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Embedding the South African Green Finance Taxonomy is supported by the South Africa-UK PACT
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made, and no responsibi l i ty or l iabi l i ty is or wil l be accepted by the Carbon Trust or any of its subsidiaries, or its

holding company, or by any of their respect ive off icers , employees or agents in relat ion to the adequacy, accuracy ,
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Why a Taxonomy? 1/3
Global climate change cooperation milestones will continue to drive market pressures

Biennial 
UNFCCC 

processes

7-yr IPCC 
study cycles

Annual COP 
events Better insight to 

domestic emissions 
performance

Greater focus on 
emitting sectors

Proliferation and 
strengthening of 
policy measures

Continued progress 
in climate science 

capabilities

Growth in 
collective 

knowledge

Increase in 
support for 
solutions

Impacts on public 
opinion and CSO 

pressure

Coalitions, 
initiatives and 

negotiation 
positions

Continued 
progress and 

ambition ratcheting

Funding and 
support 

commitments

Growing investor 
pressure

Key recurring 
cooperation milestones

5-yearly NDC 
ratcheting

Increased support 
for specific tech & 
enabling solutions

Increased cooperation & ecosystem 
building

Resulting 
outputs

Market
outcomes



Why a Taxonomy? 2/3
Financial Institution’s (FI’s) reducing climate risk through tools and data; developing opportunities and capabilities

Growing pipeline of 
investments that 
meet the investor 

requirements

Increasing industry 
definitions for 
sustainable and 

transition focused 
assets, projects and 

sectors accompanied 

by practical 
evaluation tools

Growing awareness 
and technical 
capabilities

among investors and 
financiers

Increasing pressure for 
financial sector reform

• Many governments & 
regulators (incl. EMs) 
agree climate change 
poses fiscal stability risk

• Investors (incl. IDFIs)
recognise climate 
change risk and will 
increasingly lean on 
investees and 
beneficiary governments

• Actors working in 
coalition are solving 
technical problems to 
reduce uncertainty – get 
involved and keep up!

▪ National and market-
based taxonomies 
and standards

▪ Supervisory guidance 
and regulation

▪ Tools commissioned 
and proliferated by 
IFIs, DFIs and NGOs

Increasing data by 
which to discern 
performance and 

trajectories for 
decision-making

▪ Financial sector 
reporting regulations 
that percolate

▪ Improvements in data 
analytics

▪ Proliferation of data 
services and open 
source platforms

▪ Financial innovations 
and blended finance 
are de-risking major 
technologies

▪ Greater policy 
alignment in support 
of key technologies

▪ Funded capacity 
building programmes

▪ Knowledge and 
practice development 
and sharing coalitions

▪ Growing 
implementation 
examples

Actors seeking to benefit from these developments need to align projects, assets and developments; be savvy about 
diversifying and structuring concessional finance; and be proactive in investor relations and market engagement



Why a Taxonomy? 3/3
Finance taxonomies assist markets to simplify thematic transactions to become the norm for FDIs

7Source: Adapted from - Bank for International Settlements (2021), NBI and BCG (2020), Hourcade, J.C; Glemarec, Y; de Coninck, H; Bayat-Renoux, F.; Ramakrishna, K., Revi, A. (2021), 
Institution for Environment and Development (2013),  United Nations (2014)

Numerous 
sustainable 

finance 
taxonomies 
coming into 

operation
EU Sustainable Finance Taxonomy 
has far-reaching implications for 

Emerging Markets, where 
European FIs deploy significant 

finance

• Home jurisdiction regulatory 
pressures to align reporting and 
investment portfolios

• Challenges where historic focus had 
been purely ‘social’ or lacked 
granularity of performance insight

International work underway 
towards harmonisation / 

interoperability

• Common Ground Taxonomy for EC 
and China comparison

• SA GFT ‘comparability review’
• Proposition for a regional African 

taxonomy
• G20 and IPSF working groups’ focus

Taxonomies 
expanding into 
multi-objective 
ESG coverage

Multiple jurisdictions 
testing social, transition, 
non-compatible and risk 

taxonomies

• Existing static taxonomies 
are coming into acceptance, 
but cover only part of impact 
objectives and risks

• Implication is that 
definitional structure will 
come social and transition 
investment – soon to impact 
those financial flows

• This is 1st through EU 
regulations requiring insight 
into value chains – often into 
emerging markets

• 2nd, by growing awareness 
and focus on ‘just transition’ 
and ‘inclusiveness’ 
principles

Tools are being 
systematically 

embedded

The variety of Finance 
Institutions are grappling 

with taxonomy development 
implications, and building 

processes to align

• International regulations apply 
to Bonds and to claims 
regarding green products and 
green investments

• FIs now need to be certain of 
the characteristics and 
performance of underlying 
investments to make claims

• Expanding and aligning current 
diligence and reporting 
requirements

• This matters to those seeking 
to access finance; be ready to 
provide evidence of alignment, 
performance and effective risk 
management

No longer a choice, if international 
development finance is sought

Inclusive green stimulus plans, and economic transitions

African economies are exposed and can benefit, as global trends affect 
these FDI and export reliant economies. There are many No-Regrets 
decisions. An RSA example; studies show alignment of economic recovery 
plans with economic decarbonisation likely to:
• Create access to up to $83bn additional international funding
• Ensure access to cheaper funding (e.g., up to 18bps cheaper bonds)
• Have a marked positive job impact – up to 500k direct jobs unlocked in 

green investments (mitigating losses with smart transition policy)
• Contribute toward economic prosperity, as approach mitigates up to 

R1.8Tr in transition risks (e.g., EU CBAM) and enhances competitiveness

Innovative climate finance creates fiscal space, and need not 
increase debt burden

• ICF and alternative finance instruments often willing to accept lower 
returns and participate in innovative transaction structures to pool and 
share investment risks

• Encourages private sector participation (even in shallow capital pools); 
economic transformation and  socio-economic development focus

• Developing access to international green markets and climate finance
• E.g., debt-for-climate swaps; incubators and accelerators for access to TA 

and FS; a multitude of blended finance and partnerships options



Taxonomies Internationally
Development of Sustainable Finance Taxonomies across the world

Source: Sustainable Taxonomy development worldwide: a standard-setting race between competing jurisdictions | Our Center of 
Expertise (natixis.com)

https://gsh.cib.natixis.com/our-center-of-expertise/articles/sustainable-taxonomy-development-worldwide-a-standard-setting-race-between-competing-jurisdictions


Origins
The need for, and purpose of, a national Green Finance Taxonomy was defined in National Treasury’s landmark Technical Paper 
released in 2021, Financing a Sustainable Economy. The paper included the Taxonomy as part of 5 key themes:

National Treasury Report Financing a Sustainable Economy

Key recommendations for implementing sustainable finance

Five Working Groups

Taxonomy Disclosure Sustainable 
Finance

Building 
sector 

capacity

Benchmark 
climate risk

Taxonomy Working Group

1. Establish 1st Edition SA 
Green Finance Taxonomy

2. Define a 
Governance / 
Maintenance 

approach

3. Make further 
recommendations 

concerning taxonomy 
related development



RefineBuy-in
Adopt & 
adjust

Vision and 
relevance

Oversight

Established a Taxonomy 
Working Group and 

considered governance 
and maintenance

Launch & 
deepen

Defined the 
overarching 

definition, purpose 
and objectives

Early Draft Version, 
adapting from the EU 

Taxonomy

Different market 
engagement approaches

Create awareness and 
launch 1st Edition, build 
capacity across sectors 

and regulators

Finalise 1st edition 
and 

complementary 
knowledge

Development Process 1/2
Since early 2020, the team have worked to design, gather input and refine the taxonomy



SUPPORTED BY

Develop further pilots (capacity building & TA) 
to different types of taxonomy users

SUPPORTED BY

STUDY EXAMPLES 
& NEED

DESIGN AND 
MARKET TEST

STUDY POLICY 
STRATEGY

SUPPORT 
COORDINATION

TECHNICAL PARTNERS

TECHNICAL PARTNERS

First phase of taxonomy development Second phase of taxonomy development

Adoption of an agreed taxonomy governance mechanism to maintain the 
national taxonomy; define a mechanism and protocol for how the 
taxonomy can be refined and expanded over time

1

The first national green finance taxonomy, with further areas for 
development; a first comprehensive draft for the country to take forward 
and evolve

2

Provide beta testing support, develop pilot testing case studies and a 
supporting knowledge product to accompany the 1st Edition Green 
Finance Taxonomy; share the demonstrations and learnings 

3

Develop a series of three briefing notes and a white paper as knowledge 
products on key subjects to accompany the 1st Edition Green Finance 
Taxonomy; contextualize its development and impact

4
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Climate transition taxonomy

Non-compatible taxonomy

Social and just transition taxonomy

Provide technical assistance to enabling actors to understand 
approaches, coordinate and plan embedding the green finance 
taxonomy in the ecosystem

Develop and promote open access tools and 
knowledge products for users

Development Process 2/2
The development of the taxonomy has been a two phased approach, beginning with rigorous input to refining the document and 
supporting guidance, and then moving to embedding the use and considering expansion



Consultation Process
A rigorous consultation process to develop and refine the Taxonomy has been followed over two phases of development

User Needs 
Survey, July 

2020

4x Taxonomy 
Working Group 

sessions spanning the 
project

6x Public introductory and 
technical workshops, 

October 2020

Draft taxonomy 
testing with 7 

volunteer FIs, May to 
Aug 2021

Public comment period 
and public consultation, 

June 2021

Intergovernmental 
Sustainable Finance 

Working Group 
consultation

Bilaterals with SA FIs, SA 
regulators & international 

DFIs, Q4  2021

Climate Risk Forum 
consultation and 

interaction with other 
working groups

Sustainable Finance 
website platform for 

comments

Development of the South African Green Finance Taxonomy 1st Edition in a 1st phase of development

Embedding the 1st Ed in a 2nd phase of work

Peer Reviews 
by CBI, IFC 

(complete) and 
EC (underway)

Piloting at 6 organisations, 
including the following sectors: 

commercial banking, 
development banking, 

municipal, private equity and 
asset management, Q4 2021 

onwards

Deepening across 
the regulatory 

environment, Q1 
2022 onwards



ACTIONS OF INDIVIDUAL ACTORS 
AND COALITIONSECOSYSTEM & POLICY REFORM

accelerate learning and adoption 
rates

target policy subsystems, work with 
enabling actors

create and diffuse knowledge

Technical capacity building

Outputs include:

• Guide to implementation
• Regulatory options
• Product concepts
• Identification of support needs
• Disclosure guidance

User pilots

Optionality considerations

Market impact considerations
Outputs include:

• Capacity building
• Assessment tools
• Case studies
• Knowledge products
• Identification of implementation challenges 

and areas requiring further guidance

Embedding the Taxonomy
To stimulate uptake, an approach targeting the regulatory environment and taxonomy users has been undertaken



1. User 
Guidance

2. User 
Orientation

3. Technical 
Standards

+ Additional Knowledge Resources on the 
Sustainable Finance Initiative Taxonomy 
Working Group website, including:

1st Edition South African Green Finance Taxonomy

Why and how South Africa’s ambitious 
Green Finance Taxonomy is aligned with 
the EU Sustainable Finance Taxonomy

The process and insights from the 
development of the 1st Edition of the 
South African Green Finance Taxonomy

Rationale for a phased approach to 
developing South Africa’s Sustainable 
Finance Taxonomy

Briefing note specific to Green Finance 
Taxonomy Development for Green 
Buildings

Summary responses to comments on the 
Draft Green Finance Taxonomy

All documents accessible at:
https://sustainablefinanceinitiative.org.za/

Resources Currently Available
The 1st Edition SA GFT and supporting briefing papers are publicly available and a comprehensive source of information

https://sustainablefinanceinitiative.org.za/working-groups/taxonomy/
https://sustainablefinanceinitiative.org.za/
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Providing certainty
Tool placing emphasis on making 

significant holistic contributions to ESG 
dimensions without detracting from 

others, with specific technical 
characteristics for performance

National Interest
Developed in response to market 

demands and recognition of fiscal risks if 
failing to advance sustainable finance

Standardisation
Can may be used to track, monitor and 

demonstrate credentials of green 
activities in a standardised and efficient 

way

Catalogue
Official classification or catalogue 
defining sustainable economic activities 
based on international best practice and 
South Africa’s national policies and 
priorities

Defines ‘green’
Defines eligibility for minimum set of 
assets, projects and sectors to be 
qualified as ‘green’

Financial Flows
Can be used by investors, issuers, 
shareholders, regulators, government and 
others as a tool to understand financial 
flows, considering international precedent 
and financial systems

What is a Green Finance Taxonomy?
A Green Finance Taxonomy is a tool that sets out the rules and results for what is green (taxonomy-aligned)



What does the Green Finance Taxonomy Support?
As a standardised metric for ‘green’ the taxonomy supports several key objectives

A future economy reference A communication enabler

Sets objectives of sustainable 
progress without trade offs 

Enables the identification of 
economic activities that make 

significant environmental and/or 
social contribution

Sets the destination and direction of 
travel, allowing recognition of 
economic activities that are 

supporting transition

Sets the bar high and requires 
commitment, so resources and 
efforts align and contribute to 

achieving a sustainable economy 

Provides a common language and 
understanding of what is required

Enables performance tracking and 
reporting for environmentally and 

socially fit and unfit activities

A tool to drive change

The taxonomy does not replace –

The need for robust ESG management, effective due diligence and fiduciary dutyx
x

a a a

Investment and financing strategies



The Taxonomy’s Relevance 
It has relevance across sectors and approaches
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Use of Proceeds known
• The economic activity 

that is being financed 
is clearly identifiable

• Use the 7-step 
process to assess 
taxonomy alignment

General investment
• An alternative 

approach is to assess 
company level 
exposure to different 
economic activities, in 
the taxonomy

Own performance
• Recognition for 

activities that are 
already aligned 
and/or contribute to 
the green economy

Enabling activity
• Entity performing the 

aligned economic 
activity, producing 
goods and services

• Entity implementing 
the aligned activity
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Structure 1/3
The taxonomy is structured according to principles guiding technical screening criteria

The Principles define the rule base for 
taxonomy alignment

The principles direct impact to specific 
objectives

The taxonomy illustrates assessment steps 
for recognition of alignment 

It outlines what 
should be disclosed



Structure 2/3
The technical core of the taxonomy is framed around three principles specifying requirements and thresholds per economic 
activity 

1. Climate change mitigation
2. Climate change adaptation
3. Sustainable use of water and 

marine resources
4. Sustainable resource use and 

circularity
5. Pollution prevention
6. Ecosystem protection and 

restoration

At the core of the taxonomy is the definition of a sustainable economic activity. An activity must:

Make Significant Contribution 
(MSC) to at least one of six 
environmental objectives:

1. An economic activity should 
not qualify as environmentally 
sustainable if it causes harm 
to the environment

Do No Significant Harm (DNSH) to 
any of the other five 
environmental objectives

1. It avoids violation of 
minimum “social safeguards” 
(i.e., avoids adverse social 
impacts). 

Comply with Minimum Social 
Safeguards (MSS)

Technical Screening Criteria (TSC) define the specific requirements and thresholds for an activity
to be considered as significantly contributing to a sustainability objective. The performance
thresholds in these criteria are science-based and developed on the basis of a robust
methodology and an inclusive process set to achieve climate neutrality and deliver on climate
change adaptation.

Agriculture, 
forestry, 
fisheries

Manufacturing

Energy

Water and waste

Transportation

Construction

ICT

Coverage: 67 activities 
across 8 sectors

Enabling 
Activities



Structure 3/3
In determining alignment to the taxonomy, there is a ‘7-Step approach’

Step 1

Step 2

Step 3

Step 4

Step 5

Step 6

Step 7

Familiarise yourself with each of the Principles of the taxonomy
To be taxonomically-aligned, users need to meet all four principles

Principle 1: Substantially contribute to at least one of the Objectives of the taxonomy 
Identify the objective the economic activity being considered substantially contributes to

Principle 2: Meet applicable technical standards
Identify whether the economic activity under consideration is covered by the taxonomy

Meet applicable technical standards
Evaluate performance against technical screening criteria

Principle 3: Do no significant harm to any of the other objectives
Evaluate performance against Do No Significant Harm Criteria

Principle 4: Comply with minimum social Safeguards
Evaluate compliance with minimum social safeguards

Conclude on taxonomic-alignment
Disclose results



Application of the Taxonomy
The following decision tree may be helpful in practically applying the taxonomy by defining use of proceeds

Can the types of investment/finance/use of 
proceeds be defined to a specific activity at 

asset or project level?

YESNO

Refer to the ‘7-Step approach’ in 
determining alignment to the taxonomy.

Alternative application option is to explore splitting 
client exposure across activities for the purpose of 
classification. 

Lenders
• Corporate and general 

purpose loans
• Green bonds
• Project finance
• Credit facilities

Investors
• Government securities
• Investment-grade bonds
• Listed and unlisted equity
• Indexes 
• Direct investments

Owners and 
developers
• Project finance
• Development 

finance

then



Example 1/3
The Green Finance Taxonomy 1st Ed. includes orientation and substantial technical detail for alignment assessment

The first step would be to consult the Catalogue of sectors and activities and locating the 
economic activity of relevance. This would then refer the user to the specific Technical 
Screening Criteria for that economic activity.



Step 3

Section 6: Catalogue of sectors and 
activities

Section 7: Technical screening criteria
Example 2/3
e.g. Solar PV & wind Power projects

1. MSC



Step 5

Example 2/3
e.g. Solar PV & wind Power projects

2. DNSH

3. MSS
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Reporting Turnover from Asset to Company-level
Once asset-level taxonomic-alignment is determined, the share of finance attributable on a company-level can be determined



Reporting Turnover on a Company-Level
Turnover is ring-fenced according to renewable energy activity and then taken through the four Principles of the taxonomy

C3 Wind 
powered energy 

generation

C2 Hydro 
powered energy

C1 Coal 
powered energy

Aligned, no threshold

Data cannot be verified –
Assumed not to be met

Not aligned

Company has three revenues streams with respective 
turnover contributions.
• Coal powered energy is not eligible, therefore 

excluded. 
• For energy from hydro power the company has not 

produced information and therefore substantial 
contribution cannot be determined. 

• Energy from wind power is eligible.

Taxonomy-aligned 
turnover 50%

Only DNSH for C3 Minimum social safeguards 
due diligence

25%

25%

50%

Proportion of 
total turnover 

from respective 
activity 

undertaken by a 
company

Activities 
and turnover proportion

For energy generation 
from wind, the investor 
needs to check for 
DNSH criteria. For this 
example, the company 
does not provide that 
information. Therefore 
the investor has to 
conduct due diligence.

If the information is not 
reported, the investor has to 
conduct due diligence for 
minimum social safeguards

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

Principle 3: Do no 
significant harm to any 
of the other objectives

Principle 2: Meet 
applicable Make 
Significant 
Contribution Criteria

Principle 4: Comply with 
Minimum Social 
Safeguards



Equity fund is 36% taxonomy-aligned (R590m)

Fund constituents

R800m is aligned to a close 
combination of green and other

R300m is aligned to non-
compatible

30% weight 50% weight 10% weight

Annual total turnover

Fund equity share in 
company

Weighted contribution

Aggregate taxonomy-
aligned exposure

R150m R30m

Substantially contributes to 
climate change mitigation 

through wind energy

Substantially contributes to climate 
change mitigation through the provision 
of renewable energy and substantially 

contributes to (for example) respect for 
human rights  through skills and life 

long learning

Detracts from climate change 
mitigation through significant 

GHG emissions release

Taxonomy contribution

Meets all green requirements Meets all green and some future 
requirements

Activity is identified on non-
compatible listing and 

therefore detracts from GFT 
objectives 

Criteria alignment

Company A 
Wind energy company

Company B 
Solar PV company

Company D
Coal fire power plant

R400m is aligned 
to Climate 
transition

10% weight

R40m

Cement company operates two 
cement plants. Plant A contributes 

to climate change mitigation 
through transition, plant B is not 
taxonomy aligned to transition

Meets all climate transition 
requirements for plant A but not 

plant B

Company C 
Cement company

R500m is aligned to green

R1.63b
Total fund turnover (R)

Taxonomy-aligned 
turnover

R150m R40m

Green finance aligned to climate 
change mitigation objective 

Green- and other-aligned finance 
contributing to the climate change 
mitigation objective and another 

objective

Climate transition 
aligned finance

R1b is not taxonomy 
aligned

95% weight

R950m

Economic activities are 
not recognised by the 

extended Green Finance 
Taxonomy

No criteria currently 
exist

Company E, F & D
Professional services

R400m

R400m

R600m is not 
taxonomy-

aligned

R60m

Reporting Financial Metrics from Company to Fund-Level
Once asset-level taxonomic-alignment is determined, the share of finance attributable on a company-level can be determined
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Source: Eurosif, 2022

The EU Approach 1/2
The EU taxonomy is at a similar stage of development, however is coming into mandatory enforcement applying a staggered approach



• Aims to establish a voluntary uniform 
green bond standard for the EU

• The EUGBS will “set a gold standard 
for how companies and public 
authorities can use green bonds to 
raise funds on capital markets to 
finance such ambitious large-scale 
investments, while meeting tough 
sustainability requirements and 
protecting investors”

• Requirements:
1. Taxonomy-alignment mandatory
2. Transparency
3. External review
4. Supervision by European 

Securities Markets Authority 
(ESMA)

Source: EU TEG Report on EUGBS Overview

The EU Approach 2/2
One of the regulatory approach to mandatory enforcement is the EU Green Bond Standard




