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Executive Summary 

The EU Taxonomy is a classification of economic activities according to their contribution to six 

environmental objectives: climate change mitigation, climate change adaptation, sustainable use and 

protection of water and marine resources, transition to a circular economy, pollution prevention and 

control, and protection and restoration of biodiversity and ecosystems. Introduced through 

Regulation (EU) 2020/852, the Taxonomy is meant to incentivize the flow of capital towards 

sustainable activities, including clean energy projects. The Regulation entered into force in 2020, 

laying out the main principles for classification.  

According to this classification, an economic activity will be considered sustainable if it brings a 

substantial contribution to at least one environmental objective, while not doing significant harm to 

any of the others and maintaining minimum social standards. Enabling and transitional activities that 

do not in themselves bring a contribution but help other activities that do, or are critical for the 

transition process, are also considered to be sustainable.  

While the immediate impact of the EU Taxonomy on financing energy assets in Romania is limited, 

the proposed classification may gradually become a guideline for what activities are encouraged, 

financed with public funds, or discouraged by the EU in the following years.  

In June 2021, the European Commission adopted the Delegated Act on climate change mitigation 

and adaptation, establishing technical screening criteria (TSCs) for key technologies in the energy 

sector. In January 2022 a controversial complementary Delegated Act (CDA) was published, setting 

the TSCs for fossil gas and nuclear energy to be labelled as sustainable. The present report examines 

the Taxonomy’s impact on four areas of activity relevant to the Romanian economy: natural gas, 

hydrogen, nuclear energy, and carbon capture and storage (CCS). 

 

Policy conclusions 

The Taxonomy will not directly restrict access to private funding for the energy sector. However, it 

will ensure that the green label is given only to activities that fulfil certain technical criteria. As the 

appetite for green investments grows, a gradual shift of capital towards sustainable economic 

activities would be expected. As such, companies in Romania should be proactive in aligning with 

these future financial flows. 

Beyond its direct scope and goals, the Taxonomy became a political battleground, with various 

member states, industry and pressure groups pushing for their agendas. This ultimately undermined 

both its credibility and its usefulness as a classification tool. The proposal of the Complementary 

Delegated Act, through a controversial legal and policy process, has contributed to the flawed 

understanding that the Taxonomy will decide what technologies are strategically important and will 

be permitted or funded in the immediate future. The focus should return to the initial objective of 

creating a list and criteria for environmentally sustainable economic activities, while acknowledging 
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that other, less sustainable, but strategically important activities will continue to be developed and 

funded. These criteria should be based on scientific evidence, not political negotiations. 

The inclusion of fossil gas in the classification system is affecting the credibility of the entire Taxonomy 

and the EU’s standing as a global climate leader. The pressure from certain member states led to the 

compromise reached through the CDA. This may allow some fossil gas-fired power plants, with 

permits obtained before 2030, to get a green label based on the promise of obtaining 270g CO2e/kWh 

or an average of maximum 550 g CO2e/kW per year over a period of 20 years. The complex set of 

criteria means that few gas-fired power plants would get the green label anyway, therefore the 

benefits of this inclusion may not justify the costs. This measure sends a problematic signal to the 

international community and may even encourage some global actors to water down their 

Taxonomies or climate efforts in general.  

For Romania, it is unclear whether the 1,600 MW of CCGTs envisaged in the National Energy and 

Climate Plan (NECP) by 2030 are likely to meet the TSCs. The only way for that to happen is either 

through hydrogen blending, other low carbon gases or CCS, all of which are certain to increase costs 

significantly. Meanwhile, for cogeneration, a CCGT plant with district heating could reach a carbon 

intensity of 200 gCO2e/kWh, given its high efficiency. This would be sufficient to meet the 

sustainability criteria for transitional activities even without carbon capture or blending with other low-

carbon fuels. The Romanian NECP envisions 1214 MWe/MWt of combined heat and power (CHP).  

Regarding transmission and distribution networks, the green label for substantial contribution only 

refers to renewable and low-carbon gases, including hydrogen. Thus, building new grids only for low 

carbon gases or retrofitting them to allow for higher injection rates of such gases would qualify as 

green. On paper, the gas distribution project meant to build at least 1,870 km of pipeline enabling 

the transport of green hydrogen in the Oltenia region (included in the NRRP of Romania) is compliant 

with the Taxonomy and meets the DNSH criteria. The pipelines are intended to transport a blend of 

at least 20% green hydrogen at the time of commissioning and to be upgraded to 100% renewable 

hydrogen and/or other renewable gases by 2030. The sourcing of hydrogen should also be green for 

the grid to make a meaningful contribution to climate change mitigation. However, both the proposed 

timelines and the accurate monitoring of the transition from fossil gas to hydrogen are challenging, 

which can jeopardise the sustainability of this approach if the switch does not occur. 

The extraction of natural gas and extension of fossil gas networks are clearly excluded from the 

Taxonomy.  

Regarding nuclear energy, the CDA recognizes the clear contribution to climate change mitigation 

but imposes stringent environmental safety standards for the green label. One of the most ambitious 

criteria, unlikely to be met even in the most advanced member states, is the disposal facilities for low 

and intermediate-level waste (which need to already exist at the time of the investment) and high-

level waste (documented plans for 2050). If the TSCs are not met, the investments can simply 

continue without the green label, if the projects are indeed economically feasible, which represents 
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the main barrier to new nuclear projects. In Romania, the recent public announcement of the 

intergovernmental agreement between the US and Romania and the MoU signed between 

Nuclearelectrica and NuScale regarding investments in a production facility for small nuclear reactors 

(SMRs) have reopened the conversation on strategic planning in the nuclear sector.  

Finally, the Taxonomy is a useful conceptual and technical instrument to understand the types of 

hydrogen and CCS applications that are considered sustainable. Its overall approach based on life-

cycle assessments of the carbon emissions of specific processes and installations is a way of thinking 

that needs to be internalised in any investment decision that has associated GHG emissions. 

All-in-all, for Romania the Taxonomy should be seen as an opportunity to attract large volumes of 

capital from investors interested in sustainable and future-proof projects. However, the CDA that will 

be voted upon by the European Parliament this week risks jeopardising the credibility of this entire 

classification system, with little benefit to Romania and its planned investments.  
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1. Introduction 

The idea of a taxonomy of sustainable economic activities came as part of the EU’s sustainable 

finance strategy. As greater emphasis began to be placed on the role of private finance in contributing 

toward the targets of the European Green Deal and the Paris Agreement, it became clear that the 

EU would need a list of economic activities that can be considered sustainable. With demand growing 

steadily for financial products with a sustainable label, clear and comparable information was needed 

in the finance and investment sector. As such, the Taxonomy was meant to become the ultimate 

manual that allows a financial institution to label its financial products “sustainable.”   

Hence, at a primary level, the Taxonomy’s idea is simple. It is an instrument that provides information 

to consumers of financial products regarding the degree to which they are contributing to sustainable 

activities. It does so by restricting the use of sustainable labels to economic activities that are 

confirmed to have a positive contribution to environmental objectives by a group of scientists and 

stakeholders. While its basic reasoning is simple, its design and implementation are anything but.   

To enact the Taxonomy, in June 2020, the European Parliament and the Council of the EU adopted 

Regulation (EU) 2020/852 on the establishment of a framework to facilitate sustainable investments. 

With it, the EU aims to provide guidance on six environmental objectives:  

- climate change mitigation 

- climate change adaptation 

- sustainable use and protection of water and marine resources 

- transition to a circular economy 

- pollution prevention and control 

- protection and restoration of biodiversity and ecosystems.  

Thus, to be considered sustainable, an economic activity must contribute to at least one 

environmental objective, without doing significant harm to any other objective, while maintaining 

minimum safeguards – specifically the OECD Guidelines for Multinational Enterprises and the UN 

Guiding Principles on Business and Human Rights. 

Another important part of the Taxonomy refers to activities that do not directly contribute to the 

environmental objectives but are either enabling activities (Art. 16) – i.e., they enable other activities 

to have a substantial contribution to one or more objectives – or are instrumental to the transition to 

the low carbon economy (Art. 10).  

Apart from its classification function, the Taxonomy Regulation also establishes new reporting 

requirements for pension and investment funds regarding the sustainability of their portfolios, as well 

as for companies subject to non-financial reporting rules, which will need to provide information on 

the proportion of their turnover, capital expenditure and operational expenditure that qualifies as 

environmentally sustainable. This is meant to provide the market with more complete information and 
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thus allow investors to choose economic activities that are credibly certified as environmentally 

sustainable, and companies to raise green finance if they find it advantageous.   

Certainly, the most relevant aspect of the Taxonomy Regulation is its classification system. Given the 

enormous scope of the task, the Regulation sets up a Platform on Sustainable Finance (PSF) to 

establish and update the technical screening criteria (TSC) that define the specific requirements and 

thresholds for an environmentally sustainable activity. Thus, the Platform is entrusted with setting 

operational definitions for complex concepts such as substantial contribution and significant harm.  

For that reason, the PSF includes diverse stakeholders, public and private organizations, NGOs, 

universities, and research institutes. While the idea of a classification of sustainable economic 

activities has been widely accepted, most of the controversial aspects, i.e., setting clear criteria were 

left to the Platform. After numerous sessions of consultations and discussions, a Report with technical 

annexes was published in 2020 with the TSCs for the first two environmental objectives: climate 

change mitigation and adaptation. The TSCs for the other four environmental objectives were 

published in late March 2022.  

 

Timeline and the implementation process 

The idea of creating an all-encompassing Taxonomy of sustainable activities started to be discussed 

in 2018. In 2020, the Taxonomy Regulation entered into force laying out the main principles, such as 

substantial contribution, significant harm, enabling and transitional activities, disclosure 

requirements, as well as the mandate for the PSF to elaborate TSCs, on the basis of which the 

European Commission will issue the delegated acts.  

In March 2020, the Technical Expert Group on Sustainable Finance (TEG) published its 

recommendations regarding the TSCs for the first two environmental objectives: climate change 

mitigation and adaptation, including an evaluation of the DNSH criterion. In June 2020, the 

Commission adopted the TSCs for these objectives, for subsequent analysis by the European 

Parliament (EP) and Council. In March 2022, the PSF (which partially replaces the TEG) published 

the TSCs on the other four environmental objectives.  

The most controversial step in the process came in early 2022 when a Complementary Delegated 

Act (CDA) was adopted by the Commission whereby criteria for natural gas and nuclear energy are 

set, allowing in theory for such investments to qualify as bringing a substantial contribution to 

environmental objectives under certain conditions.  

The CDA generated significant backlash from environmental groups but also from some member 

states, albeit for different reasons. Because of the intense debates, the Commission decided to 

postpone the formal adoption of the CDA, which is currently in a period of ‘scrutiny’ and may be 

rejected by the European Parliament and/or Council. This would require a qualified majority in the 

Council, which does not seem to be the case at the moment. However, a majority in the European 

https://ec.europa.eu/info/files/200309-sustainable-finance-teg-final-report-taxonomy_en
https://ec.europa.eu/info/files/200309-sustainable-finance-teg-final-report-taxonomy-annexes_en
https://ec.europa.eu/info/files/220330-sustainable-finance-platform-finance-report-remaining-environmental-objectives-taxonomy-annex_en
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Parliament would be enough for rejection and several MEPs, especially on the left, have stated their 

intention to vote against the CDA. The decision is likely to be reached by the 7th of July.  

In principle, the complete set of TSCs should have been adopted in the first half of 2022 to apply 

starting with January 2023.  

In March 2022, the PSF also published an extended taxonomy that responds to some of the 

shortcomings of the initial version. Since the Taxonomy regulation only refers to activities that have a 

substantial contribution and do no significant harm to environmental objectives, all other activities fall 

outside its scope. This means for example, that an economic actor currently not bringing a significant 

contribution but transitioning away from significant harm would not be able to adequately classify this 

process. In addition, there are economic activities, such as unabated coal-fired electricity production, 

that cannot transition away from significant harm but need crucial finance to shut down, 

decommission and ensure a just transition. Finally, there are numerous economic activities, 

particularly in the service sector, that have very low environmental impacts. By placing them outside 

the Taxonomy, they can be falsely classified as unsustainable, when in fact, they are simply not 

impacting the environment.  

As such, the extended Taxonomy proposes three new categories, integrating them with the existing 

Taxonomy in a simple traffic light system.  

In addition to the Green label that the current Taxonomy already defines, there would be: 

- a Red label for activities that produce significant harm that need to either i) urgently transition 

away from significant harm, if possible or ii) urgently stop and require finance for 

decommissioning and just transition, if transition is not possible.  

- an Amber label for activities with performance levels below substantial contribution but above 

significant harm, which could transition toward substantial contribution. 

- A light-grey label for activities with low environmental impact.   

To become applicable, the Extended taxonomy would require changes in primary legislation, since 

the existing Regulation does not specify other types of activities. However, the PSF recommends it 

starts on a voluntary basis in parallel with the mandatory Taxonomy currently in force. 

 

2. Impact of the Taxonomy 

The short-term impact of the Taxonomy is far from revolutionary. Investors and companies that wish 

to label their activities as “sustainable” will need to adhere to certain rules. If they do not wish so, they 

are virtually unaffected by it. Hence, the Taxonomy does not limit any economic activity, it just sets 

some criteria according to which they can be considered sustainable.   

Therefore, the direct impact is reduced to new obligations and disclosures. Sellers of financial 

products will need to undergo significant reviews of their underlying investments to make use of labels 

https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/220329-sustainable-finance-platform-finance-report-environmental-transition-taxonomy_en.pdf
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that are “taxonomy aligned.” Companies subject to non-financial reporting requirements will need to 

provide information regarding the proportion of their turnover, CAPEX and OPEX that qualify as 

environmentally sustainable according to the Taxonomy (Art. 8). This will, indeed, generate additional 

costs in terms of reporting, assurance, consulting, etc. However, such costs will be borne mostly by 

large companies with more than 500 employees, according to the Non-Financial Reporting Directive 

(NFRD). The reporting requirements are likely to be extended to more companies when the new 

Corporate Sustainability Reporting (CSRD) will enter into force. Importantly, the requirements will also 

apply for European companies operating outside the EU and for non-EU companies that have EU-

based investors.  

At the same time, given the increased demand for financial products with sustainable labels, one can 

expect at least some advantages for companies and projects that adhere to the Taxonomy. While 

financial return will remain the most relevant criterion in investment decisions, for companies, the 

sustainability label translates into access to a greater pool of debt and equity investors, which may 

ultimately result in lower costs of capital. Conversely, economic actors that will not be able to adhere 

to the Taxonomy criteria might end up with a higher cost of capital – although this is far from certain 

(Edmans, 2021). 

Another direct impact will be on the EU Green Bond standard, where the Taxonomy will be utilized 

for companies and projects that wish to issue such debt instruments. While more stringent than 

previous standards, the Taxonomy will have the advantage of unifying rules around Green Bonds and 

likely contribute to growing this market. 

While its immediate impact may be seen as limited to labelling financial products, the enormous scope 

of the classification exercise may encourage other uses in the future, beyond its initial design. A 

comprehensive list, endorsed by the EU, defining criteria for sustainable economic activities, may 

serve as a tool in other policies. One example is already available: the DNSH criterion was included 

as a condition for the Next Generation EU package adopted as a response to the pandemic. The 

reforms and investments of the Recovery and Resiliency Plans submitted by the member states have 

been screened based on DNSH, among others. With the Fit for 55 package and the increasingly 

ambitious targets for 2030 and 2050, the Taxonomy could serve as a readily available and updated 

guideline for what needs to be encouraged and what not in the following years.  

At the same time, the EU Taxonomy may influence other similar efforts emerging around the world. 

After the EU’s adoption of the regulation and the first TEG reports, China already published a 

“catalogue” of endorsed activities. The UK is working on a similar approach, while US regulators are 

also considering designing a classification system. The popularity of ESG (Environmental, Social and 

Governance) financial products and the first mover status of the EU mean that the Taxonomy may 

end up having an impact beyond EU borders, issuers, or economic activities. Given this plethora of 

standards that are simultaneously being developed worldwide, the credibility of the criteria chosen 

for classifying sustainable activities under the EU taxonomy becomes even more important. 

https://voxeu.org/article/does-sustainability-reduce-cost-capital
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3. Contentious issues surrounding the Taxonomy 

Notwithstanding its rather limited immediate impact, the Taxonomy elicited significant debate and 

controversy. A strong advocacy effort from governments, companies and NGOs has been and 

continues to be directed towards the TEG and the PSF regarding the inclusion or exclusion of certain 

economic activities, many of them related but not limited to energy. It is believed that activities left 

outside the Taxonomy are likely to become more difficult to finance, especially through EU or other 

public funds.  

Hence, the Taxonomy became a political battleground which ultimately undermined both its credibility 

and its usefulness as a classification tool. The inclusion of fossil gas and nuclear energy through a 

controversial legal and policy process contributed to the flawed understanding that the Taxonomy 

will decide what technologies are strategically important and will be allowed to be funded in the 

immediate future. The focus should return to the initial objective of creating a list and criteria for 

environmentally sustainable economic activities, while acknowledging that other, less sustainable, 

but strategically important activities will continue to be developed and funded regardless. 

The most controversial aspect of the Taxonomy so far has been the status of fossil gas and nuclear 

energy. Both were initially left out of the Delegated Act, despite enormous pressure from some 

member states. On fossil gas, the argument was that, despite generating significantly lower GHG 

emissions than coal, it is still a fossil resource that cannot be seen as substantially contributing to 

environmental goals. The advocates of fossil gas, on the other hand, argue that it qualifies both as a 

transitional and an enabling activity. As the argument goes, currently, there is no feasible low-carbon 

alternative to gas, technologically and economically, therefore its contribution to the low carbon 

transition should be recognized.  

Following the text of the Regulation (Art.10), some argue that gas-fired power generation with the 

lowest GHG emissions in the sector does not hamper low-carbon alternatives and does not lead to 

lock-in effects. Thus, proponents say it can be labelled as substantially contributing to environmental 

objectives. At the same time, it is argued, flexible natural gas generation can be seen as directly 

enabling intermittent renewable energy as it provides crucial grid balancing. As such, provided it does 

not lead to lock-in effects and has a positive impact on a life-cycle basis, gas fired electricity 

production can be considered as substantially contributing to environmental objectives.  

In response to pressure from Germany and Central and Eastern European countries, the Commission 

adopted the CDA setting the conditions under which natural gas fired electricity generation can be 

labelled as sustainable. 

However, the inclusion of a fossil-based technology in the list of activities deemed sustainable is 

undermining the credibility of the entire exercise. The Taxonomy is not meant to be used to establish 



  
 

12 
 

what activity can or cannot be pursued, but simply to classify those that are truly sustainable based 

on scientific criteria. Gas-fired generation or indeed any other fossil energy sources can be pursued 

and financed at will, just not with a green label. With the EU positioning itself as the most ambitious 

climate champion, pioneering most policies related to sustainable finance, the pressure from large 

member states and the subsequent compromise of the EC, are clearly damaging to its internal and 

international credentials.  

On nuclear energy, the argument for its initial exclusion from the Delegated Act has also been 

challenged significantly. While the contribution to climate change mitigation was beyond any doubt, 

the issue has been the compliance of nuclear energy with the DNSH principle. The European 

Commission has commissioned a study to the Joint Research Center (JRC) specifically on whether 

nuclear energy and especially the long-term storage of nuclear waste does significant harm to any of 

the environmental objectives.  

The JRC study, published in March 2021, found that nuclear energy does not significantly harm the 

environment compared to other energy sources, if regulatory standards are implemented. While a 

group of countries led by France supported this conclusion, others, most prominently Germany and 

Austria, have been firmly against and continue to argue that nuclear energy cannot pass the DNSH 

criterion. With the CDA, nuclear energy can also be considered sustainable if certain (stringent) 

conditions are met.  

Another controversial aspect of the Taxonomy has been related to forestry and bioenergy. Several 

NGOs, notably WWF, decided to withdraw from the PSF in protest against what they considered too 

lax rules on bioenergy. The latter are seen as the result of intense lobbying by Sweden and Finland, 

countries that rely heavily on forestry and biomass for their energy needs. The case has affected the 

credibility of the Taxonomy, with some observers claiming that the deviation from the scientific 

consensus based on political pressure proves that the Taxonomy stops short of accomplishing its 

anti-greenwashing mission. On the other hand, the Commission acknowledged that the PSF and the 

whole exercise behind the Taxonomy tried to take into consideration and balance all aspects, 

including political feasibility.  

Finally, the additional reporting costs that larger companies the financial sector will have to bear have 

also come under criticism. The complexity of information required and the lack of clarity over some 

rules have been labelled as unrealistic and detrimental to the competitiveness of European 

companies. To answer these claims, the PSF made the usability of the Taxonomy one of its main 

objectives and thus came up with a spreadsheet tool to facilitate the access to relevant information 

and reduce uncertainty in reporting. 

 

https://ec.europa.eu/info/file/210329-jrc-report-nuclear-energy-assessment_en
https://ec.europa.eu/sustainable-finance-taxonomy/
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4. Technical screening criteria for climate change mitigation and their impact 

on the Romanian energy sector 

The Taxonomy Regulation establishes the definition of climate change mitigation as: 

[T]he process of holding the increase in the global average temperature to well below 2 °C and 

pursuing efforts to limit it to 1,5 °C above pre-industrial levels, as laid down in the Paris Agreement. 

In other words, the climate change mitigation objective requires net-zero GHG emissions by 2050 

and a 50-55% reduction by 2030 compared to 1990 levels, consistent with the commitments under 

the European Green Deal. The purpose is to encourage the expansion in scope of activities that are 

already at near-zero emissions levels and the decarbonisation of the other carbon-intensive sectors. 

Art. 10 of the regulation sets the general criteria for this objective.  

The substantial contribution of an economic activity can be achieved either directly through its own 

performance, or indirectly by enabling other activities that make a substantial contribution. Enabling 

activities must also not lead ‘to a lock-in in assets that undermine long-term environmental goals, 

considering the economic lifetime of those assets.’ This is particularly relevant for manufacturing of 

low-carbon technologies (e.g., for solar panels or wind turbines). Meanwhile, transitional economic 

activities can also qualify as contributing substantially to climate change mitigation if their emission 

are significantly lower than the average of their sector and they do not impede the deployment of 

other low-carbon alternatives. Such activities should have a credible path towards climate-neutrality.  

These criteria are generally developed to be technology neutral, but Art. 14 of the regulation 

specifically excludes solid fossil fuels from being considered sustainable. Energy efficiency 

improvements for installations using solid fossil fuels are also excluded from the Taxonomy. This 

means that activities involving the use of coal cannot be Taxonomy-aligned, while the use of natural 

gas is not excluded a priori. 

The European Commission was assisted in the process of setting up the TSCs by the TEG (later 

replaced by PSF), which provided non-binding recommendations for informing the selection of criteria 

set through the delegated acts. A report was published in March 2020 based on a review of the best 

available knowledge on lifecycle impact assessment and the identification of potentially significant 

environmental impacts. The TEG analysis made suggestions both on the TSCs for directly labelling 

an activity Taxonomy-aligned and on the practices through which potential harm to environmental 

objectives could be mitigated. Activities with potentially harmful effects were excluded only if they did 

not present an implementation plan with mitigation measures that would allow meeting the Taxonomy 

criteria over a defined period.  

Partly based on these recommendations, the European Commission adopted the Delegated Act on 

climate change mitigation and adaptation in June 2021 and entered into force in January 2022. When 

discussing the TSCs and their implications, this chapter will refer to the recommendations made by 

https://knowledge4policy.ec.europa.eu/publication/sustainable-finance-teg-final-report-eu-taxonomy_en
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the TEG, the content of the Delegated Act but also the complementary Delegated Act on gas and 

nuclear energy which has not been adopted at the time of publication.  

The following sections discuss four key technologies: natural gas, nuclear energy, hydrogen, and 

carbon capture and storage (CCS). Each of the economic activities covered in Taxonomy are 

discussed based on the type of substantial contribution they can make (own performance, enabling, 

and transitional) and their respective technical screening activities (including DNSH if relevant). The 

implications for the Romanian context are also discussed.  

 

Natural gas 

The inclusion of natural gas in the Taxonomy has been subject to great technical and public scrutiny 

given its fossil nature. The combustion of natural gas for electricity and heat production, as well as its 

use as feedstock in industrial process, are large sources of CO2 emissions. Methane leakage can 

also lead to significant upstream and midstream GHG emissions. The initial delegated act only 

referred to renewable gaseous and liquid fuels. The complementary delegated act further establishes 

the TSCs for fossil gas electricity production and co-generation (discussed below).  

Romania is one of the few countries in the EU that still has and exploits natural gas resources, both 

onshore and offshore. Currently, natural gas is mostly used for power generation, heating and 

industry, with only a marginal contribution to the transport sector. Largely based on the available 

resources in the Black Sea, the Romanian authorities envisage a larger role for natural gas in the 

following period as a transition fuel, replacing coal power plants and also providing an alternative to 

the inefficient1 woody biomass heating in individual households. Such a transition would require large-

scale new investments, as the current assets are insufficient for meeting the additional demand. 

Considering the latest EU climate ambitions and the recent developments in the price of fossil gas 

and CO2 certificates, additional investments in gas assets could expose Romania to the risks of 

infrastructure lock-in for the lifetime of the investment and stranded assets.  

The initial delegated act (already in force) identifies the following activities that can involve the use of 

gaseous and liquid fuels of non-fossil origin: 

Electricity generation, co-generation and heating/cooling using renewable gaseous and liquid fuels  

Substantial contribution based on own performance and transitional activity 

A single technology-neutral 100 gCO2e/kWh threshold covers all electricity generation technologies. 

Therefore, any electricity generation technology with life-cycle emissions lower than this level can be 

labelled sustainable. Additional criteria in the Delegated Act establish that if carbon capture is also 

used, the CO2 has to be transported and stored underground; if biogas or bioliquids blends are used, 

 
1 While some types of woody biomass are considered sustainable under the Renewable Energy Directive (RED), 

the sourcing of biomass in Romania is unlikely to comply to these standards.  
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they must be sourced sustainably2, and that measuring equipment is installed for detecting methane 

leakage, which must be eliminated whenever reported.  

In terms of DNSH criteria, a direct emissions ceiling of 270 gCO2e/kWh is set for economic activities 

covered by the Taxonomy.  

 

Transmission and distribution networks for renewable and low-carbon gases 

Substantial contribution based on own performance 

According to the Delegated Act, the activity covers (a) the construction or operation of new 

transmission and distribution networks dedicated to hydrogen or other low-carbon gases; (b) the 

conversion/repurposing of existing gas networks to 100% hydrogen; (c) the retrofit of gas 

transmission and distribution networks that enables the integration of hydrogen and other low-carbon 

gases in the network, including any gas transmission or distribution network activity that enables the 

increase of the blend of hydrogen or other low carbon gasses in the gas system. The activity must 

include methane leak detection and repair for existing pipelines. General biodiversity, recycling and 

other DNSH criteria apply. 

 

In the CDA fossil gas is also introduced, with TSCs and DNSH criteria for fossil gas electricity and co-

generation.  

For electricity generation using gas to be labelled transitional, therefore making a substantial 

contribution to climate change mitigation, it must either:  

a) Generate GHG emissions below 100g CO2e/kWh for the entire life cycle of the asset, or  

b) Be an asset that obtained construction permits prior to 2030 and meets all the following: 

- It generates direct GHG emissions below 270g CO2e/kWh or an average of maximum 

550 g CO2e/kW per year over a period of 20 years;  

- It cannot be efficiently replaced by renewable sources, based on a comparative 

analysis;  

- It replaces higher emissions energy;  

- Its capacity is not more than 15% higher than the one it replaces;  

- It is designed to switch to renewable or low carbon gases by the end of 2035;  

- It leads to at least 55% reduction over the useful life compared to the facility it replaces; 

- The state where it operates has committed to a coal phaseout.  

Moreover, the activity needs to monitor and address methane leakage.  

 
2 According to the criteria laid down in Art. 29 of Directive (EU) 2018/2001 (RED II) 
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For the activity to respect the DNSH condition, TSCs for each of the other 5 environmental objectives 

are set, however they are much less controversial.  

 

Discussion 

The threshold of 100 gCO2e/kWh ensures that unabated natural gas-fired power generation would 

not meet the sustainability criteria, at least until CCS becomes feasible. Which means, a plant would 

likely need to meet all the requirements in point B. The 270 gCO2e/kWh threshold is also unlikely to 

be met by any existing technology, as new state of the art gas combined cycle gas turbines (CCGT) 

could get at best to 350 gCO2e/kWh. However, according to an analysis by Ember, a gas power plant 

using more than 20% hydrogen (and natural gas for the rest) could get below 270 gCO2e/kWh. The 

feasibility of this option is still largely unknown but can be imagined in the near future.  

What seems like a loophole however is the option to meet the 550 g CO2e/kW per year of capacity 

over a period of 20 years. This gives a plant the option to pursue a strategy of higher emissions in the 

first years of functioning coupled with the ‘promise’ to add CCS at a later stage thus complying with 

the average per year emissions over the period. The question is what would happen to the green 

label if those conditions (the still technically and economically challenging CCS) are not fulfilled. If the 

green label comes with some advantages in financing conditions, they are unlikely to be reversed 

during the functioning of the plant.  

To the extent that getting the green label will be relevant for new gas fired electricity in Romania, the 

conditions in the CDA are difficult but not impossible to fulfil.  

The 1,600 MW of CCGTs envisaged in the National Energy and Climate Plan (NECP) by 2030 will 

not be able to rely on unabated natural gas fired power generation. To meet the green criteria, they 

will require to identify a strategy to reach the average emissions over 20 years, with either higher 

concentrations of hydrogen, using synthetic fuels based on clean hydrogen or carbon capture 

followed by transport and underground storage of CO2.  

Meanwhile, for cogeneration, a CCGT plant with district heating could reach a carbon intensity of 

200 gCO2e/kWh, given its high efficiency. This would be sufficient to meet the sustainability criteria 

for transitional activities even without carbon capture or blending natural gas with other decarbonised 

fuels such as clean hydrogen or biomethane. The Romanian NECP envisions 1214 MWe/MWt of 

combined heat and power (CHP). Such installation would need to be in line with the high efficiency 

and carbon intensity standards. 

Regarding transmission and distribution networks for renewable and low-carbon gases, it is unclear 

how the use of hydrogen produced from unabated fossil fuels would be avoided on hydrogen-ready 

pipelines. Besides, the current definitions for low-carbon gases definitions are loose. There is a risk 

that existing gas infrastructure could be labelled as ‘low-carbon gas-ready’, claiming to use 

biomethane or synthetic methane, which have a similar chemical makeup as natural gas, while the 

https://www.reuters.com/article/climate-change-europe-finance/eu-denies-gas-plants-a-green-finance-tag-offers-possible-hydrogen-loophole-idINKBN28104J?edition-redirect=uk
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switch never actually occurs. The TEG recommended that activities related to dedicated storage 

and/or transportation of any fossil fuels should not be considered as making a substantial contribution 

to climate change mitigation, as this leads to lock-in risks.  

On paper, the construction of a gas distribution network of at least 1,870 km enabling the transport 

of green hydrogen in the Oltenia region that is included in the NRRP is compliant with the Taxonomy 

and meets the DNSH criteria, as it is intended to transport a blend of at least 20% green hydrogen at 

the time of the commissioning, that will be upgraded to 100% renewable hydrogen and/or other 

renewable gases in 2030. The sourcing of hydrogen should also be green for the grid to be truly 

making a meaningful contribution to climate change mitigation. Nonetheless, it will be difficult to 

ensure that the transition from fossil gas to hydrogen will be made in practice, which would in turn 

jeopardise the sustainability of this project. 

In addition, the requirements for methane leak detection and repair for existing pipelines should not 

be underestimated. Such practices are not yet commonplace in Romania and could result in 

unforeseen investment costs.  

Lastly, no new upstream natural gas projects, including the exploration of the offshore deep-water 

reserves in the Black Sea, can receive the sustainable label according to the taxonomy. 

 

Nuclear energy 

Nuclear energy does not appear in the first Delegated Act proposed by the European Commission. 

This comes after the TEG concluded that nuclear energy has near to zero GHG emissions, thus 

meeting the electricity generation 100 gCO2e/kWh threshold and can therefore make a climate 

change mitigation contribution. However, the group did not provide recommendations regarding 

nuclear energy, calling for further analysis of the DNSH condition, especially regarding long-term 

management of high-level radioactive waste and spent nuclear fuel. 

Following these developments, the European Commission assigned the Joint Research Centre 

(JRC), its in-house science and knowledge service, to assess this matter. The JRC released a report 

on the ‘do no significant harm' aspects, concluding that nuclear power is safe. While acknowledging 

that a robust regulatory framework for ensuring the safety and environmental impact of nuclear 

installations and waste is necessary, the JRC findings show that appropriate measures to prevent the 

occurrence of the potentially harmful impacts or mitigate their consequences can be implemented 

using existing technology at reasonable costs.  

 

Nuclear energy in the complementary delegated act 

The CDA sets the TSCs for nuclear energy activities including: (1) pre-commercial or advanced 

technologies from nuclear processes with minimal waste; (2) construction and safe operation of new 

https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/210329-jrc-report-nuclear-energy-assessment_en.pdf
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nuclear power plants, including for hydrogen production; (3) electricity generation from existing 

nuclear power plants. 

For all three, the TSCs are largely equivalent to those that current facilities must respect under the 

existing stringent national legislation and regulations with regard to safety, water use and the 

management of spent fuel and nuclear waste. However, one of the most ambitious criteria, unlikely 

to be met even in the most advanced member states, is the requirement for disposal facilities for low 

and intermediate-level waste (which need to already exist at the time of the investment) and high-

level waste (documented plans for 2050). On nuclear energy, the disagreement seems to be more 

on principles – given the inherent problem of long-term management of waste – than on the technical 

details.  

The DNSH criteria for the other five environmental objectives are also largely covered in existing 

legislation on water use, pollution control and others.  

 

Discussion 

Besides renewables, nuclear is the only conventional technology that provides zero-carbon 

electricity. In addition, as the share of renewables is set to increase significantly, the stability offered 

by nuclear power could counteracts variability, making it an important instrument in reaching climate 

targets, as long as waste can be managed safely and provided that the system can ensure flexibility 

in times of overproduction, as integrating conventional nuclear in a high-RES energy system raises 

challenges related to the high and largely inflexible capacity factor of this technology. 

Romania plans to extend the lifetime of the two existing nuclear reactors (U1 refurbishment is due in 

2026 and is expected to be offline for one or two years), but also to increase the nuclear capacity 

installed at national level. The NECP outlines that two additional units will be added to the Cernavoda 

nuclear power plant, with U3 to be commissioned at the end of 2030 and U4 in 2031.  

A more recent development for nuclear energy is around SMRs (small modular reactors), with an 

announcement at COP26 that a 12-module unit will come online by 2028. While still a carbon-free 

generation technology marketed as safer than current reactor designs, according to the little 

information available, SMRs will be more efficient in dealing with nuclear waste and spent fuel issues, 

as the producer promises to take it back for the storage and disposal phases. Besides, just as 

important, they seem to be more cost competitive per MW of installed capacity than the current 

generation units. However, these benefits remain to be proven in practice. 

Romania already has extensive experience in implementing the regulatory framework for nuclear 

safety and environmental impact, as well as in dealing with waste. However, the criterion on disposal 

facilities may be much more challenging. Therefore, it is uncertain whether investments in nuclear 

energy will be able to meet the TSCs for the green label, especially as there are no available disposal 

facilities for high-level waste. 
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However, the TSCs illustrate the enormous complexity and cost of building or operating nuclear 

power plants. In addition to the growing costs, chronic overruns and delays, the green label added 

to nuclear power is unlikely to make it too attractive for financing. Its inclusion is more a matter of 

principle than of practical implication.  

 

Hydrogen 

Clean hydrogen3 produced from the electrolysis of water using renewable energy will play an 

important role in reaching the climate neutrality target of the EU. Future final hydrogen demand 

projections range from current levels to a tenfold increase. Renewable hydrogen will most likely be 

necessary in sectors that have few other credible decarbonisation options, particularly industry and 

sub-sectors of the transport sector. These include hydrogen used as feedstock or reduction agent in 

primary steel production, high value chemicals, ammonia, and refineries. In transport, hydrogen could 

be used for long-haul aviation, maritime shipping, heavy duty vehicles (HDVs) and some railway 

segments, where direct electrification would make no technical or economic sense. It is possible for 

hydrogen to have a role in the heating sector as well, particularly in decarbonising existing district 

heating systems, but it will likely be marginal. 

Currently, the manufacturing of hydrogen is a highly carbon-intensive activity within the chemical 

industry, especially ammonia production. Around 96% of industrially produced hydrogen is 

manufactured via steam reforming using fossil fuels: 48% (natural gas), 30% (liquid hydrocarbon) 

and 18% (coal). Therefore, hydrogen production will need to be decarbonised.  

The Taxonomy recognises these multiple low-carbon applications and uses of hydrogen as an energy 

carrier, storage solution, fuel, or feedstock. The criteria are in line with the EU ambitions set in the 

European Commission’s Hydrogen Strategy and encourage the production and use of hydrogen in 

accordance with the European Green Deal goals. By favouring the production of hydrogen from 

renewable sources, the delegated acts go beyond the recommendations of the TEG. 

The Taxonomy identifies two main activity categories that involve hydrogen: 

 

Manufacture of hydrogen 

Substantial contribution based on its own performance 

The Delegated Act has established that for this activity to make a substantial contribution to climate 

change mitigation, it must prove life-cycle GHG emissions savings of 73.4% for hydrogen (equivalent 

to life-cycle GHG emissions lower than 3tCO2e/tH2) and 70% for hydrogen-based synthetic fuels 

 
3 Low-emissions hydrogen, such as that produced through steam methane reforming using CCS can provide 

an early solution for incentivising the development of hydrogen infrastructure, but it will likely be incompatible 

when approaching net-zero emission by 2050.  

https://www.bruegel.org/2021/04/navigating-through-hydrogen/
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relative to a fossil fuel comparator of 94 gCO2e/MJ. If CO2 is captured in the process, it must be 

transported and stored underground. Generic DNSH criteria apply.  

 

Storage of hydrogen 

Substantial contribution as an enabling activity 

This activity covers (a) the construction of hydrogen storage facilities; (b) the conversion of existing 

underground gas storage facilities into storage facilities dedicated to hydrogen-storage; (c) the 

operation of hydrogen storage facilities where the stored hydrogen meets the criteria for manufacture 

of hydrogen set out in the previous section.  

A key DNSH criterion is that a waste management plan must be in place to ensure maximal reuse, 

remanufacturing or recycling at end of life, including through contractual agreements with waste 

management partners, reflecting in financial projections or official project documentation. 

 

Discussion 

Bringing the technical screening criteria in line with the EU renewable hydrogen ambitions, the 

Taxonomy goes further than the TEG conclusions, which recommended a 5.8 tCO2e/tH2 threshold. 

This would have allowed for a broader application of blue hydrogen, obtained through steam methane 

reforming with CCS.  

Romania has announced that its national hydrogen strategy, due by the end of 2022, is expected to 

focus on renewable as well as nuclear hydrogen production. Taking advantage of the country’s 

considerable renewable energy potential and declining technology costs, renewable hydrogen is 

expected to be the main production pathway in Romania by 2030. This will also contribute to reaching 

the targets included in the Fit-for-55 package: a binding obligation on the industrial sector to cover 

50% of feedstock and energy needs with renewable fuels of nonbiological origin (RFNBOs) and a 

similar target of 2.6% for RFNBOs proposed for the transport sector.  

In practice, RFNBO targets will mostly have to be met using hydrogen. With emissions as low as 0.6 

tCO2e/tH2, renewable hydrogen is compliant with the threshold set by the taxonomy, which also 

leaves headroom for electrolytic hydrogen produced from a renewable-intensive grid mix. The same 

applies for nuclear hydrogen, which is comparable with renewable hydrogen in terms of life-cycle 

GHG emissions. 

The 3 tCO2e/tH2 threshold set by the taxonomy excludes grey hydrogen, which comes with 

emissions between 13.2 and 15.8 tCO2eq/tH2. With life-cycle emissions ranging between 4.1 and 

6.9 tCO2eq/tH2, blue hydrogen would have met the TEG recommendation, but clearly does not 

qualify as sustainable under the Taxonomy. 
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The hydrogen storage options considered for Romania, such as above-ground and underground 

storage facilities, including the conversion of existing underground gas storage facilities to storage 

dedicated to hydrogen are considered to bring a substantial contribution as an enabling activity, as 

well as the operation of storage facilities of hydrogen that meets the production criteria. 

 

Carbon capture 

Carbon capture, use, and storage technologies (CCUS) play a role in numerous climate neutrality 

pathways.4 The EU decarbonisation roadmap of the European Green Deal establishes CCUS as „a 

priority area and key technology and infrastructure.”  

The basic CCS process involves capturing CO2 produced by large industrial and energy plants, 

transporting it, and storing it permanently within underground sedimentary formations, including 

depleted oil or gas reservoirs.  Underground storage is done by injecting CO2 into these formations 

and has already been done for the purpose of enhanced oil recovery (EOR) in countries such as 

Canada and Croatia. CO2 is mainly transported via pipeline, but other transport modes such as ship, 

trucks or rail can also be used. CCS is needed especially for sectors where process emissions are 

difficult or impossible to remove (e.g. cement, fertilizers and primary steel production). 

Some of the captured CO2 can be used in conversion processes for the fabrication or synthesis of 

new products such as building materials, synthetic fuels, chemicals, plastics, etc. The European 

Commission’s Smart Sector Integration Strategy identifies a key role for CCU in providing feedstock 

for synthetic fuel production. Carbon capture technologies will also be crucial in providing negative 

emissions through carbon direct removal (CDR) in the form of direct air capture (DAC) and bioenergy 

with carbon capture and storage (BECCS) where the CO2 emitted in the combustion of sustainable 

biomass is captured. 

Increasing the use of CCS is one of the main types of investments contributing substantially to climate 

change mitigation identified in the Taxonomy. However, there is no specific economic activity on 

carbon capture in the Delegated Acts. Rather, the emissions thresholds for various activities, mostly 

in industrial manufacturing (e.g., cement, steel, hydrogen), could be met using carbon capture 

technologies. Whenever such a solution could apply, the Delegated Act specifies that the captured 

CO2 must be transported and stored underground, therefore not utilized. In other words, the CO2 

captured for utilization purposes will not be counted as having a positive climate impact, as this would 

represent double counting for the carbon used in the respective industrial process.  

The taxonomy identifies two main activity categories that involve CCS: 

Transport of CO2 

Substantial contribution as an enabling activity 

 
4 See the recent ‘Net Zero by 2050’ report from the International Energy Agency  

https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1576150542719&uri=COM%3A2019%3A640%3AFIN
https://www.iea.org/reports/net-zero-by-2050
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Several criteria are identified in the Delegated Act for labelling this activity sustainable:  

a) The CO2 transported from the installation where it is captured to the injection point does not 

lead to CO2 leakages above 0.5 % of the mass of CO2 transported; 

b) The CO2 is delivered to a permanent CO2 storage site that meets the criteria for underground 

geological storage of CO2 or to other transport modalities, which in turn lead to a permanent 

CO2 storage site that meets those criteria;  

c) Appropriate leak detection systems are used and a monitoring plan is in place, with the report 

verified by an independent third party;  

d) The activity may include the installation of assets that increase the flexibility and improve the 

management of an existing network. Generic DNSH criteria apply. 

 

Underground permanent geological storage of CO2 

Substantial contribution through own performance 

Geological CO2 storage projects must carry out characterizations and assessment of the potential 

storage complex and surrounding area based on the rules set out in Directive 2009/31/EC (CCS 

Directive), to establish whether the geological formation is suitable for use as a CO2 storage site. 

During operation, there needs to be constant monitoring of the injection facilities, the storage 

complex, and, where appropriate, the surrounding environment is in place, with the regular reports 

checked by the competent national authority.  

As for the DNSH criterion, a monitoring plan is required for CO2 leakages, to ensure the permanent 

storage in various physical, chemical, and geological conditions appropriate leakage detection 

systems must be implemented to prevent release during operation and avoid environmental harm.  

 

A third CCS-related activity is mentioned in the Taxonomy, related to research, development, and 

innovation for direct air capture of CO2. This is an acknowledgment of the important role that DAC 

will play in climate change mitigation efforts, but at the same time it reflects the low level of maturity 

and technological development. Therefore, this does not represent a truly stand-alone activity about 

implementing such projects, but rather activities that involve applied and experimental research, as 

well as the development of business models dedicated to this technological category.  

Activities pursued under this category must be specifically focused on DAC technologies, have the 

potential to result in overall net GHG emissions reductions once commercialized based on patents 

that are no older than 10 years, and hold a permit obtained from a competent authority for operating 

the demonstration site associated with the innovative technology. Products with a technical readiness 

level (TRL) between 1-7 are evaluated on a simplified lifecycle GHG emissions assessment.  
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Discussion 

Even if there are no concrete CCUS projects currently under development nationally, Romania will 

likely rely on carbon capture and storage projects in industry (cement, steel, fertilizers or 

petrochemicals) to reduce emissions that cannot be abated using other methods. However, projects 

will have to be assessed individually to check that they are compliant with the emissions thresholds 

for the specific industrial manufacturing activity. As previously mentioned, the captured CO2 must be 

transported and stored underground, not used, in order to count as sustainable activities under the 

Taxonomy rules. It should be highlighted that social acceptance of onshore underground CO2 storage 

may pose barriers to CCS deployment. Offshore CO2 storage is also an option, with potential suitable 

locations in the western Black Sea. 

Due to the high costs and technical complexity, an underground carbon storage facility will generally 

be used by multiple carbon capture projects and will be connected to them by a pipeline network or 

other transport modes such as ship, trucks, or rail. Romania benefits from an important geological 

potential for carbon storage in saline aquifers and depleted hydrocarbon reservoirs. As long as the 

underground storage facilities and the transport networks comply with the above-mentioned criteria 

in terms of leakages and monitoring, they will be Taxonomy-compliant. An in-depth assessment of 

the potential CCS has in Romania can be found in a recent EPG report. 

 

5. Conclusion 

The Taxonomy was meant to become the ultimate manual that allows a financial institution to label 

its financial products “sustainable”. Its basic idea was simple: to provide information for private 

investors through a classification system that restricts the use of sustainable labels to economic 

activities that are confirmed to have a positive contribution to environmental objectives by a group of 

scientists and stakeholders. However, the Taxonomy became a highly politicised process, which 

ultimately undermined both its credibility and its usefulness as a classification tool. The 

Complementary Delegated Act proposed by the Commission at the beginning of 2022 was the direct 

result of lobbying efforts and political pressures, which contributed to the flawed understanding that 

the Taxonomy will decide what technologies are strategically important and will be allowed to be 

funded in the immediate future.  

For Romania, the Taxonomy represents an opportunity to attract large volumes of capital from 

investors interested in sustainable and future-proof projects. However, the CDA that will be voted 

upon by the European Parliament this week risks jeopardising the credibility of this entire classification 

system and may bring reputational damage to EU climate leadership, with little benefit to Romania 

and its planned investments. The focus should return to the initial objective of creating a list and 

criteria for environmentally sustainable economic activities, while acknowledging that other, less 

sustainable, but strategically important activities will continue to be developed and funded regardless. 

https://www.enpg.ro/ccs4cee-building-momentum-for-the-long-term-ccs-deployment-in-the-cee-region/

