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Setting the scene

Introducing the webinar’s theme and
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Application of the DNSH principle to

Trinomics &

R&D and green innovation projects

Main challenges

Limited (potential) environmental impacts
Projects are not expected to have any significant
negative impact on the environment due to their
nature (i.e. R&D, competitiveness, innovation).

Lack of technical guidance

No technical screening criteria exist for early—stage
innovation projects under the Taxonomy Delegated
Acts (i.e. green H2) and lack of BAT repository.

Process standardization vs project characteristics
Requirements do not change with the size of the
project resulting into “large volume” of simplified
DNSH assessments of projects with no significant
environmental impacts.

Potential solutions

Alternative approaches to DNSH

Development of (new) methodologies for activities
and investment projects based on alternative
processes and have DNSH embedded in the
investment decision as applied by private sector
actors.

- Focus case study 1: Finnish Climate Fund

Green budgeting & tagging framework

Identification and measurement of green
components into projects and national budget.

- Focus case study 2: Austria

Funded by European Union
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Czechia

Experience of the Ministry of Industry
and Trade
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Application of the DNSH principle to R&D and green innovation projects

Peer learning exchange on existing practices on the application of the DNSH principle

Context in Czechia:
introducing of experience, challenges and learnings

Ministry of Industry and Trade of the Czech Republic
Department of Structural Funds

16th February 2023




Context

=» Competitiveness based on twin transition

=» Emphasis on mission-oriented economy, smart transition (S3 strategy)

=» Cut-off from Russian fossil resources, energy crisis

=» Ongoing climate goals

=» Massive investments by world economies in carbon-neutral technologies
=» Emerging new net-zero value chains

=» New EU iniciatives - RePower EU, Industrial Green Deal

optak.cz #OPTAK 0@ @optakCZ




Methodical starting points to the DNSH (incl. CP) assessment

=» Common Provision Regulation (CPR)

=» Commission explanatory note ,Application of the DNSH principle under Cohesion Policy“
=» Technical guidelines for RRF

=» Technical guidelines for climate proofing

=» Taxonomy Regulation including Delegated Acts

=» Framework DNSH/CP guidelines for EU funds in the Czech Republic

optak.cz #OPTAK 0@ @optakCZ
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Programme Technology and application for competitiveness

Funding: ERDF

Managing Authority: Ministry of Industry and Trade

PO1

EUR

3136

MIL.

TOTAL
ALLOCATION

OF THE

PO 2 OP TAC

PRIORITY 1

Strengthening the performance of
enterprises in research, development and
innovation and their digital transformation
EUR 1 195 mil.

PRIORITY 2

Development of SMEs’
entrepreneurship and competitiveness
EUR 393 mil.

Development of digital infrastructure
EUR 192 mil.

EUR 935 mil.

EUR 260 mil.

EUR 393 mil.

EUR 192 mil.

S0 1.1 Developing and enhancing research and |nter\lent|0n flelds WIth the

innovation capacities and the uptake of advanced Clima tagg:
technologies

029 —low carbon ecoonomy

SO 1.2 Reaping the benefits of digitisation for 030 - CerUlar economy

citizens. companies, research organisations and
public authorities

SO 2.1 Enhancing sustainable growth and
competitiveness of SMEs and job creation in SMEs

Enhancing digital connectivity

PRIORITY 4

A shift towards

a low carbon economy
EUR 1 050 mil.

PRIORITY 5
More efficient resource management
EUR 149 mil.

PRIORITY &6
Development of sustainable mobility
EUR 71 mil.

Technical assistance [

EUR 86 mil.

optak.cz #OPTAK 0@ @optakCZ

EUR 500 mil.

EUR 256 mil.

EUR 294 mil.

EUR 48 mil.

EUR 101 mil.

EUR 71 mil

SO %.1 Promoting energy efficiency and reducing Intervention f|elds Wlth
greenhouse gas emissions the Clima tagg:

038, 039, 040, 043, 046,
047, 049, 052, 053, 054,
064,075, 076

SO &.Z Promoting renewable energy

SO 4.3 Developing smart energy systems, grids and
storage outside the TEN-E

B SO 5.1 Promoting access to water and sustainable water
management

. SO 5.2 Promoting the transition to a circular and
resource efficient economy

. I =0 &.1 Promoting sustainable multimodal urban mobility




Methodical approach to the DNSH (incl. CP) assessment

=» 1. assessment at the level of specific objectives
=» 2. refinement for level of activities (challenge)

=» 3. processing of the internal methodical procedure - distribution into 3 standardized
,DNSH/CP“ procedure

Procedure 1- negligible influence identified at the SC level — no specific criteria

Procedure 2 — specification of DNSH obligatory criteria (+ CP in the case of infrastructure)

Procedure 3 — technical criteria for environmentally sustainable investments according
to Commission Delegated Regulation (EU) 2021/2139, or other relevant
legislation.

optak.cz #OPTAK 0@ @optakCZ
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DNSH principle to R&D and green innovation projects

=» Supported activities:

- R&Din the enterprises & S
— — - Proof of Concept e e
- Measurement, testing

Nationél Research and Innovation
Strategy for Smart Specialisation

m,m — =» |ntervention fields with the clima tagg: 029, 030 [ =t Republic 2021-2027
St e ooeee=sEE T oy axcluded CZ NACE including non-supported activities (National RIS3 Strategy)  *
i e according to ERDF '

DNSH: formulation of specific requirements at 6 env. . = ° .
priorities (template) incl. the applicant's own statement U

mmmm ] on the method of fulfillment 3 .
e RIS3: technological readiness, R&D priorities - | X \
=» Evaluation model: advantage (higher number of points) . | A .
within the quality assessment — impact of the project
=» Project business plan — chapter 5.3 — impact on the

environment

optak.cz #OPTAK 0@ @optakCZ
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DNSH principle to R&D and green

S

v ¥

v v

Supported activities:
Implementation of R&D results into practice
Infrastructure for corporate R&D

Intervention fields with the clima tagg: 029, 030

DNSH: formulation of specific requirements
at 6 env. priorities (template)

Climate proofing - ex-ante assessment of carbon
footprint  (calculation  according to  EIB
methodology)

RIS3: technological readiness, R&D priorities

Evaluation model: advantage (higher number of
points) within the quality assessment — impact of
the project

Project business plan — chapter 5.3 — impact on
the environment

optak.cz #OPTAK 0@ @optakCZ

Innovation projects - CP

Climate proofing— mitigation

- at the activity level, an ex-ante calculation
of the probability of exceeding the value of 20,000 t CO2
eq was carried out by the Managing Authority (data from
OP EIC 2014-2020

HODNOCENI VLIVU PROJEKT{ OP TAK VE STADIU ZADOSTI NA KLIMA ( CLIMATE PROOFING )

N

Tadatel : [ zpracoval : [ [ Dawm

ev projektu : [ | Refereini éislo

Ve vjpotru zohlednéte pouze ty provozni polodky, jejich wznamnéj3i diouhodobé nawsent je pro Vas projekt relevantni VysvEtlivky kvypinéni Zadatelem
Piipadné poznamky a vysvEtlujici komentafe k jednotlivjm polofkam uvadgjte prosim na listu Komentare

NEPRIME EMISE (nawiZeni rodni provozni spotfeby energii 3 jinjch vstupd, které zplsobujl klimatické zmény) jedn. / rok EF (1e-C02/jedn.)  te-C02frok
A realizaci projektu dojde k navigeni dlouhodobé roéni provozni spotieby elekirické energie ( typicky libovolng virobni nebo provozni technologie a strojni wbaveni, vytapéni nebo ohiev| 250 MWh/ rok 0,391
pokud neznate ofekavanou budoudi zménu spotfeby elekirick energie, odhadnéte ji napf. na 28kiadé Gdajl o nawien instalevaného pfikonu a roéniho fondu pracowni doby / planované sménnesti nového provozu
B | realizaci projektu dojde k navjSeni diouhodobe rofni provozni spotfeby zemnino plynu | typicky vjrobni nebo provazni zafizeni uréené k taveni, vpalovani, suSeni nebo dosouSeni, vytapeni nebo ohiev | tis.m3/ rok 261
pokud neznéte budoud zménu skutetné spotieby zemniho plynu, odhadnéte ji napr. 2a predpokladu celoroéniho provozu @ teoretické maximalni spotfeby / instalovaného piikonu
€| realizaci projekmy dojde k navigni dlounodobé roéni provozni spotfeby ostatnich paliv representovanyeh LTO ( typicky provozni 2afizeni urten pro wiapeni a ohfey | 55 tislfrok 316
vehledem k tomu, 3e poufiti fosilnich paliv vietné mazutu (TTO) nelze podpofit, je spotieba LTO pravdépodobné dostateing vhodnym zastupcem ostatnich paliv
D | realizaci projektu dojde k navySeni dlouhodebé roéni provozni spotfeby pohonnych hmet representovanich metorovou naftou [ typicky mobilni nebo stacionrni vznétevé motory, rezervni generétery ene. 89 tisl/rok 252
ostatni obwykIé pohonné hmoty mobilnich & stacionmich vzn&tevich motord maji spie nizi emisni faktor, e jejich piipadnyviivs rezervou implicitné zohlednén
E | realizaci projektu dojde k navjZeni dlouhodobé rofni spetfeby nebo objemu primyslowich chiadiv [ typické poufitf v chiadicich a klimatizatnich jednotkach, tepeinjch Zerpadlech, jako izolanty nebo hnaci plyny | ke/ rok 2141
pokud se jedna o navjeni objemu pri ého chladiva v uzavienjch systémech, piedpokladsjte pouze 3% roéni provezni iniky do vnéjSiho prostiedi, pokud znate konkrétni typ chladiva pousijte tabelované emisni faktory EF 2 listu Data
F | realizad projektu dojde k wznamnému navigeni jinjch dlouhodobych rotnich nepfimjch provoznich emisi (wznamné diouhodobé rotni provozni spotieby | jedn / rok =
poutijte pouze v piipadé skutetné vj &ho navjZen! spotieby nékteré 2 dalich energii nebo jinjch vstuph s jm dopadem na klima ( emisni faktory nékterjch 2 nich najdte na listu Data, jinak uvedte 2droj)
NEPRIME EMISE VLIVEM PROVOZNI SPOTREBY CELKEM 1e-C02/ rok 0
PRIME EMISE ( uniky sklenikovich plynd do ovzdugi ) jedn./ rok EF(1e-002/jedn.)  te02frok
G| realizaci projekmu dojde k navigeni roénich provoznich emisi oxidu uhlicitého C02 ( typicky produkt spalovéni fosilnich paliv a biomasy, energetika, vroba tepla a pary ve zpracovate lském promysiu ) 1002/ rok T —
kromé zmény kontrolovanych emisi odhadnéte také pipadny narist fugitivnich (ved| ejEich nekontrolovateingeh Gniki do ovedus), predbéin predpokiadejre do 5% kontrolovanjch emis
H | realizaci projektu dojde k navigeni roénich provoznich emisi metanu CHA { mimo zemdé|stvi a téfbu ropy a zemniho plynu v primyslu zejména cementarny a cihelny, chemicky a farmaceuticky primys! ) £CHA rok 2 -
kromé zmény kontrolovanych emisi odhadnéte také pfipadny narlst fugitivnich (vedejéich nekontrolovatelnch Gnikl do ovedus), predbéné predpokladejte do 5% kontrolovanjch emisi
CH| realizaci projektu dojde k navjSeni roénich provoznich emisi oxidu dusného N20 { typicky nitroarealova preprava a nasledna podnikova doprava, jinak napr. viroba kyseliny dusiné a acidové | £N20f rok 208 -
v pfipadé mabilnich a stacionamich zazehavich motard neba jinjch spalovacich zafizeni 2vaite, jestli jejich vlivjiz neni zohlednén jake nepfimé emise ve spotfebé energii nebo pohannich hmat
|| realizaci projektu dojde k navjgeni roénich provoznich emisi tékavich organickjch |tek TOL (VOC) { typicky viroba a provozni poutivani barev a laki, Gigténi a odmaitovani, pravidelng ddriba | 701/ rok 6 -
poutity emisni fakior odpovida jSim organickym I3tkém ostatni TOC jsou s rezervou zahruty také, krom jch emisi odhadnéte také fugitivni emise (vedlejsi é Gniky do owdusi), piedb&ing do 5% jch emi
1| realizaci projektu dojde k navjEeni roénich provoznich emisi trifluoridu dusiku NF3 { wiuén v pfipadé vjroby mikroprocesor( 3 jiné elektroniky, obrazovek, displejd, monitord a foteveltaickych Elanki | kg NF3/ rok 17 200 -
pripadné hexafluoridu siry SF6 ( v piipadé wroby elektronickjch souiéstek a zafizeni nebo pii provozu silnoproudé elektroenergetiky | kg SF6/ rok 22300 -
tyto slouéeniny zvafte pouze v piipadé projeked viroby ik, pfipadné provozu pfenosevich nebe distribunich siti silneproudé energetiky, odhadnéte i fugitivni [ &) emise do ovedusi
K | realizaci projektu dojde k wznamnému nawjeni jinjch roénich provoznich piimych emisi ( wznamnému Gniku dalich sklenikovjch piynd | jedn [ rok -
poutijte pouze v piipadé skutetné vjznamného nawjeni spotieby nékteré 2 dalSich energii a vstupil s prokazatelnjm dopadem na klima ( emisni faktory nékterjch z nich najdte na listu Data, jinak uvedte zdroj)
PRIME EMISE VLIVEM UNIKU SKLENIKOVYCH PLYNi: DO OVZDUSH CELKEM 1e-C02/ rok 0
CELKOVE EMISNI ZATIZENT VLIVEM PROJEKTU OP TAK VE STADIU FADOSTI { CLIMATE PROOFING ) te-C02 rok 0




Projects of Energy efficiency, renewable energy, energy infrastructure

The technical criteria for environmentally sustainable investments according to Commission Delegated
Regulation (EU) 2021/2139, or other relevant legislation were used for the assessment of DNSH .

=» Intervention fields with the clima tagg: 038, 039, 040, 043, 046,047, 049, 052,053, 054

=» 040 - If the objective of the measure is (a) to achieve, on average, at least a medium-depth level renovation
as defined in Commission Recommendation (EU) 2019/786 of 8 May 2019 on building renovation (OJ L 127,
16.5.2019, p. 34) or (b) to achieve, on average, at least a 30 % reduction of direct and indirect greenhouse
gas emissions compared to the ex-ante emissions.

=» 043 - If the objective of the measures concerns the construction of new buildings with a Primary Energy
Demand (PED) that is at least 20 % lower than the NZEB requirement (nearly zero-energy building, national
directives)

=» 049 - If the objective of the measure relates to the production of electricity or heat from biomass, in line with

Directive (EU) 2018/2001 of the European Parliament and of the Council of 11 December 2018 on the
promotion of the use of energy from renewable sources

optak.cz #OPTAK 0@ @optakCZ
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Projects of Energy efficiency, renewable energy, energy infrastructure

e Call Annexes:

=» Specific conditions of the program (which
will be commented on by the energy specialist)

optak.cz #OPTAK 0@ @optakCZ

Specificka podminka programu

Stanovisko energetického specialisty tam, kde je to
relevantni®

Spinéno
(ANO/NE/NERELEVANTNI )

a

V rdmci Vyzvy bude podpofen projekt, ktery prokaie isporu energie
v konecné spotiebé energie podle tabulky £.3 Analyza uZiti energie
— bilance pfinosu projektd uvedené v Pfiloze €. 3 k wyhldice ¢
141/2021 Sb. o energetickém posudku a o udajich vedenych v
Systému monitoringu spotfeby energie, v platném znéni.

Opatfeni renovace stdvajicich budov musi spinit minimaini dsporu
primarni energie z neobnovitelnych zdrojd? ve wyii 30 % na zdkladé
Taxonomie: Nafizeni Evropského parlamentu a rady (EU) &
2020/852 ze dne 18. ervna 2020 o zfizeni rdmce pro usnadnéni
udrZitelnych investic a o zmé&né nafizeni (EU) 2019/2088 a jeho
doplnéni pokud jde o stanoveni technickych screeningowych kritérii

Opatfeni v ramci renovace stavajici budovy spliuje
kritérium Gspory primarni energie z neobnovitelnych
zdroju minimalné ve wysi 30 %, a to na zakladé
stanoviska energetického specialisty, jenz je doloZen
energetickym posudkem. V ramci opatieni dojde k
celkevému sniZeni energie z neobnovitelnych zdroji
energie o 45 %. Spotieba primarni necbnovitelné
energie byla snifena ze 100 na 55 MWh/rok

ANO

[

V pripadé opatfeni mimo renovace stavajici budovy musi splnit
Usporu primarni energie z neobnovitelnych zdrojd® minimalné ve
vyEi 30 % nebo v praméru alespoi 30 % sniZeni pfimych a nepfimych
emisi sklenikovych plynd v porovnani s pfedchozimi emisemi na
zakladé Nafizeni evropského parlamentu a rady (EU) 2021/1060
z divodu zapoéitani podpory této aktivity do plnéni cill v oblasti
zmény klimatu v plné wysi 100 %.

Opatfeni v ramci modernizace technologie spliuje
kritérium v praméru alespoii 30 % sniZeni pfimych a
nepfimych emisi sklenikovych plyni v porovnani s
pfedchozimi emisemi, a to na zakladé stanoviska
energetického specialisty, jeni je doloZen
energetickym posudkem. V ramci opatieni dojde k
celkevému snizeni emisi CO2 o 35 %, tj. ke snizeni
emisi CO2 z vychoziho stavu 100 t/rok na 65 t/rok po
realizaci projektu.

ANO

Specifickd podminka programu

tam, kde je to
relevantni®

Spinéno
(ANO/NE/NERELEVANTNI ™)

d

Pokud jsou absolutni* anebo relativni® emise vyEsi nez 20 000 tun
CO: ekv./rok, tak je nutné stanovit uhlikovou stopu podle sdéleni
Evropské komise 2021/C373/01 (Technické pokyny k provadéni
infrastruktury z hlediska klimatického dopadu v obdobi 2021-2027).

Emise jsou niZsi neZ 20 000 tun COZ ekv./ rok viz
energeticky posudek. Vzhledem k tomu se neprovadi
vyc&isleni stinové ceny uhliku.

ANO

e

Podle § 25 odst. 5 zakena €. 165/2012 Sb., o podporovanych zdrajich
energie a o zm&né n&kterych zakond ve znéni pozdéjiich pfedpisi
se investiéni podpora tepla nevztahuje na soldrni systémy nebo
systémy s tepelnymi Cerpadly, které by swym provozem zhorSily
celkovou primérnou roéni Géinnost stavajicich ucinnych soustav
zasobovani tepelnou energii. Tyto soustavy zdsobovdni tepelnou
energii eviduje a zplsobem umoZiiujicim dalkovy pfistup zverejiiuje
Energeticky regulaéni Gfad do 30. dubna nasledujiciho roku. V
pfipadé éasteéné nahrady dodavek energii ze SZTE, je moZno projekt
podpofit pouze se souhlasem vlastnika & provozovatele SZTE.

fy

V pripadé, ie wyrobna elektfiny z KVET je pfipojena do pfenosove
nebo distribuéni soustavy nesmi dodat do pFfenosové nebo
distribuéni soustavy vice neZ 20 % roénihc mnoistvi elektfiny
vyrobené v jim provozované wvyrobné elektfiny, sniZeného o
technologickou vlastni spotfebu elektfiny.

g8)

5,

S ohledem na nemoZnost zapoé&itani Gspory energie z OZE do plnéni
smérnice o energetické Uginnosti® je nutné, aby u projektu zahrnujici
instalaci fotovoltaickych systémi, wvyie Uspory energie z téchto
opatfeni nepfekrocila hranici 30 %. Jedna se o velikost podilu u
indikdtoru povinného k naplnéni 323000 SniZeni koneéné spotifeby
energie 1 nodnnfenvch suhiekt

Pfirodni chladiva chladnicek a mrazniéek musi spinit potencial
globalniho oteplovani (GWP) < 150 podle Nafizeni Evropské komise

£.517/2014 o fluorovanych sklenikowvych plynech.

WV pfipadé aktivity sniiovdni energetické naroénosti/zvyiovani
energetické utinnosti wyrobnich a technologickych procest musi pfi
pofizeni  energeticky  usporndjSich  wyrobnich  stroji a
technologickych zafizeni respektovany nize uvedené podminky:

rotni produkce nového zafizeni nesmi prekrofit roéni produkci
nahrazovaného zafizeni”; pokud dojde k pfekrogeni roéni produkce,

tak musi byt pro vypotet zplsobilych wdaji aplikovan ¢lanek 38 bod

3 b) Nafizeni Komise (EU) & 651/2014°
zafizeni musi byt nové a soufasné musi byt prokazatelné, Ze|inventdrni karty majetku bude predloiena k Zadosti o

Doklad o ekologické likvidaci CNC stroje a kopie

nahrazovand zafizeni jif nejsou poutivina® platbu v souladu s wyée uvedenymi pokyny.



Projects of Energy efficiency, renewable energy, energy infrastructure

* Annexes:

=» Template: Assessment of the performance of an
environmentally sustainable investment and
verification of the infrastructure from the point of
view of climate impact

Specification of supported activities (homogenous type
of projects) + DNSH conditions + statement of the
applicant

Example of supported activities:
Renovation of existing buildings,

Energy consumers (zero direct
emissions),

Installation and operation of electric heat pumps
Production of electricity from bioenergy,

Combined heat/cooling and electricity production
from bioenergy

Production of heat/cooling from bioenergy

(exhaust) CO2

v vYVv Vv ¥
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I. Asessment of DNSH - example

Type of supported activity: Renovation of existing buildings

Description of supported activity:

Rgducing the encrey demand of buildings of business entitiss:

- Insulation of 108 perimetsr shell replacement and renovation of oesning fllings, XNSC COnSRNEHIN. MEasMIss
having a demonstable effect on the energy efficiency of the building in accordance with the minimum
TERUIrEMENts resulting fram the directive on the snersy. sfficisncy of buildings, ingluding the installaxion of sxtsrnal

shading elements;

- ingreasing, the energy. sfficiency of the technical equipment of buildings (cegling. forced ventiiation ingluding
recupsration, adiustment of air humidity, hot water preparasion.and lighting of the interier.of the bullding):

- introdugtion of management elements of efficiant energy management in buildings:

- elements. of adaptatian. of buildings to climate changs resnecting reAulremEnts for the auality of the intemal
anviranment (vegetated roofs and facades);

- sqlar thermal systems, ehareveltaic systems, installation of thermal or slectrical enerey storaes units.

Technical screening criteria

a) Mitigation
The activity meets the criteria below: ¥ES MO
Example:

1. Renovation measures of existing buildings must meet a minimum saving of primary energy from

non-renewable sources of 30%
PENEVERIE 3ources ot

2. The building is not used for extraction, storage, transportation or production of fossil fuels

Method of meeting the criteria and a link to the document in guestion, which confirms the fulfillment

of the given criteria:

Example (is gyailable to gpalicants)
The measure within the rengvation of the existing building meess the criterion of saving primary energy from non-
renewakle squrees of af least 30%. based on the opiniqn of an.energy spesialist, whish is desumented by an snergy

aSEESEMENS. As part gf the measurs, thers will he.a toral reduction of ensrgy fram non-renewable snsrey. sources | o

by 45%. The consumetion of primary, non-renewable. enersy was reduced from 100 to 55 MWh/year. 2) The
building where, energy:saving measwres will he.implemented is not used fox extraction, sterags, ransauation.ar
preduction, of fossil fuels- The. oumer of the building does not have CZ NACE cades lisied in the tade register: 05,
06, 091.

T}



Challenges

Revised GBER

R&D innovation projects aimed at nuclear energy — relevance to ERDF (delegated act 2022/1214 of
9 March 2022)

Financial instruments

The consideration of the criteria of delegated acts in relation to the legislative obligations of
enterprises according to the taxonomy (although the criterion of environmentally sustainable
investment according to the taxonomy is not binding for ESIF, it is only a frame of reference), the
question of impact to SMEs

Specification of criteria for technologies for which the creation of environmentally sustainable
investment criteriais announced (i.e. EU strategy for sustainable and circular textile products)

Specification of criteria for technologies for which we have no information that taxonomy criteria are
being considered (non-metallic products - glassmaking?) — currently we are following legislation

Availability of data for climate proofing —adaptation

=» Reflection of new EU initiatives - see Industrial Green Deal - e.g. uniform EU certification for net-zero
technologies

vV vV

v v ¥

optak.cz #OPTAK 0@ @optakCZ
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innovative technologies
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ombating cli

The Finnish Climate Fundis a Finnish state-owned special-assignment company.

Primary investment targets are industrial scaling projects — from facility investments to digital
solutions.

Operational from 2021, so far 15 investment decisions.
Ticket size is 4-40 M€, yearly target 130 M€,
Primarily capital loans, also other financing instruments are possible.

Each project shall be aligned with the DNSH (“do no significant harm”) principle.

A
AT
16.2.2023 22 GQ/\/A J}&@
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Al gment with DNSH principle is a precondition
~ for the Fund’s investment decisions

« Everyinvestment must pass the preconditions.

« If the preconditions are met, the final priorisation and
selection of investment proposals will be made based

on the impact criteria. 1 Credible plan for

« repayment of the
investment and

return of capital

2 With Climate Emissions
» Fund’s investment reduction
the project will be potential

realised in the first

place, earlier or on b o
roductivity
_alarger scale and business

| ~- potential
. 3 Alignment with the "~
« “do no significant l

Preconditions Impact Criteria

Investment,

hosal Specific
ssessment

Natural resources
and circular
economy

Biodiversity
impact

Export potential

Social justice

Leveraging EU

N harm” principle ! funding
e i ..and other
relevant impacts
16.2.2023 23 In addition, the Climate Fund's assessment process examines the

project’s alignment with the EU taxonomy.



Regulatory / guidance landscape for DNSH analysis (in Finland)

Taxonomy regulation: Recovery and Resilience Facility Finnish acts on priority of permitting
(also REpower EU): for certain green projects:
EU-level The Finnish

National lev el

European Council 7/2020 decision and conclusions on recovery plan and multiannial financial fromework:
EU expenditure should be consistent with
Paris Agreement objectives and the "do no harm" principle of the European Green Deal.

Taxonomy regulation
(article 17) ‘
(2/2021)

RRF-regulation
(2/2021)

v

RRF-technical guidance
. (2/2021)

A

Finnish RRF-plan and regulation

(12/2021) o em == -~ """ T T T T
Jpeii— e
-y v T
. _ 1~ Guidance bythe . Guidance by S
- A . Guidance by - soocoocooooodbooooooooos ~o
1. Delegated act A—l LU S LB N Yy Business i "Priority Law” i S~
(1/2022-) . Institute (2/2022) Finland ! 1/2023 ! >
o (1/2022) (2/2022) . (1/2029) _______ !
Il Separate DNSH guidance
Present | (1/2023)

DNSH in Finland —guidelines Q1/2023
(more guidelines for

1

1

| The rest of the delegated
! acts

7
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1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
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1
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Approach to assessing the DNSH principle

Are there authority Is the project activity DNSH-guidance

approved DNSH-analyses eligible under EU » of the Finnish Environment
for the project? taxonomy? (is there a suitable No Institute*
activity class?)

Yes Yes |
, v
Initial acceptance Check against the DNSH Finnish Climate Fund assessment
of results s » criteria from the taxonomy of passing the DNSH principle
_____________________ >

Delegated act

« Currently we apply criteria from 1) the taxonomy delegated act and 2) DNSH guidelines made by the
Finnish Environment Institute as a basis for passing the DNSH principle.

 We continuously follow the development of DNSH regulatory landscape and aim is to apply relevant
new guidelines as soon as they are available:
— New taxonomy delegeted acts
— National guidelines (DNSH in Finland project)

16.2.2023 | 25 LLR/X\Q%CT)O
*comprehensive guidelines made primarily for RRF projects N\



DNSH as a part of the investment process

THE FINNISH CLIMATE FUND:

CRITERIA: Funding FINANCING AGREEMENT

* Alignment with DNSH as a decision * Follow-up measures

precondition e ° Monitoring and reporting obligations
* Measures in case of deviation

analysis, evaluation of an external advisor Funded activity continuously in line with DNSH
>
DNSH analysis made by an Reporting monitoring datal Reporting monitoringdata N
applicant (typically once a year) (typically once a year)
CLIENT COMPANY:
« The Client does an initial DNSH assessment before the Fund team. The analysis is v alidated by an external advisor.
* Analysisis based on data thatis reasonably av ailable prior to the financing decision.
— Many DNSH criterion concern the operational phase and cannot be checked beforehand, also in many cases
EIA and environmental permitting are topical only in the later phase.
+ Openissues and uncertainties managed by follow-up measures and reporting obligations.
16.2.2023 | 26 ILMASTO-



Reflections on practical application of DNSH guidelines

— DNSH guidelines and their application practices are still developing.

— Might be helpful ifit were more clearly pointed what DNSH requirements are in addition to the
legislative requirements, EIA processes and environmental permitting.

— Thereis always room for interpretation:

-> what is a sufficient level of analysis and who can eventually judge thise

-> e.g. benchmarks and case examples on conducted DNSH-analyses could be useful.
— Who should| hire to check the analysis:

= Naturally importantto have quite a good understanding on environmental legislation, EIA
processes and technology in question.

= Wouldit be useful, if there were accreditation for advisors ("DNSH-auditors”)e
— Naturally all analysis comeswith some transaction costs.

ILMASTO-
16.2.2023 N BAHASTO



Juha Ollikainen
juha.ollikainen@ilmastorahasto.fi

lImastorahasto Oy

The Finnish Climate Fund
Porkkalankatu 1

00180 Helsinki

@ilmastorahasto climatefund.fi
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= Federal Ministry
Republic of Austria
Finance

bmf.gv.at

DNSH principle peer-learning
WEBINAR 3

Green Budgeting in Austria

February 2023



Green Budgeting (GB) is much more than just climate tagging

* Effort led by the Ministry of Finance

* Green Budgeting entails any government activity that is related to
climate change and environmental goals

* Thisis implemented in climate tagging, impact assessment, Green
Bonds, a Green Finance Agenda, Macro-economic modelling of GHG
policy effects and much more

31



GB Work guided by a set of clear principles

* ,Whole of government approach”

— Consider all federal payments; no matter how they are organised

e ,Systemic approach”

— Consider expenditures, taxes, and legislation: all contribute towards transformation

* ,Step-wise approach”

— More and more detail to be released, deep-dives with ministries, increasing level of

sophistication

32



GB Method developed and applied to Federal Budget

* 38,000 budget lines of the entire federal budget analysed

* budget line = smallest common denominator

* A consistent Green Budgeting methodology using an Input/Output approach
— First establishing, which budget lines are relevant

— Then estimating their approximate impact — so far using qualitative means, in the future

quantitative

33



Nearly 10% of all budget items with climate/environmental link

federal budget statement 2022

expenditures revenues

100%

75%

Green Budgeting Score

. identified
. not identified

50%

25%

0%

34



Impact of each budget line is scored using a scorecard

- intended counter-productivity

-1 counter-productivity as a side effect
0 no effect
1 productivity as a side effect

- intended productivity

99 effect unclear

35



Robust method allows for disaggregated analysis

Austrian Federal Budget 2022
budget chapters >50 Mio € of identified expenditures and revenues

€5.000
green budgeting scorecard
€ 2.500 score description
- intended counter-productivity
-1 counter-productivity as a side effect
w{ 0 no effect
2
2 _€ 2 5 00 1 productivity as a side effect
2 intended productivity
99 effect unclear
-€ 5.000
-€7.500

1 14 16 30 31 33 34 40

@ =
=R
=

budget chapters

36



Green Budgeting and DNSH — How to link them?

Is the budget line relevant to climate/environment?

v v

yes no

v

budget line is
DNSH compliant

Analysis based on the 6 environmental goals score description
with help of the the GB scorecard - intended counter-productivity
g03| gOEﬂ gOB' g08| g08| g08| -1 counter-productivityas a side effect
1 2 3 4 5 6
0 no effect
1 productivity as a side effect
2 intended productivity
99 effect unclear
Results of an exemplary budget line DNSH analysis
environmental goals goal 1 goal 2 goal 3 goal 4 goal 5 goal 6
score of budget line -1 -2 2 1 0 99
harmful effects no harmful effects potentially

harmful effects

budget line is
DNSH compliant

detailed DNSH assessment required

37



Challenges
* There are still some challenges...

— Institutional challenges

* Convince all line ministries/departments of the necessity of Green Budgeting

— Content challenges

= Various scores for a budget line vs predominance principle

= How to deal with scores and ex-post information about budget lines (which could change the
score)?

= How to deal with scores and rebound effects?

= Define a quality assurance process for the budget line scoring



Next steps

* Green Budgeting
— Further process for improvements to the Green Budgeting methodology

= deep dives into different budget chapters

— Spending Review module 2 (in the context of the Austrian Recovery and Resilience Plan)

= Focus synergies in the subsidy landscape of the federal provinces; extension of Green Budgeting to

the regions

— Impact assessment

= MoF project to estimate the green house gas effects

°* DNSH

— Further development of the DNSH approach in AT and link to the GB methodology 19



= Federal Ministry
Republic of Austria
Finance

bmf.gv.at

Thank you for your attention!

Austrian Ministry of Finance
Climate Team DG Budget

klimapolitik@bmf.gv.at
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ss $ Coffee break

' Stay connected. We will be back at 11:25
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Panel discussion
Application of the DNSH principle to R&D and green innovation projects

Panelists

lvana Ptackova (CZ)
Kerstin Haider (AT)
Juha Ollikainen (Fl)
Lucia Cobo (ES)
Siina Lepola-Lang (Fl)

Funded by European Union
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Guiding questions

« What process is enacted when the managing authority concludes that a project or program does not correspond
to DNSH TSC? Are these cases provisioned in the governance structure of DNSH assessment?

« How do you assess the DNSH principle for projects and programmes where guidance does not exist, particularly
for green technology projects?

« Have you identified alternative or other relevant methodologies/practices/ related to this?

» Developing criteria for a specific project or programme may create issues related with standardization and
quality assurance. How do you approach this issue?

» How do you respond to cases where a subcomponent requires a more in-depth DNSH assessment (e. g. a larger
proportion of investment in infrastructure)?

« How do the application of the DNSH principle and green tagging relate?

Funded by European Union
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Thank you for your participation

A summary report will be shared in the course of
March 2023

DNSH®trinomics.eu

Funded by European Union



