social taxonomy could look like, where that would feature diversity 

and inclusion.  And now, will that go into effect is very unclear.  I think right now there's a lot of 

contention still around the green side of the equation.  So don't get the sense that they're going to 

be pushing too hard on proposing a social taxonomy anytime soon.  I could be wrong there. 

What does feature- the only portion that features in the current green taxonomy is where they set 

what they've called minimum social safeguards for these activities, the 90 activities that I 

mentioned, and it's fairly broad in application and effectively, what they're trying to do with that is 

make the claim that okay, you can't be a wind turbine manufacturer utilizing slave labor.  Like that 

just would not be considered green. 

And so they specify that there needs to be kind of this best due diligence effort to demonstrate 

compliance with things like the ILO, various kind of the UN global compact, human rights 

frameworks.  So they mentioned a lot of these NGO frameworks out there that have social 

components to them and therefore companies are going to need to make sure that they're 
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meeting that.  And now, it's fairly qualitative in focus right now.  There's no hard targets or 

anything like that, which could come in a social taxonomy, but we also don't expect that given the 

lack of support at the moment. 

Speaker: Great.  Well, when and if the social taxonomy happens, I'll make sure to give you a call or 

one of your colleagues and we'll host a webinar just like this one.  So thanks everyone for joining. 

Thanks primarily to Evan Tylenda, again.  He's a vice president of global investment research 

division and the head of GS Sustain.  I hope you have found his insights on the taxonomy and 

more broadly to be useful for yourselves, your companies and your firms.  So Evan sincere thank 

you from the Launch with GS team for joining us here for an hour.  And if you want to see a 

playback of this webinar and/or any of our other webinars as well, you can find that and resources 

for entrepreneurs at www.gs.com/launch with GS.  I appreciate you all joining us today. 
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