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We believe that the inclusion of nuclear and natural gas as “green” technology in the EU taxonomy
could have important implications for energy and utility companies in the Eurozone, and for future
Canadian and US regulation where both play larger roles in their respective economies.

WHAT IS IT? WHERE DO WE STAND?

'::‘ The EU Taxonomy is a classification system ‘ﬂ The European Commission has announced
that defines environmentally sustainable expert consultations to define the criteria
economic activity under EU law for the inclusion of natural gas and nuclear

activities as sustainable

*‘ The Taxonomy came into law in July 2020 &-h Natu_ral gas inclus_ion e_ntails a variet;_/ of
with specifics now being ratified (referred to requirements, mainly aimed at ensuring
as “delegated acts”) natural gas plants are being developed only
to replace higher emission sources (mainly
coal)
,g EU member states are currently debating Q Nuclear inclusion covers activities such as
whether the taxonomy should consider R&D, maintenance of existing assets, and
nuclear and natural gas as “green” activities construction of new nuclear plants

WHAT IS OUR VIEW?

The EU’s treatment of natural gas and nuclear could have wide-ranging implications for Eurozone issuers
and similar Canadian and US policies. Policy setting could have larger scale impacts in Canada and the US
where both natural gas and nuclear energy dominate consumption and energy exports.

We view the inclusion of natural gas and nuclear as positive developments but the regulation needs to place
a greater emphasis on both technologies as transitory, not permanent.
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Specific considerations regarding natural gas include:

e Defining natural gas as a “green” technology may slow the transition to lower-emitting sources such as
renewables and biofuels, even if it helps replace coal power

e The current proposal does not place enough emphasis on natural gas as a transition-fuel and may
result in member states locking in natural gas technology for decades instead of building future
capacity in renewables

e A permanent adoption of natural gas as “green” would undermine Europe’s pathway to net-zero which
requires a decrease in natural gas consumption to 13% by 2030 and 3% by 2050 (from 22% today).

Natural Gas’ [Declining) Role in Transition
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Still much to be debated over nuclear:

e Despite being a near-zero emissions technology, nuclear must
meet the EU Taxonomy’s “Do No Significant Harm” threshold which
will require member states to show credible, long-term plans for
waste treatment

e The proposal opens the door for Small modular reactor technology
(an area of R&D that Canada has been a leader in)

As Eurozone members debate the inclusion of natural gas and nuclear
as “green”, we think the implications go far beyond the EU. The EU
Taxonomy is the “standard setter” for regulations in other jurisdictions,
so the treatment of natural gas and nuclear has important implications
for energy-dominant economies and the financing of activities related to
both fuel sources (a topic we discuss here). Canada ranks amongst the
top natural gas exporters in the world and is consistently a top natural
gas and nuclear energy consumer. Energy, utility and financial issuers
could face challenges as regulation comes into force.
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https://rpia.ca/docs/default-source/white-papers/financial-institutions---in-scope---the-role-of-financed-emissions-on-the-path-to-net-zero.pdf?sfvrsn=f718e44a_3/Financial-Institutions---In-Scope---The-Role-of-Financed-Emissions-on-the-Path-to-Net-Zero.pdf
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The treatment of natural gas and nuclear is a trend we will continue to watch closely, considering how
changes in definitions from “green” to “transitory” will impact the US and Canada.

Important Information

The information herein is presented by RP Investment Advisors LP ("RPIA”) and is for informational purposes only. It does not
provide financial, legal, accounting, tax, investment, or other advice and should not be acted or relied upon in that regard without
seeking the appropriate professional advice. The information is drawn from sources believed to be reliable, but the accuracy or
completeness of the information is not guaranteed, nor in providing it does RPIA assume any responsibility or liability whatsoever.
The information provided may be subject to change and RPIA does not undertake any obligation to communicate revisions or up-
dates to the information presented. Unless otherwise stated, the source for all information is RPIA. The information presented does
not form the basis of any offer or solicitation for the purchase or sale of securities. Products and services of RPIA are only available
in jurisdictions where they may be lawfully offered and to investors who qualify under the applicable regulation. RPIA managed
strategies and funds carry the risk of financial loss. Performance is not guaranteed and past performance may not be repeated.
“Forward-Looking” statements are based on assumptions made by RPIA regarding its opinion and investment strategies in certain
market conditions and are subject to a number of mitigating factors. Economic and market conditions may change, which may
materially impact actual future events and as a result RPIA’s views, the success of RPIA's intended strategies as well as its actual
course of conduct.
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