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Attitudes towards sustainability 
should not be created on 
command − responsible and 
informed action by companies 
and institutions of vital 
importance 
Attitudes towards sustainability should not be created on command as responsible and informed 
action by companies and institutions are not to be disregarded. The climate crisis is not a 
technological problem. It is the result of market and governance failures. Gradually, the negative 
effects of not putting the right price tag on clean air and water in time and of teaching children about 
nature in schools only through the lens of economic benefit are becoming evident. 

Clearly, we should not try to remedy the situation by following in the footsteps of our ancestors, 
oblivious to the consequences of their actions. Instead, we should make use of our ability to factually 
analyse ever new complex knowledge and our ability to translate it quickly into reality without 
compromising the social contract and freedoms. Social demand as well as some of the new EU 
instruments tend to support our binary vision of the world (green vs. brown, sustainable vs. doomed, 
etc.) and whip companies into various, often hard-to-believe green claims and commitments. I think 
this trend needs to be resisted.  

Especially in the Czech Republic, we have not said much on the topic of global warming. Only now are 
our companies and public institutions finding their role in the sustainability agenda, and it should be 
noted that due to the long-standing ecological vacuum in the Czech public space, many of them are 
unsure of the next course of action. 

Everyone has an important role to play in the ecological crisis and transformation, which should be 
the result of a responsible and informed search process. That is where our EnviLaw newsletter can 
help. Four times a year we summarise for you the most important developments in environmental 
law over the past period so that you do not miss any important information. Read our annual 
newsletter and be reminded of what news and trends were driving the world of environmental law in 
2021. 

Tomáš Babáček
Partner, Environment Team Leader
Deloitte Legal

Vote for the
act of the year!

www.zakonroku.cz/hlasovaniYou can vote at 

Project organiser:

About the Act of the Year Survey 
The Act of the Year Survey is organised by the professional 
services firm Deloitte and its law firm Deloitte Legal. The 
patronage was taken over by the Czech Chamber of Commerce, 
the Czech Bar Association and the Chamber of Tax Advisers 
of the Czech Republic. The nomination committee comprised 
twenty authorities from various areas. After a long debate, the 
committee sent five nominees to the public vote. You can find 
more information about the survey, nominated acts, and previous 
editions at www.zakonroku.cz.

Part of the Amendment to the 
Act on Courts and Judges

Technical Sustainability Criteria Part of the Amendment to the 
Enforcement Code

New Construction Act
Amendment to the Notarial Code

Which legislative feats were nominated this year?

Legal Predictability – Disclosure of Lower
Courts’ Rulings

Catalogue of Sustainable Economic Activities

Summer of Grace

Construction Act Recodification

Digitisation of Notarial Activities

Under the auspices of:

We are selecting the legislative regulation of 2021 
that positively impacted the business environment 
in the Czech Republic.

Decide with your vote!
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Climate change and environmental 
law: The EU is preparing updates 
in regulation on agriculture and 
labelling of plastics

A number of regulatory innovations and changes 
have been put into practice in the first quarter of 
2021. For example, new waste regulations came 
into force in the Czech Republic. Furthermore, 
financial market participants have been required 
to publish information on the sustainability of 
their organisations since March. There is progress 
in many other areas too, such as the enlargement 
of the ETS market or new rules for setting the 
carbon tariff.

Q1 — 2021
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Court of Justice of the EU: 
Authorities have to disclose internal 
environmental communications if 
public interest prevails

Environmental law is a comprehensive and rapidly developing set of various norms having 
an essential impact on our world. That is one of the reasons why the contents of such 
regulations have to be constantly reviewed, made more specific and reinterpreted. The 

Court of Justice of the EU has issued two essential judgements in this respect. In the first, 
the court addresses the obligation to examine the availability of safe alternatives before 
dangerous chemicals are put on the market. In the second, it lays out the conditions under 
which public authorities have to disclose their internal environmental communications. The 
European Commission did not lag behind and issued guidelines on environmental damage. 
This should make enforcement of rectification easier and more unified.

CJEU restricts unfounded use of chemicals of high concern
The CJEU decided to restrict the use of chemicals of high concern1, 
specifically lead. The legislation allows its use only if no less harmful 
alternative is available and if the benefits outweigh the harmful 
effects. It is up to the applicant for the authorisation to prove the 
unavailability of more suitable alternatives, and up to the European 
Commission to sufficiently verify this fact. The CJEU’s judgement 
disrupted the current practice by stating that the decision cannot 
be based solely on assumptions that have not been confirmed or 
overturned by factual information. Therefore, the Commission always 
has to carefully examine whether alternatives are available. The use 
of chemicals of high concern will therefore be subject to a much 
higher level of examination in the future.

Role of public interest in the disclosure of internal 
environmental communications
In judgment C619/192, the CJEU addressed the right of the public to 
environmental information in line with the Aarhus Convention. The 
subject of the preliminary ruling was the interpretation of the term 
“internal communications”, which is exempt from the aforementioned 
disclosure requirement. However, this exception always has to be 
weighed against the public interest, which is a condition for the 
disclosure.

The court has concluded that internal communications include any 
information circulating within a public authority that has not left the 
internal sphere of this authority as of the date of filing the request. It 
also includes information received by this authority that has not or 
should not have been disclosed to the public before their receipt.
The applicability of this exception is not limited in terms of time; 
however, the reason for its existence is to provide public authorities 
with protected space for engaging in reflection and pursuing internal 
discussions. The exception can therefore apply only for the period 
of time when the protection of the required information is justified. 
As time goes on, the public interest in the disclosure of internal 
environmental communications may outweigh the interest of public 
authorities in protecting them. Such a situation has to be materially 
examined by the relevant authority and the authority cannot simply 
make a formal reference to the internal communications being 
covered by the exception.

Unification of the term “environmental damage” across the 
European Union
The European Commission has published guidelines clarifying the 
scope of the term “environmental damage”3 as defined in Article 2 
of the Environmental Liability Directive. The purpose is to help EU 
states to better assess whether damage to water, protected species, 
land or natural habitats falls within the scope of the Directive. The 

Julie Kavalírová

B L O G  A R T I C L E
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term “environmental damage” is, according to the Commission, a 
cross-cutting instrument closely related to several subject-areas 
within the scope of other directives (e.g. the Conservation of Wild 
Birds Directive, the Water Directive or the Habitats Directive, etc.). 
The guidelines therefore provide a detailed explanation of how to 
interpret this term, what circumstances should be taken into account 
when making the evaluation, how to assess adverse effects and what 
their reference values are, how damage should be assessed and 
how to determine its significance. The member states thus gain an 
instrument that should help them properly penalise the originators 
of the damage and which should ensure the same approach to this 
kind of damage across the European Union.
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1) Court of Justice of the Europena Union, C-389/19 P, Registration, evaluation, authorisation and restriction of chemicals – European Commission decision authorising certain 
uses of lead sulfochromate yellow and lead chromate molybdate sulfate red, substances listed in Annex XIV of that regulation – Substances of very high concern – Conditions of 
authorisation – Assessment of the lack of suitable alternatives, Retrieved from: https://curia.europa.eu/juris/document/document.jsf?text=&docid=238162&pageIndex=0&doclan-
g=EN&mode=lst&dir=&occ=first&part=1&cid=1452930

2) Court of Justice of Justice of the European Union, C‑619/19, Reference for a preliminary ruling – Environment – Aarhus Convention – Directive 2003/4/EC – Public access to envi-
ronmental information – ‘Stuttgart 21’ infrastructure project – Refusal of a request for environmental information – Article 4(1) – Grounds for refusal – Term ‘internal communica-
tions’ – Scope – Limitation in time of the protection of such communications, Retrieved from: https://curia.europa.eu/juris/document/document.jsf?text=&docid=236684&pageIn-
dex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=2608142

3) European Commission. (2021). Guidelines providing a common understanding of the term ‘environmental damage’ as defined in Article 2 of Directive 2004/35/EC of the European 
Parliament and of the Council on environmental liability with regard to the prevention and remedying of environmental damage, Retrieved from: https://eur-lex.europa.eu/legal-
‑content/EN/TXT/?uri=CELEX:52021XC0407(01)

To repair or to throw away? 
The new EU legislation should 
ensure longer life of electrical 
home appliances

The first quarter of 2021 brought a lot of news in the area of circular economy. For 
example, the long-awaited regulation of single-use plastic is becoming more specific 
and the European Commission has issued a regulation on the new labelling of such 

products. A set of ecodesign requirements has also become effective, stipulating an 
obligation for the producers of electrical appliances to ensure the availability of spare parts 
for up to 10 years after the product has been introduced on the market. Other novelties 
include the findings of the Organisation for Economic Cooperation and Development, 
which calculated that a global change of fiscal policy would be the biggest push factor for 
the transition to circular economy, or a new report by the European Environment Agency, 
according to which the production of plastic got cheaper also due to the pandemic and the 
related decrease in economic activities.

Martin Vejtasa

B L O G  A R T I C L E
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The EU regulation introduces a uniform plastic product 
labelling
Effective from 1 July, the Single-Use Plastic Directive introduces many 
changes, including a total ban on plastic cutlery, straws, cups and 
other single-use plastics.

However, the Directive also introduces other measures to reduce 
plastic waste, such as the requirement to connect caps to beverage 
containers or to increase the awareness of consumers about plastic 
waste through product labelling. The “plastic in product” label, which 
will have a uniform design across the entire EU1, should in the future 
be present on the packaging of sanitary pads and tampons, tampon 
applicators, wet wipes, tobacco products with filters, tobacco filters 
and beverage cups.

The label will not only draw attention to the plastic content in 
these products but also to the environmental impacts related 
to inappropriate handling of plastic waste, which often ends 
up in wastewaters, rivers and oceans, further disintegrating to 
microplastics, entering the food chain and posing a risk not only to 
plants and animals but potentially also to our health.

The new legislation will ensure that electrical appliances will 
be reparable long after the end of their lifespan
According to the data of the European Commission, 70% of 
consumers in the EU prefer repair over buying a new product. 
However, it is often impossible or it makes no economic sense to 
repair today’s products for many reasons – lack of spare parts or 
complex construction, due to which it is impossible to take the 
products apart without special tools. Therefore, even products that 
could have continued to serve for years end up as waste and, as a 
result, society produces significantly more waste than absolutely 
necessary.

In recent years, there has been a growing demand in the EU to 
overturn this negative trend by introducing the “right to repair”. The 
first step is a set of EU regulations that stipulate an obligation for 
producers to ensure the availability of spare parts2 for up to 10 years 
after the product has been introduced on the market. Producers will 
also have to consider the repair of a product already in the stage of 
construction design, so that main components are accessible using 
only basic tools. The result of these regulations should be, among 
other things, developing the after-sales service market, so that 
repairs of “broken” appliances are feasible and easily accessible.

There is a catch, however. For now, the “right to repair” will apply only 
to selected appliances, such as washing machines, dishwashers, 
fridges and TVs. It will probably take years for similar legislation to 
apply for example to mobile phones, laptops and other common 
devices.

Sustainable covering products and new criteria for awarding 
the EU Ecolabel
The EU Ecolabel can only be awarded to products that have a 
demonstrably lower impact on the environment than other products, 
taking into account the entire lifecycle from the production phase 
to the product’s disposal. However, the criteria under which the EU 
Ecolabel can be awarded to hard covering products3 (floor tiles, roof 
tiles, kerbs, kitchen worktops etc.) has changed since 16 March 2021.

The new approach to assessing candidates for the label is based 
on a point system. Points can only be received by products that 
meet facultative requirements or that perform significantly better 
than their competitors in terms of the environment. The purpose 
of the changes is also to reflect the innovations in the production of 
hard covering products in order to be able to award the label to, for 
example, covering products made of alternative materials.

Primary material tax as a way towards a circular economy?
The global consumption of mineral resources keeps growing with 
no sign of a decrease. Hand in hand with this, we see an increase 
in their extraction, which already has devastating environmental 
consequences. The Organisation for Economic Cooperation and 
Development (OECD) has therefore recently published a study which 
discusses the possibilities of reducing the consumption of primary 
material through fiscal reform4. The reform should tax the use of 
primary materials and the tax yields should be used in support 
of recycled goods and use of metals gained through secondary 
production.

According to the models used, by 2040, the fiscal reform should lead 
to the reduction in primary material consumption of 27% in the case 
of metals and 8% in the case of non-metallic minerals (compared 
to a scenario without a similar reform), at the cost of only limited 
impacts on the global economy. However, the study also admits 
complications associated with the modelled fiscal reform, concerning 
mainly the considerable asymmetric impacts on some regions 
(especially countries dependent on the export of mineral resources) 
and industries connected to the extraction of mineral resources.

Moreover, the fiscal reform would have to be a universal one. That 
is because countries that would not introduce the tax on primary 
materials would experience an increase in their use. Companies 
from countries that introduced the tax could “simply” move their 
production capacities where they would not have to pay the tax. 
The fiscal reform would, therefore, have to be carefully balanced; 
despite that, the authors of the study still consider it feasible and with 
predominating benefits.

1) European Commission. (2021). Laying down rules on harmonised marking specifications on single‑use plastic products listed in Part D of the Annex to Directive (EU) 2019/904 of 

the European Parliament and of the Council on the reduction of the impact of certain plastic products on the environment, Retrieved from: https://eur-lex.europa.eu/legal-content/

EN/TXT/HTML/?uri=CELEX:32020R2151&from=CS

2) European Commission. (2021). New EU energy labels applicable from 1 March 2021, Retrieved from: https://ec.europa.eu/commission/presscorner/detail/en/IP_21_818

3) European Commission. (2021)., Commission Decision (EU) 2021/476 of 16 March 2021 establishing the EU Ecolabel criteria for hard covering products (notified under document C 

(2021) 1579, Retrieved from: https://eur‑lex.europa.eu/legal‑content/EN/TXT/?uri=CELEX:32021D0476

4) OECD. (2021). Policy scenarios for a transition to a more resource efficient and circular economy, En., Retrieved from: https://www.oecd‑ilibrary.org/environment/policy‑scena-

rios‑for‑a‑transition‑to‑a‑more‑resource‑efficient‑and‑circular‑economy_c1f3c8d0‑en;jsessionid=7m6C_hejsNq0C0Gcgg0lbyZb.ip‑10‑240‑5‑161

5) EEA. (2021). Digital technologies will deliver more efficient waste management in Europe, En., Retrieved from: https://www.eea.europa.eu/themes/waste/waste‑management/

digital-technologies-will-deliver-more

 

6) EEA (2021). Plastics a growing environmental and climate concern: how can Europe revert that trend?, En., Retrieved from: https://www.eea.europa.eu/highlights/plastics-envi-

ronmental-concern

7) EEA. (2021). A framework for enabling circular business models in Europe, En., Retrieved from: https://www.eea.europa.eu/publications/a‑framework‑for‑enabling‑circular/a‑fra-

mework-for-enabling-circular

Digital technologies in the service of waste management
The European Environment Agency (EEA) published a report which 
draws attention to the ways of how digital technologies can change 
waste management5. As examples, it lists the use of robots, which 
can help sort recyclable materials through visual recognition, or 
“smart containers” and collection bins, which can evaluate their state 
of filling and order waste collection, all without inefficient paperwork.

According to EEA, digitalisation would help generate efficiency, 
which can help waste companies succeed in an otherwise highly 
competitive industry of waste management. The industry only uses 
low margins and therefore the competitive advantage related to 
digitalisation would pay off in the long term.

The production of plastics is cheaper also due to the 
pandemic, adding to the climate change
According to the data of the EEA6, the coronavirus pandemic has 
contributed not only to the production of plastic waste (gloves, 
masks, single-use food plastic packaging), but also significantly 
reduced the price of the overall production of new plastics. That is 
because this production cannot do without a large amount of fossil 
fuels, the price of which has significantly dropped due to the overall 
decrease in economic activities during anti-epidemic measures.
As a result, producing new plastics has become more profitable than 
using recycled materials. Unfortunately, this complicates the efforts 
to limit the production and consumption of plastics and plastic 
products, which is crucial for environmental protection and plays an 
important role in the fight against climate change.

Circular economy in the individual phases of the life cycle
We have been hearing about the need to transition to a circular 
economy for a long time, but what does it mean in practice? The EEA 
has recently published a study illustrating the meaning of “circularity” 
in every phase of the life cycle7.

Products should be designed and constructed in a way that makes 
them more durable and easier to repair, and during the time of their 
use, spare parts should be available. In the production phase, EEA 
emphasises not only the need to use recycled materials as much as 
possible and to search for alternative materials, but also the need to 
avoid certain undesirable substances completely. Digital technologies 
will play a key role in production and distribution, enabling the 
optimisation of production and distribution processes.

In the use phase, a circular transformation requires an individual 
approach to every specific product. Consumers themselves may 
contribute to this, by giving preference to new business models. 
As an example, the study presents access-based business models, 
under which the ownership of products remains with the company 
and customers pay only for their use, to maximise the use of the 
product through its entire lifespan. In the last, end-of-life phase, 
when the product becomes waste, a natural priority is recycling, 
reuse or material recovery.
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Climate change has a global 
impact on the environment and 
economy. The EU has prepared a 
new adaptation strategy

The European Union is aware of the ubiquitous impacts of climate change and has 
therefore prepared a new strategy in recent months to help European countries better 
achieve climate neutrality and effectively prepare for the coming changes together. 

Another novelty is the regulation of the European Commission that defines how carbon 
dioxide emission data will be collected from car on-board computers. Climate change is an 
increasingly important issue for business and companies from various sectors and even for 
individuals. For example, a brand’s impact on the environment is crucial for millennials to 
such an extent that they would change their employer depending on it; and companies are 
well aware of this fact – on a global scale, up to 30% of them are already experiencing the 
effects of the climate change on the day-to-day business operation.

New EU strategy on adaptation to climate change
The world’s warmest decade in history has just ended. The record 
of the warmest year was broken eight times. The frequency and 
severity of climate and weather extremes is increasing and not even 
stopping all greenhouse gas emissions can prevent the impacts on 
climate that are occurring now. These are only some of the reasons 
why a new EU strategy on adaptation to climate change1 has been 
developed in recent months.

The EU has committed to climate neutrality by 2050 and to reducing 
emissions by 55% by 2030. The strategy provides a basis for policy 
coherence, sets a framework for achieving climate neutrality and 
commits Member States to continuous progress. In the strategy, 
the Commission sets several major tasks, and the cooperation of 
the public and private sectors will be key. Both individuals and entire 
governments must address the solution. At present, the European 
Union and global community are not sufficiently prepared for the 
growing intensity and ubiquity of the climate change effects and 
the new strategy represents one of the means to combat this 
unpreparedness.

Mandatory disclosure of real-world fuel consumption data
EU regulation has been gradually pushing for a long time to 
reduce CO2 emissions from passenger cars. In order to evaluate 

the efficiency of these efforts, the European Commission must 
collect real-world fuel consumption data from 2021 onwards2. 
This information is obtained from on-board devices installed in 
new vehicles. It will be mandatory to disclose this data from 2022. 
Everyone will thus be able to verify the actual consumption that can 
be expected from the selected vehicle type.

The new implementing regulation defines detailed methods for 
transferring data from cars through manufacturers, garages/repair 
shops to regulatory authorities and the general public. It should also 
be said that the EU law explicitly includes the option for the vehicle 
owners to reject the transfer of consumption data.

Economic implications of climate change
The economic implications caused by climate change3 are obvious; 
however, the transition to a low-carbon future also has its economic 
consequences.

What is the price we pay for inaction in combating the consequences 
of climate change? Fires, hurricanes and rising extremes have 
become commonplace in recent years. In 2020 alone, financial loss 
caused by natural disasters reached USD 210 billion. This is not only 
a loss in infrastructure, industry or housing; the economic growth is 
slowing down as well. Extreme weather changes also affect human 

Julie Kavalírová
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health and productivity. Research points to the link between rising 
temperatures, decline in productivity and increase in population 
diseases. At the same time, the gap between disadvantaged 
communities and individuals with fewer opportunities to face the 
consequences of climate change will increase.

Economic entities do not bear any direct costs of greenhouse gas 
production and social costs that affect other people. Emissions 
are thus becoming a negative externality that entities ignore; they 
overproduce CO2 and other harmful substances and insufficiently 
invest in research. There are many carbon pricing schemes (taxes, 
emission allowances) which together cover almost one quarter of 
the global greenhouse gas production. These schemes force large 
polluters to innovate and the income from these innovations can be 
used to offset the negative effects of greenhouse gases. An Oxford 

University study found that green projects (e.g. the recovery plan 
proposed by the European Commission) that seek to link climate and 
economic goals have a considerable potential to increase national 
wealth and product capital.

The direct and indirect impact of climate change on the financial 
sector is currently reflected e.g. in the insurance business but a 
steep rise is also expected in the banking sector.  Central banks are 
increasingly focusing on the assessment of risks associated with 
climate change. The financial sector mediates private investments 
and therefore plays an important role in the transition to a low-
carbon future.

B L O G  A R T I C L E

Martin Vejtasa
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Business leaders are aware of the climate change threat, but 
the pandemic has hampered the fight 
The Deloitte survey among business leaders5 conducted in February 
and March 2021 shows that, according to most managers, the fight 
against climate change is at a tipping point. Many sectors are already 
experiencing the effects of climate change and associated natural 
disasters, especially the lack of raw materials and resources.

The efforts of businesses to transform their operation into a more 
sustainable model have been significantly undermined by the 
pandemic of COVID-19. Approximately 65% of managers admit 
that they are forced to cut investments in environmental initiatives. 
Nevertheless, they remain optimistic and believe that everything 
should change in the near future as companies plan to accelerate 
their efforts towards green transformation. Their motivation is not 
only the strong pressure from governments and legislators but also 
from the “bottom”, from employees and investors.

1) European Commission. (2021). COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT, THE COUNCIL, THE EUROPEAN ECONOMIC AND SOCIAL COMMIT-
TEE AND THE COMMITTEE OF THE REGIONS - Forging a climate-resilient Europe - the new EU Strategy on Adaptation to Climate Change, Retrieved from: https://eur-lex.europa.eu/
legal‑content/EN/TXT/?uri=CELEX:52021DC0082

2) COMMISSION IMPLEMENTING REGULATION on the monitoring and reporting of data relating to CO2 emissions from passenger cars and light commercial vehicles, Retrieved 
from: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32021R0392&from=CS

3) Deloitte. (2021). Facing the heat: The economic implications of climate change, Retrieved from: https://www2.deloitte.com/us/en/insights/economy/spotlight/economics-insights-
‑analysis‑02‑2021.html?id=us:2em:3pa:all:eng:di:040221

4) Deloitte. (2021). Climate Change: 101 for business leadersKey questions and essential knowledge, Retrieved from: https://www2.deloitte.com/global/en/insights/topics/strategy/
economic-impact-climate-change.html

5) Deloitte. (2021). 2021 Climate Check: Business' views on environmental sustainability, Retrieved from: https://www2.deloitte.com/global/en/pages/risk/articles/2021‑climate-
-check-business-views-on-environmental-sustainability.html

Climate change and the approach of business managers
Deloitte has recently published a summary of the most important 
information on climate change for business managers4 that includes 
a number of interesting findings. According to one study, 40% of 
millennials would change their relationship with a brand based on 
the company’s impact on the environment, approximately 45% 
would change their job depending on their employer’s approach to 
sustainability. This is in line with another American study, according 
to which 30% of employees from large companies changed jobs in 
recent years for this reason.

Therefore, among other things, Deloitte encourages business 
managers to perceive the green transformation primarily as 
an opportunity and seek new business models or take the 
environmental and climate impacts more into account in their 
business decision-making, not only in relation to their products and 
customers but also in the workplace (e.g. through remuneration).
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Sustainable investments are more 
profitable than traditional funds 
and more resilient to the impacts 
of the pandemic

In March, the long-awaited Sustainable Finance Disclosure Regulation (“SFDR”) came 
into effect. This regulation introduces new requirements for informing investors and 
transparency in financial services. However, the new regulation is not complete yet and, 

contrary to the plans originally announced, the clarification of obligations will be delayed. This 
is bad news especially for investors because, as the studies of some finance companies have 
shown, the popularity of sustainable investments is growing rapidly. The transparency issue 
is also the subject matter of a new ruling of the Court of Justice of the EU, according to which 
the European Investment Bank is required to review its decisions that have an impact on the 
environment and the social sphere. 

Financial market participants need to adapt to the new 
transparency requirements
As we reported1 last year, the European Union has also focused on 
the area of financial services in order to achieve a more sustainable 
economy. In March, the Sustainable Finance Disclosure Regulation 
(SFDR)2 came into effect. SFDR affects financial market participants 
and financial advisers. Its aim is to increase the transparency of 
financial services and improve end-investor awareness. Among 
other things, obliged entities must now publish information about 
the inclusion of sustainability-related risks into internal processes or 
inform their clients about risks before a contract is signed.

However, the new regulation is not complete yet – the SFDR is 
to be complemented by Regulatory Technical Standards3 (RTS), 
which will clarify the content, methodology and extent of the 
information obligations. The European Supervisory Authorities 
(namely the European Banking Authority, the European Insurance 
and Occupational Pensions Authority and the European Securities 
and Markets Authority) were responsible for the preparation of 
this standard and their draft was published in early February 2021. 
According to the original plan, the RTS were to enter into force in 
parallel with the SFDR; however, the date was postponed to 1 January 
2022 due to repeated delays during their preparation. This also 
means that the fulfilment of certain obligations is postponed4 as well, 
contrary to the original plans. 
 
 

However, we recommend familiarising with the content of the RTS 
now – it can serve as a useful guide for the interpretation of the 
current requirements. It can also help prepare for the future because 
it contains a detailed methodology and templates that the obliged 
subjects will have to use. For the sake of efficiency, it can also be 
recommended to start following selected provisions of the RTS now, 
for example Article 2 of the draft RTS that defines the basic principles 
of information presentation.

European Supervisory Authorities are preparing to add 
requirements for financial product sustainability to the SFDR
The regulations adopted under the abovementioned SFDR are 
closely interlinked. The Taxonomy Regulation thus empowers the 
European Supervisory Bodies to add new requirements to the SFDR 
regarding financial product sustainability based on the Regulatory 
Technical Standards. The said authorities have decided to amend 
the RTS5 to create a unified set of rules that will take into account all 
sustainable investments, both taxonomy-related and non-taxonomy 
related. Consultations6 on the extension of requirements are 
currently underway. The ESAs have presented a proposal to amend 
the RTS and stakeholders can comment on it by 12 May 2021.

The extension of requirements will mainly concern the clarification of 
the rules for disclosure of pre-contractual information under Articles 
8 and 9 of the SFDR, i.e. financial products promoting environmental 
or social characteristics and financial products with a sustainable 
investment objective (also referred to as “light green” or “dark green” 
products).

Andrea Lančová
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It is apparent that the sustainable financing sector will develop 
significantly in 2021.  Apart from the above, we expect the 
Commission to publish a list of environmentally sustainable activities, 
the “green taxonomy”.  The European Union representatives hope 
that this taxonomy will significantly transform the fight against 
climate change. The European Union has postponed the publication 
of the green taxonomy several times, last time due to the fact that 
ten EU Member States did not agree with the classification of gas and 
nuclear.

Investors are realising that the green bet is paying off
Interest in sustainable and responsible investment7 is skyrocketing; 
this area has basically become part of the mainstream in recent 
years, which is largely attributable to millennials. However, 
sustainable investments are becoming increasingly popular among 
the general population as well.
 
Experience in recent years has also shown that the concerns of 
some investors about the benefits of sustainable development were 
unfounded. According to a study conducted in seven investment 
sectors, approximately 59% of sustainable funds have outperformed 
traditional funds within 10 years. They were also performing better in 
the context of the pandemic. One reason could be that sustainable 
funds do not invest in carbon-intensive sectors which were more 
negatively affected by the pandemic. Managers of sustainable 
portfolios may also take more into account non-financial risks, 
including a pandemic.

Although the data speaks for itself, the question is whether the 
popularity of sustainable investments will continue to grow in the 
coming years. At the very least, awareness of these investments will 
increase in the European Union in the future thanks to the SFDR.

The European Investment Bank lost a case concerning 
transparent decision-making
In January, the Court of Justice of the European Union (CJEU) ruled8 
that the European Investment Bank (EIB) had wrongfully rejected 
a request for an internal review of a loan for the construction of a 
biomass power plant in Spain. The lawsuit was brought to the CJEU 
by the ClientEarth environmental NGO.

According to ClientEarth, granting the loan breached the EIB’s 
criteria for sustainable investment in renewable energy and the 
organisation therefore asked for an internal review of the decision 
in accordance with the Aarhus Convention. EIB claimed the request 
was inadmissible, arguing i.a. that the request for an internal review 
is incompatible with the independence of its financing decisions. The 
CJEU has ruled in favour of ClientEarth, stating that the request for 
a review concerned environmental and social aspects of the EIB’s 
decision in the given matter.  The request for a review in accordance 
with the Aarhus convention was thus admissible.

B L O G  A R T I C L E
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This case is significant because for the first time in history, an NGO 
was successful in a legal dispute with EIB at the CJEU regarding 
the transparency in the management of public finances. In its 
annual report, EIB plans9 to provide more than 50% of loans in 

support of sustainability. However, according to ClientEarth’s legal 
representatives, it is important that the decision-making of EIB can 
be subject to public scrutiny.

1) Deloitte. (2020). Nové výzvy v kontextu klimatických změn: Jak na udržitelné financování?, Retrieved from: https://www.dreport.cz/blog/nove‑vyzvy‑v‑kontextu‑klimatickych-
‑zmen‑jak‑na‑udrzitelne‑financovani/

2) European Parliament. (2021). REGULATION (EU) 2019/2088 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL on sustainability‐related disclosures in the financial services 
sector, Retrieved from: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32019R2088&from=CS

3) Joint Committee of the European Supervisory Authorities. (2021). Final Report on draft Regulatory Technical Standards, En., Rtrieved from: https://www.esma.europa.eu/sites/
default/files/library/jc_2021_03_joint_esas_final_report_on_rts_under_sfdr.pdf

4) Joint Committee of the European Supervisory Authorities. (2021). Joint ESA Supervisory Statement on the application of the Sustainable Finance Disclosure Regulation, En., Retrie-
ved from: https://www.esma.europa.eu/sites/default/files/library/jc_2021_06_joint_esas_supervisory_statement_‑_sfdr.pdf

5) Joint Committee of the European Supervisory Authorities. (2021)., Joint Consultation Paper Taxonomy‑related sustainability disclosures. En., Retrieved from: https://www.esma.
europa.eu/sites/default/files/library/jc_2021_22_‑_ joint_consultation_paper_on_taxonomy‑related_sustainability_disclosures.pdf

6) ESMA. (2021). JOINT CONSULTATION ON TAXONOMY‑RELATED SUSTAINABILITY DISCLOSURES, En., Retrieved from: https://www.esma.europa.eu/press‑news/consultations/joint-
-consultation-taxonomy-related-sustainability-disclosures

7) Deloitte. (2021). Climbing aboard the sustainability train: How the SFDR and the global pandemic may influence sustainable and responsible investment, Retrieved from: https://
www2.deloitte.com/lu/en/pages/sustainable-development/articles/climbing-aboard-sustainability-train-sfdr.html

8) General Court (EU). (2021). JUDGMENT OF THE GENERAL COURT (Environment – Financing of a biomass power generation plant in Galicia – Resolution of the Board of Directors 
of the EIB approving the financing – Access to justice in environmental matters – Articles 9 and 10 of the Aarhus Convention – Articles 10 to 12 of Regulation (EC) No 1367/2006 – 
Request for an internal review – Refusal of the request as inadmissible – Action for annulment – Admissibility of a ground of defence – Obligation to state reasons – Concept of an 
act adopted under environmental law – Concept of an act having a legally binding and external effect), Retrieved from: https://curia.europa.eu/juris/document/document.jsf;jsessi-
onid=32D492E94831046FC04B767F926B0CBE?text=&docid=237047&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=3843194

9) EIB. (2020). EIB Group Climate Bank Roadmap 2021‑2025, En., Retrieved from: https://www.eib.org/attachments/thematic/eib_group_climate_bank_roadmap_en.pdf

The Modernisation Fund brings 
about new challenges, focuses 
on renewable resources and 
emission reduction

In order to achieve sustainability, public funding cannot be omitted. The State Environmental Fund 
thus announces new calls of the Modernisation Fund aimed at the Modernisation of the Heat Supply 
System (HEAT), New Renewable Energy Resources (RES+), Energy Efficiency Enhancement and 

Reduction in the Greenhouse Gas Emissions in the EU Industry (ENERG ETS). At the same time, the 
Czech Ministry of Industry and Trade has changed the schedule of calls for 2021 and plans to announce 
calls in the Application, Innovation and Potential Programmes. These calls make it possible to green the 
traffic and to invest in innovation and research. However, the Technology Agency of the Czech Republic 
does not lag behind. A public tender has been announced that is focused on the support of applied 
research, experimental development and innovation called THETA with the aim to establish high-quality 
management in the areas of energy and use of new technologies and system elements.

The Modernisation Fund: programmes, terms and upcoming 
projects
The pre-registration calls of the Modernisation Fund have brought 
about relevant information not only on the upcoming projects and 
their stage but also on the interest in such technologies. These 
findings now serve as a basis for the Modernisation Fund’s setting 
and distribution of grants. The State Environmental Fund of the 
Czech Republic identified interest in the three following programmes: 
Modernisation of the Heat Supply System (HEAT), New Renewable 
Energy Resources (RES+) and Energy Efficiency Enhancement and 
Reduction in the Greenhouse Gas Emissions in the EU Industry 
(ENERG ETS).

According to the findings, the projects from the area of new energy 
sources with a focus on the construction of photovoltaic power 
plants prevail (90%), with the majority of applicants planning to 
place the panel on buildings and choosing natural gas as their fuel 
base. The projects are assessed by the Fund, which evaluates their 
relevance and feasibility from the perspective of costs, readiness 
and investment plan. At the same time, the final programme terms 
are being prepared and the whole agenda is consulted with the 
European Commission and the European Investment Bank. The 
applications will be accepted in July and the remaining programmes 
shall be introduced by the end of the year. At the moment, the 
so-called sharp calls are under preparation.

Natálie Hrabánková

B L O G  A R T I C L E
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Change of the schedule of calls for 2021
On 19 March 2021, the Ministry of Industry and Trade of the 
Czech Republic changed the current schedule of calls for 2021. A 
fundamental change is the planned announcement of calls in the 
Application, Innovation and Potential Programmes1. This is the last 
opportunity in this programme period to draw funds from the OP 
PIC Programme. Within these calls, applicants can draw subsidies 
for individual projects in the amount of up to tens of millions of CZK. 
In total, CZK 4.5 billion should be distributed among entrepreneurs 
within these calls.

The Application Programme supports projects aimed at 
implementing industrial research and experimental development 
activities leading to specific outputs. The grant that can be used, 
among other things, for personnel expenses, expenditure on tools 
or contract research can be requested by small, medium-sized and 
large enterprises. The Innovation Programme is aimed at supporting 
projects placing innovated products, technologies or services into 
production and on the market. In this case, the grant can be used for 
construction expenditure, software and data expenses or product 
certification expenses and can be applied for by small, medium-sized 
and large enterprises. The Potential Programme supports projects 
aimed at building industrial research, development and innovation 
centres. The grant is provided for building expenditure and can 
be applied for by all types of enterprise sizes. You can find a list of 
all current calls in the timetable for receiving applications for new 
autumn calls2.

Furthermore, the Technological Agency of the Czech Republic has 
announced a public tender called THETA3 focusing on the support of 
applied research, experimental development and innovation in the 
area of the energy sector. Its aim is to enhance the management of 
the energy sector, use of new technologies and system elements. 
Project proposals are received until 12 May.

These programmes and calls offer enterprises the opportunity to 
acquire funds to shift their operations towards greater sustainability, 
as well as develop new, sustainable technologies.

– 23 –

1) Deloitte. (2021). Tax alert: Změna harmonogramu výzev OP PIK pro rok 2021 a poslední možnost čerpání dotací v programovém období 2014–2020, Retrieved from: https://
www.dreport.cz/blog/tax‑alert‑zmena‑harmonogramu‑vyzev‑op‑pik‑pro‑rok‑2021‑a‑posledni‑moznost‑cerpani‑dotaci‑v‑programovem‑obdobi‑2014‑2020/?utm_source=news-
letter&utm_medium=email&utm_campaign=dReport03

2) Deloitte. (2021). Harmonogram příjmu žádostí do nových podzimních výzev OP PIK [březen 2021], Retrieved from: https://www.dreport.cz/blog/harmonogram‑prijmu‑zadosti-
-do-novych-podzimnich-vyzev-op-pik-brezen-2021/?utm_source=newsletter&utm_medium=email&utm_campaign=dReport03

3) Deloitte. (2021). Vyhlášení veřejné soutěže programu na podporu aplikovaného výzkumu, experimentálního vývoje a inovací THÉTA, Retrieved from: https://www.dreport.cz/
blog/vyhlaseni-verejne-souteze-programu-na-podporu-aplikovaneho-vyzkumu-experimentalniho-vyvoje-a-inovaci-theta/?utm_source=newsletter&utm_medium=email&utm_
campaign=dReport03

Programme name Programme focus Type of recipient* Planned date of acceptance 
of applications

Innovation Call IX

Grants for the purchase of production 
technology to launch new or innovated 
products in production and on the 
market.

SME, LE with a connection to 
the environment

From 15 June 2021
To 30 September 2021

Potential Call VIII
Grants for the establishment or 
development of centres of industrial 
research, development and innovation.

SME, LE with a connection 
to the environment or in 
cooperation with a SME

From 14 June 2021 
To 26 August 2021

Application Call IX
Grants for the performance of industrial 
research and experimental development.

SME, LE with a connection 
to the environment or in 
cooperation with a SME

From 15 June 2021
To 31 July 2021

ICT and Shared Services – 
Digital Enterprise Call VI

Grants for the acquisition of new 
products, technologies and services in 
the area of IS/ICT solutions.

SME
From 2 August 2021
To 10 September 2021

Energy Savings Call VI
Grants for activities related to final 
energy consumption savings.

SME, LE
From 24 November 2020
To 30 April 2021

Energy Savings with EPC 
Call VI

Grants for activities related to final 
energy consumption savings by EPC 
method (guaranteed energy services).

SME, LE

Preliminary applications:
From 8 December 2020
To 31 May 2021
Applications:
From 1 June
To 30 November 2021

*SME – small and medium-sized enterprise, LE – large enterprise
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The UN introduced a new concept 
of ecosystem accounting that 
considers the value of natural 
capital

Topics on the sustainable use of natural capital have been coming to the fore of the social 
interest. As agriculture is directly dependent on the use of environmental compartments, 
it must not only face the impacts of climate change, but also the increasing requirements 

for the inclusion of environmental objectives in agricultural production. This transformation is to 
be supported by the Action Plan for the Development of Organic Production that is supposed to 
motivate farmers to a more environmentally friendly approach. Another important topic in this 
field is the ground-breaking adoption of a new system of environmental and ecosystem accounts. 
An increase in the awareness of the value of ecosystem services could change the approach of the 
private sector to environmental protection and help eliminate environmental risks and increase 
corporate social responsibility.

Vojtěch Bašný

B L O G  A R T I C L E

– 25 –

Organic farming as a key to sustainable Europe
Following the Green Deal and the Farm to Fork Strategy, the 
European Commission introduced the Action Plan for the 
Development of Organic Production1 in March 2021. Its objective is 
to motivate both farmers and processors to introduce innovative 
production procedures, ensure sustainable production and animal 
welfare. In relation to the consumer, there should be an increase 
in guarantees relating to the transparency of organic products, 
prevention of food frauds and increased promotion of EU products. 
The Action Plan sees farmers from three different perspectives, as 
unsuitable agricultural practices may be harmful to the environment, 
but the efforts of environmentally friendly farmers may have a very 
positive impact on the landscape, ecosystems and biodiversity. In 
addition, farmers are exposed to the impacts of climate change and 
need to look for new production methods which require investments 
in research.

Starting points for the proposed measures are divided into three 
thematic axes which address
stimulation of the demand for organic products, support for the 
transition and strengthening of the value chain, and improvements in 
the contribution of organic farming towards sustainability.

In order to increase demand, the EU will advertise the EU organic 
logo, organise information campaigns and promote the consumption 
of organic products in school canteens and their inclusion in public 
contracts. In view of the need to increase consumer confidence, 
the oversight of control systems will be increased, a system of early 
warning using AI will be introduced and a database for confirmation 
of all economic operators will be developed.

The above-discussed transition is to be financed through the 
Common Agricultural Policy in the amount ranging from EUR 38 to 
58 billion between 2023 and 2027 and the innovations in this sphere 
will be supported by the Horizon Europe Programme. The subsidies 
for local and small processors are to be used for the shortening of 
the supply chain to appreciate the added value of organic products 
and concurrently meet the requirements for safety and quality. 
The principal benefits of the Action Plan are supposed to include 
a decrease in the climate and environmental footprint of farming 
and create of carbon-neutral organic businesses. Given the existing 
agricultural practices, it will be a great challenge to develop seeds 
with higher genetic variability while maintaining the yields.

In a broader context, the Action Plan is supposed to motivate 
farmers to use more sustainable practices, assess the benefits of 
their activities for the environment and facilitate their adaptation 
to climate change. The European Commission realises that in order 
to introduce a higher share of organic production and fair income 
for farmers, it is necessary to ensure a sufficient demand from 
consumers who, by choosing the appropriate food and introducing 
lifestyle changes, have a significant influence on meeting the set 
objectives. Organic farming is a sustainable agricultural system that 
gained substantial support; however, the implementation of the 
Action Plan will also depend on intrastate strategies in individual 
member states and the amount of investments in innovations.

Agriculture and water protection are connected
At present, one of the frequently discussed topics is the impacts of 
agriculture on individual environmental compartments, primarily the 
need to ensure the protection and sustainable use of water sources. 
The European Environmental Agency (EEA) has published a detailed 
Water and Agriculture: Towards Sustainable Solutions2 Report, which 
discusses the impacts of agricultural and food production on the 
quality and quantity of water and seeks to propose appropriate 
changes in the existing practices. Considering climate change, 
the issue of water sources availability is significant for farmers 
themselves as periods of uncertainty are expected and farmers 
must be ready to take steps towards increasing the resilience of their 
farms.

As stated in the Report, the agricultural sector contributes to 
negative impacts on the levels and condition of water in the 
European Union, primarily due to dispersed pollution by nutrients 
and chemicals, water abstraction and change in the form of 
watercourses. These pressures are often simultaneous, and the 
harmful effects are all the more intense. Although agricultural 
practices in the use of natural sources have improved in recent 
decades, as a result of negative impacts of the agricultural sector, 
approximately one third of surface water bodies is not in good 
condition according to the Water Framework Directive.
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The Report offers three principal starting points to achieve 
sustainable agriculture. These consist in an increased resilience 
of agricultural systems through appropriate management, better 
integration of the objectives of EU policies and transition to 
systemic thinking allowing an integrated and global approach to 
these issues. Specific proposals for measures include, for example, 
adding the requirements for water protection to the standards 
for sustainable agricultural production, supporting organic 
production, or transforming agricultural businesses in order to 
increase diversification and resilience. In relation to the integration 
of objectives, the Report mentions the need for the Common 
Agricultural Policy to reflect the level of the environmental regulation 
and integrate the standards for effective use of pesticides, nutrients 
and water in the cross-compliance rules. When it comes to the 
change in systemic thinking, the Report emphasises the need for an 
integrated approach that would take into account water protection 
efforts and the need for agricultural and food production.

Adaptation of agriculture to the risks of climate change is 
necessary
Agriculture is inherently one of the areas that is most threatened 
by the impacts of climate change. Agricultural production is 
directly impacted by natural conditions, for example precipitations, 
temperatures, humidity, sufficiency of pollinators or good-quality 
soil. As climate change involves sudden changes in these natural 
conditions and changes in agricultural yields and the use of soil, 

it is necessary to look for ways to provide supplies of agricultural 
commodities to Europe. Considering the significance of agriculture 
and food safety, the European Environmental Agency (EEA) has long 
addressed this issue; based on the previous studies, it has published 
a brief Global Climate Change Impacts and the Supply of Agricultural 
Commodities to Europe3 Report, which summarises appropriate 
measures.

Individual global measures affect international trade in agricultural 
products as Europe is one of the main exporters of processed 
food and dairy products; however, it is dependent on the import 
of fodders and commodities for secondary processing. In order to 
reduce the risk of supply disruption, it is necessary to diversify the 
group of importers and commodities where possible. In particular, 
rules should be set for reducing risky supply chains of commodities 
that are associated with environmental impacts, which should 
be reflected in international trade agreements. As the impacts of 
climate change go beyond borders, there is space for international 
cooperation and Europe should support the adaptation of 
agriculture in partner producer countries.

What does diversity mean for business?
Biodiversity has become the central point of focus in environmental 
protection. Although ecosystem services are included in the solution 
aiming to mitigate the impacts of climate change, we are failing to 
stop the worldwide biodiversity loss resulting from unsustainable 

use of natural sources and climate change impacts. The need for 
the protection of biodiversity and ecosystem services is therefore 
a significant and widely discussed topic. But what does biodiversity 
mean for businesses in practice?4 Companies should focus on the 
risks relating to their dependence on specific ecosystem services and 
create frameworks for the elimination of the discussed risks. With 
this experience in mind, it is possible to determine a strategy with 
clear objectives and start cooperation across the supplier chain – in 
this way, it is possible to actively support ecosystem services and 
ensure corporate social responsibility.

Ground-breaking system for the assessment of 
environmental benefits  
Considering the involvement of the private sector in the protection 
of biodiversity, it has long been addressed how to assess the 
benefit of the environment for farming and the impact of farming 
on the environment. To this end, the UN Statistical Commission 
adopted a new breakthrough System of Environmental-Economic 
Accounting—Ecosystem Accounting5 (SEEA EA) in March 2021. This 
system goes beyond the existing statistical approaches based on 
the gross domestic product (GDP) and takes into account the value 
of natural capital. The significance of this system consists in the 
provision of information for strategic economic planning and analysis 
of policies with the objective of achieving sustainable development. 
The European Commission supported the creation of this single 
international system and has already announced a review of the 
Regulation on European environmental economic accounts, in order 
for it to reflect the new assessment of benefits for the environment. 
For the implementation of the obtained data, the European 
Commission uses its own Integrated System of Natural Capital and 
Ecosystem Services Accounting for the European Union (INCA)6, 
which contributed to the creation of the single international  SEEA EA 
system on the UN level.

1) European Commission. (2021). COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT, THE COUNCIL, THE EUROPEAN ECONOMIC AND SOCIAL COMMITTEE 
AND THE COMMITTEE OF THE REGIONS EMPTY
ON AN ACTION PLAN FOR THE DEVELOPMENT OF ORGANIC PRODUCTION, Retrieved from: https://eur‑lex.europa.eu/legal‑content/EN/TXT/?uri=CELEX%3A52021D-
C0141&qid=1618771213679

2) EEA. (2021). Water and agriculture: towards sustainable solutions, Retrieved from: https://www.eea.europa.eu/publications/water-and-agriculture-towards-sustainable-solutions

3) EEA. (2021). Global climate change impacts and the supply of agricultural commodities to Europe, Retrieved from: https://www.eea.europa.eu/publications/global-climate-chan-
ge-impacts-and/global-climate-change-impacts-and

4) Deloitte. (2021). Biodiversity: What Does It Mean for Businesses?, Retrieved from: https://www2.deloitte.com/global/en/blog/responsible‑business‑blog/2020/biodiversity‑what-
‑does‑it‑mean‑for‑businesses.html?id=global:2sm:3li:4dcom_share:5awa:6dcom:the_responsible_business_blog_%7C_deloitte_%7C_risk

5) European Commission. (2021). Biodiversity: ground‑breaking change to economic reporting accounting for nature’s contribution to economy, Retrieved from: https://ec.europa.
eu/environment/news/biodiversity-ground-breaking-change-economic-reporting-accounting-natures-contribution-economy-2021-03-11_en

6) Europena Commission (2021). Accounting for  ecosystems and their services in the European Union (INCA), Retrieved from: https://ec.europa.eu/eurostat/docu-
ments/7870049/12943935/KS‑FT‑20‑002‑EN‑N.pdf/de44610d‑79e5‑010a‑5675‑14fc4d8527d9?t=1624528835061
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Private financial institutions are the 
new supervisors of environmental 
regulation. The courts’ approach is 
also changing 

Regulations in the area of environmental law 
are constantly increasing, which means that 
sustainability is an increasingly important topic 
that directly affects individuals, companies 
and states. However, oversight of compliance 
with the new rules is no longer exercised only 
by environmental inspection authorities, but 
also by private financial institutions. The courts 
whose decisions directly affect the corporate and 
state responsibility for climate change have also 
adopted a new approach to this issue.
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Green transformation continues, 
the Modernisation Fund 
announced new calls for facilities 
that need emission allowances

The European Union is aware of the importance of green transformation, and therefore 
provides new-old sources to its member states. Recently, the Just Transition Fund was 
approved, and it will provide help, with its EUR 17.5 billion, to coal-mining regions. In 

addition, the EU continues the LIFE programme which supports innovative environmental 
projects. And the Czech Republic is not lagging behind, it announces new calls of the 
Modernisation Fund for the modernisation of sources and technologies. At the same time, it 
is necessary to carefully monitor the public aid. For this reason, the Commission published 
the instructions by which it stipulates the conditions of the public support in relation to the 
system of emission allowances. As indicated by a new OECD tool, the public support often 
goes into non-environmentally friendly solutions such as fossil fuels.

B L O G  A R T I C L E

– 31 –

The Union approved the Just Transition Fund with 
EUR 17.5 billion
The Council of the European Union approved the regulation1 which 
establishes the fund with the total of EUR 17.5 billion. The Fund is 
supposed to enable and facilitate the transition to green economy 
and is one of the manners by which the European Union seeks to 
meet its objective of reducing 55% of emissions of greenhouse gases 
by 2030. The Fund builds on, among other things, the awareness 
that every EU member state has a different starting position in 
adapting to climatic changes and transition to a green, carbon neutral 
economy.

The finances from the fund are intended predominantly to make 
it easier for the countries with economies dependent on fossil 
fuels and carbon intensive industry to move to greener and more 
diversified economy. For this reason, the finances will primarily go 
to areas in which it is necessary to reduce the use of black coal and 
lignite, crude oil and peat. The finances are intended for small and 
medium-sized enterprises, including startups. The emphasis is put 
on the adaptation of the employees to new work positions, support 
in search of work and social inclusion.

The Modernisation Fund announces new calls for the 
modernisation of sources and technologies
The Modernisation Fund announced three new calls2, thanks to 
which dozens of industrial facilities, which are included in the EU 
emission allowances trading and have had so far the biggest share 
in pollution of air in the Czech Republic, can prepare the increase in 
the environmental friendliness of their operations. These primarily 
include facilities from sectors of manufacturing of steel and iron, 
cement and lime, cellulase and paper, chemical industry, refineries, 
etc.

The first two calls focus on smaller scale projects where the support 
does not exceed EUR 15 million, the third relates to more costly 
projects. The range of projects that may gain the support is wide. 
These may include a renovation or a replacement of an old source by 
a new one – however, there is a condition that the new fuel must be 
treated as pure. The amount of the subsidy will range from 30% to 
80%, enterprises in coal mining regions will have an advantage in the 
provision of the subsidy. Applications may be filed from 19 July 2021 
to the end of January 2022. 

LIFE Programme for environment and climate continues in 
the period between 2021 and 2027
The European Union approved the continuance of the LIFE 
Programme3 which finances eco-innovation projects in the entire 
Union. The Programme focuses on projects in biological diversity, 
circular economy, climate change and transition to clean energy. The 
objective of this programme is to contribute, in the energy sector, 
to a just transformation to sustainable, circular, energy efficient 
economy based on energy from renewable sources that is neutral 
in terms of climate change and resistant to climate changes, and 
to the protection, renewal and improvement in the quality of the 
environment. For the period from 2021 to 2027, EUR 5.4 billion is 
available.

The benefit of the LIFE programme is the high flexibility of the 
proposed project, the possibility to interconnect the private and 
public sector and the scientific aspects and business. On the other 
hand, it is a very competitive European programme putting strong 
emphasis on innovativeness and applicability of solutions.

Greenhouse gas emission allowances interfere with public aid 
rules after 2021
The European Commission issued Guidelines on certain State aid 
measures in the context of the system for greenhouse gas emission 
allowance trading4 for greenhouse gas emissions after 2021. The 
guidelines define conditions under which special measures for the 
support of trading may be compatible with emission allowances. In 
addition, they respond to the trend where the increase in the prices 
of carbon results in the risk that companies in the sectors having 
the highest costs for the ETS will transfer their business to other 
jurisdictions (carbon leakage). Member states may provide aid to the 
companies of up to 75% of indirect ETS costs.

What is the public aid for fossil fuels worldwide
The Fossil Fuel Subsidy Tracker5 was created based on the 
cooperation between the Organisation for Economic Cooperation 
and Development and the International Institute for Sustainable 
Development (IISD). This map showing the overviews of subsidies in 
fossil fuels worldwide provides a presentation of provided subsidies 
and financial aid, both for consumers and producers of fossil fuels. 
As a result, it will complement the existing efforts of international 
organisations on the monitoring of this sector and possibly become 
an important tool for the creation of energy policy.

1) EU Council.(2021). Climate neutrality: Council adopts the Just Transition Fund, Retrieved from: https://www.consilium.europa.eu/en/press/press‑releases/2021/06/07/climate-
-neutrality-council-adopts-the-just-transition-fund/?utm_source=dsms-auto&utm_medium=email&utm_campaign=Climate+neutrality%3a+Council+adopts+the+Just+Transition+-
Fund

2) The State Environmental Fund of the Czech Republic. (2021). Modernizační fond otevírá další 3 výzvy. 7,4 miliardy korun radikálně sníží emise CO2 v průmyslu, Retrieved from: 
https://www.sfzp.cz/tiskove‑centrum/tiskove‑zpravy/detail‑tiskove‑zpravy/?id=156

3) European parliament and Council of the European Union. (2021). REGULATION (EU) 2021/783 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL establishing a Programme 
for the Environment and Climate Action (LIFE), Retrieved from: https://eur‑lex.europa.eu/legal‑content/EN/TXT/HTML/?uri=CELEX:32021R0783&from=CS

4) The European Commission. (2021). EFTA SURVEILLANCE AUTHORITY DECISION No 156/20/COL adopting Guidelines on certain State aid measures in the context of the 
system for greenhouse gas emission allowance trading post-2021, Retrieved from: https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3AOJ.L_.2021.130.01.0001.01.
ENG&toc=OJ%3AL%3A2021%3A130%3ATOC#ntr2-L_2021130EN.01000101-E0002

5) OECD and IISD. (2021). Track fossil‑fuel subsidies and other support measures with our interactive database, En., Retrieved from: https://fossilfuelsubsidytracker.org/

Martin Vejtasa
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Navigation through the Rules 
of Sustainable Financing will 
be easier, the EU prepared the 
“Taxonomy Compass”

Symbolically on the Earth Day, the European Commission introduced a robust package 
of new measures aiming to support sustainable finances. These included the first 
set of technical criteria describing which economic activities most contribute to the 

meeting of the EU objectives relating to climate protection. The EU Taxonomy is thus more 
specific. The Commission additionally prepared a proposal of the Directive on reporting on 
the sustainability of companies that is to expand the requirements for reporting. And the 
sustainability of finances in the past quarter was additionally supported for example by the 
Platform on Sustainable Finance that introduced a set of its recommendations on how to 
improve the taxonomy in the future.

The European Commission plans to expand the rules for non-
financial reporting
In April 2021, the European Commission adopted a comprehensive 
package of measures that aim to redirect the financial capital towards 
more sustainable activities:

 • Delegated Regulation on the EU Taxonomy relating to climate1 
which brings the first set of technical screening criteria for 
determining the conditions under which an economic activity 
qualifies as contributing substantially to climate change 
mitigation or climate change adaptation. As such, two (out of 
six) environmental objectives listed in Regulation (EU) 2020/852 
on the establishment of a framework to facilitate sustainable 
investment are met.

 • Proposal for a Corporate Sustainability Reporting Directive2 
(CSRD) which reviews the existing rules of non-financial 
reporting introduced by Directive 2014/95/EU on disclosure of 
non-financial information.

 • Six amending delegated acts3 on fiduciary duties, investment 
and insurance advice and investment and insurance product 
oversight and governance will ensure that financial firms include 
sustainability in their procedures and their investment advice to 
clients.

 
 

The Regulation on Taxonomy in climate protection includes economic 
activities falling into carbon intensive sectors such as power industry, 
manufacturing, forestry, transportation and construction industry. 
The determined criteria will help companies and participants in the 
financial market in the meeting of the obligations relating to the 
disclosure of information, and the making of investment decisions 
and planning of the transformation towards sustainability. The 
activities that significantly contribute to other objectives listed in the 
Regulation on Taxonomy in climate protection will be discussed by 
separate delegated acts.

As the new criteria are rather robust and they will further expand 
after the adoption of other acts, the Commission prepared The EU 
Taxonomy Compass4. The compass is supposed to help its users 
in the orientation in the taxonomy and individual technical criteria. 
The compass enables search by sectors and by individual economic 
activities.

Pursuant to the CSRD, the requirements for the reporting on the 
impact of business models and strategy of obligated companies on 
the transfer to a sustainable and carbon neutral economy is to be 
expanded, according to binding standards of the EU for reporting on 
sustainability. The Commission considers that the CSRD would be 
the basis of a constant flow of information on sustainability for the 
involved entities, and information disclosed by entities would thus 
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be available to banks, insurers, rating agencies, end investors and 
non-government organisations. The CSRD is supposed to additionally 
apply to all large and listed companies, which is up to 50,000 
companies compared to approximately 11,000 companies to which 
the NFRD applies.

The above-mentioned six amending delegated acts build on the 
effectiveness of the Sustainable Finance Disclosure Regulation 
and Regulation amending the regulation on benchmarks adopted 
in March 2019. Changes resulting from these acts will take effect 
in October 2022. Amending acts bring the following changes for 
individual areas of financial services provision:

 • Fiduciary duties: amendment clarifying the duties of a financial 
company in an assessment of risks relating to sustainability.

 • Investment and insurance advisory: advisors will have to discuss 
the preferences of clients in sustainability when assessing the 
suitability of clients for investment.

 • Investment and insurance product oversight and governance: 
factors of sustainability will have to be taken into account in the 
proposal of financial products.

 
 
 
 

Platform on Sustainable Finance prepared a set of 
recommendations for an improvement in taxonomy
The European Commission commissioned  the Platform on 
Sustainable Finance to provide it with advisory regarding the 
existing and potential use of taxonomy that would allow financing 
of the transition to sustainable economy. The PSF prepared the 
Transition Finance Report  in which it summarises its conclusions and 
recommendations and groups them into three categories:

 • Increase in the reach of the current taxonomy framework while 
maintaining its integrity

 • Opportunities for the development of the future taxonomy 
framework

 • Use of other policies and tools for further support of transition 
financing

Although numerous requirements relating to the taxonomy are 
being finalised, the PSF identified several key areas for development 
of the current framework. The PSF considers it important for the 
Commission to better communicate the purposes and objectives of 
the taxonomy with the involved parties.  
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Pursuant to that, it recommends to the Commission to provide the 
involved parties with a comprehensive overview regarding new 
reporting obligations in sustainability according to the SFRD, the 
NFRD and the Taxonomy Regulation as the new obligations may be 
confusing for them. Other proposals comprise the inclusion of more 
supporting activities in accordance with Article 16 of the Taxonomy 
Regulation focusing on energy efficiency, across the sectors.

The PSF sees the opportunities for development of the future 
taxonomy framework in the clarification of criteria and definitions 
which relate to the objectives of the regulation. According to the PSF, 
clear criteria would facilitate decision making to the companies and 
investors regarding the transition towards an increased sustainability. 
Creation of criteria for the activities that significantly damage the 
objectives of the regulation on taxonomy or, on the contrary, have 
a small or no impact on it, would be beneficial for the development 
in the taxonomy. Similarly, it would be appropriate, according to the 
PSF, to include the activities allowing the companies to discontinue 
operations of significantly damaging activities in the taxonomy. The 
first proposals in this area were published  in mid-July but we will 
have to wait for the final report till autumn 2021.

As to the policies and tools outside the taxonomy framework, the PSF 
recommends to the Commission to clarify the connection between 
the EU standards for green bonds and the taxonomy and explain 
how companies may voluntarily publish the level of the compliance 
of its green bonds with the taxonomy. The PSF proposes, in addition 
to the taxonomy criteria, to use other tools and methodologies that 
would allow to define the transformation related to the climate on 
the level of companies such as for example metrics of the working 
group for the disclosure of financial information relating to climate 
or benchmarks of the EU for the economy transformation relating to 
climate.

1) European Commission. (2021). COMMISSION DELEGATED REGULATION supplementing Regulation (EU) 2020/852 of the European Parliament and of the Council by establishing 
the technical screening criteria for determining the conditions under which an economic activity qualifies as contributing substantially to climate change mitigation or climate 
change adaptation and for determining whether that economic activity causes no significant harm to any of the other environmental objectives, Retrieved from: https://eur‑lex.
europa.eu/legal-content/EN/TXT/HTML/?uri=PI_COM:C(2021)2800&from=EN

2) European Commission. (2021). Proposal for a DIRECTIVE OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL amending Directive 2013/34/EU, Directive 2004/109/EC, 
Directive 2006/43/EC and Regulation (EU) No 537/2014, as regards corporate sustainability reporting, Retrieved from: https://eur‑lex.europa.eu/legal‑content/EN/TXT/?uri=CE-
LEX:52021PC0189

3) European Commission.(2021). Sustainable financial package, Retrieved from: https://ec.europa.eu/info/publications/210421‑sustainable‑finance‑communication_en

4) European Commission. (2021). EU Taxonomy Compass, Retireved from: https://ec.europa.eu/sustainable‑finance‑taxonomy/tool/index_en.htm

5) European Commission. (2021). Commission request to the EU Platform on sustainable finance to provide advice on financing transition, Retrieved from: https://ec.europa.eu/
info/sites/default/files/business_economy_euro/banking_and_finance/documents/210118‑commission‑request‑transition‑financing_en.pdf

6) Platfrom on sustainable finance. (2021). Transition finance report, Retrieved from: https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/
documents/210319‑eu‑platform‑transition‑finance‑report_en.pdf

7) European Commission. (2021). Call for feedback on the draft reports by the Platform on Sustainable Finance on a social taxonomy and on an extended taxonomy to support 
economic transition, Retrieved from: https://ec.europa.eu/info/publications/210712‑sustainable‑finance‑platform‑draft‑reports_en

The EU has further specified the 
new rules for combatting the 
negative environmental impacts 
of single-use plastics

As the bans on single-use plastics start to take effect, the European Commission has issued 
guidelines clarifying the problematic aspects of this brand-new regulation. The pressing 
nature of the situation regarding plastics is confirmed by the European Environment 

Agency, which has published a report explaining that plastics are not only a problem of pollution, 
but also a problem of climate change. Their carbon footprint is too high and therefore in conflict 
with the zero-emission economy strategy. The textile industry accounts for a significant share of 
plastics use and will therefore be subject to fundamental legislative changes.

Kryštof Dosoudil
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New rules for single-use plastics
Along with the ban on introducing single-use plastics to the EU 
market (the implementation of which is rather lagging behind in 
many member states), the Commission has issued guidelines1 
concerning single-use plastic products. This document further 
specifies some aspects which have not been sufficiently clear until 
now, such as which polymers may be considered natural, so that the 
products made from these do not subsequently become subject to 
a general ban. Each of the guidelines is supported through several 
studies. The authors of these studies deal, for example, with the 
specific definitions2 of the products which are subject to the directive, 
with the more general aspects3 of single-use plastics or tobacco4 
products.

The ways to achieving circular plastics
The European Environment Agency has published a report named 
Plastics, the Circular Economy and Europe’s Environment5. As 
indicated in the title, the document provides a detailed analysis of 
the impact plastics have on the environment, dealing especially with 
their role in a circular economy. The report draws attention to the 
increased extent of the use of plastics and provides data showing 
that their role remains crucial in terms of material and waste flows. 
This is the reason why plastics are the major focus even when dealing 
with a circular economy.

The report mentions a number of EU initiatives involved in tackling 
the issue of plastics, and points out that it is all the more necessary 
to coordinate these initiatives to aim toward more efficient progress. 
In its conclusion, the document defines three main ways towards 
reaching the circular economy of plastics: using plastics in a “smart” 
way, emphasising the possibility of their circular use, and using 
renewable materials, together with decarbonisation in the given 
segment.

Circular textile economy
The European Environment Agency6 has focused, among other 
things, on a material flow whose significant environmental impact has 
started to become more apparent only recently. Attention has been 
paid especially to textiles, as their volume has grown exponentially in 
the past few decades. The same applies to the share of plastics that 
are necessary for the production of textiles. As stated in the report, 
polyester gained the leading position over cotton in the late nineties 
of the 20th century and became the predominantly used material in 
the overall volume of textile production.

The report points out the environmental impacts during the life 
cycle of synthetic textile products and provides a comparison of the 
impacts and the demands of the individual textiles based on the 
production material. On the other hand, in its New Circular Economy 
Action Plan, the European Commission has previously established 
textiles as a priority category based on their “potential for circularity”. 

The report, again, presents three ways to increase circularity, and 
once again these ways are similar to the case of plastics: increasing 
the sustainability of the materials used, improving the collection 
system, reusing and recycling textiles, and efficient control over 
microplastic emissions.

Fundamental environmental changes are to be expected in the 
textile sector in the near future: starting with 2025, member states 
will need to ensure textile waste sorting; the Commission is to 
publish its strategy for sustainable textiles later this year.

Plastics emissions and the potential of bioplastics
Plastics and their wider environmental impacts are also the subject 
of another7 report of the European Environment Agency. The report 
deals with greenhouse gas emissions during the lifecycle of plastics 
and with their demands on natural resources as unintended side 
effects of their production.

One of the solutions proposed by the report for reducing the 
emissions and the production demands of plastics is using 
bioplastics, i.e. plastics that utilise biomass in their production. 
Unfortunately, even this solution may have its downsides, as the 
production of these plastics is demanding in terms of sustainability 
in other fields. A thorough evaluation of this option is therefore 
necessary before it is promoted on a larger scale. We must also 
keep in mind that with regard to the new rules concerning single-use 
plastics, bioplastics are likely to have a complicated journey ahead of 
them as well.
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1) European Commission. (2021). Commission guidelines on single‑use plastic products in accordance with Directive (EU) 2019/904 of the European Parliament and of the Council 
on the reduction of the impact of certain plastic products on the environment, Retrieved from: https://eur‑lex.europa.eu/legal‑content/EN/TXT/HTML/?uri=CELEX:52021X-
C0607(03)&from=CS

2) European Commission. (2021) Study to support the development of implementing acts and guidance under the Directive on the reduction of the impact of certain plastic 
products on the environment, Retrieved from: https://op.europa.eu/en/publication‑detail/‑/publication/c08abeeb‑a707‑11eb‑9585‑01aa75ed71a1/language‑en/format‑PDF/sou-
rce‑206822358

3) European Commission. (2021) Study to support the development of implementing acts and guidance under the Directive on the reduction of the impact of certain plastic 
products on the environment, Retrieved from: https://op.europa.eu/en/publication‑detail/‑/publication/adc504cf‑a704‑11eb‑9585‑01aa75ed71a1/language‑en/format‑PDF/sou-
rce‑206822358

4) European Commission. (2021) Study to support the development of implementing acts and guidance under the Directive on the reduction of the impact of certain plastic 
products on the environment, Retrieved from: https://op.europa.eu/en/publication‑detail/‑/publication/065614f1‑a702‑11eb‑9585‑01aa75ed71a1/language‑en/format‑PDF/sou-
rce-206822931

5) European Environment Agency. (2021). Plastics, the circular economy and Europe's environment, Retrieved from: https://op.europa.eu/en/publication‑detail/‑/publication/4b8eb-
600‑a24c‑11eb‑b85c‑01aa75ed71a1/language‑en/format‑PDF/source‑206823139

6) European Environment Agency. (2021). Plastics, the circular economy and Europe's environment, Retrieved from: https://op.europa.eu/en/publication‑detail/‑/publication/
e7210eb0‑a636‑11eb‑9585‑01aa75ed71a1/language‑en/format‑PDF/source‑207086638

7) European Environment Agency. (2021). Greenhouse gas emissions and natural capital implications of plastics (including biobased plastics), Retrieved from: https://www.eionet.
europa.eu/etcs/etc-wmge/products/greenhouse-gas-emissions-and-natural-capital-implications-of-plastics-including-biobased-plastics
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The topic of environmental 
protection is a priority for young 
generations, companies must adopt 
credible climate commitments

Addressing the climate change and environmental protection continue to be a priority 
for young generations. This trend creates pressure on companies which have to 
adopt sustainable solutions. However, it is not always clear who is to be responsible 

for the green transformation in companies – one of the favourites is surprisingly the legal 
department. However, transformation is not easy, and it is necessary to know how to set 
credible climate commitments and abstain from mere greenwashing. One of the ways is 
better cooperation and mutual support between individual sectors and companies.

Environmental protection is a priority for millennials and 
generation Z
A survey conducted by Deloitte among millennials and respondents 
from generation Z in 20211 shows that environmental topics 
remain a priority for young generations despite the pandemic. The 
environmental protection has been, on a stable basis, an area that 
most worries representatives of younger generations, while almost 
one third changed their consumer behaviour in favour of companies 
having a positive impact on the environment. At the same time, 
almost 60% of young people are afraid that companies will stop 
seeing the impacts on the environment as a priority with the end of 
the pandemic. Companies have to realise that the coming generation 
of customers, employees and decision-makers sees environmental 
protection as a key aspect of their lives. It is necessary to respond to 
this change, otherwise companies will face a difficult future.

Inhouse lawyers as a centre of corporate sustainability
A recent survey conducted by Deloitte and entitled The role of 
the chief legal officer in addressing ESG issues2 shows that the 
second most important factor that has an impact on the loyalty 
of the customer to a brand is its attitude to current sustainability 
trends. The Environmental, Social and Governance (ESG) issues, 
or their incorporation in corporate plans is reflected not only 
in the popularity with customers, but also financial results of a 
company, and also in human resources, primarily in HR matters and 
recruitment of new employees. Not every company has a specialised 
ESG department, and therefore the importance of in-house legal 

departments has been increasing as they frequently assume the 
responsibility for ESG. This area usually relates to compliance, risk 
management of third parties and regulation, i.e. traditional issues 
within the responsibility of the legal department. In the future, we can 
expect an increase in this trend and the need of in-house lawyers to 
assume the responsibility for sustainability.

How to set credible climate commitments
With increasing pressure on companies in respect of their interest in 
progressive activities relating to the climate crisis, their responsibility 
to meet their obligations has been increasing. They do not have this 
responsibility only to their management, but also to other involved 
parties, primarily employees, shareholders and customers. These 
are often very cautious, almost sceptical to labels guaranteeing 
environmentally friendly and sustainable processes. It is primarily 
consumers who may often have a problem to distinguish which 
producer really meets the obligations which it publicly proclaims.

The lack of trust that results from unauthentic behaviour of 
companies leads to a loss in the interest of potential customers, 
and potential disinterest of investors, employee dissatisfaction and 
overall financial decline. Investors are essential for the selection of 
correct means, because the authenticity of the message can be 
ensured with their help. How to achieve this is described in our road 
map for better commitments mitigating the climate crisis3 – first of 
all, it is important to determine the basis and commit to adherence 
to the determined plan, subsequently create a transparent and 
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trustworthy management which will supervise the compliance, 
and last but not least pursue an effective strategy focusing on the 
achieving of determined goals.

What every leader of sustainable transformation must know?
The following decade is key for the development of the current 
climatic crisis4 and the pressure on the companies that may 
have a significant share in the change continues to grow. For this 
reason, companies will have to implement their decisions that will 
significantly impact the climatic situation during the following ten 
years, with discretion and in compliance with the requirements 
for environmental protection. According to the movement for the 
positive development in the climatic crisis, it is important not to 
overlook the following attributes in this situation:

 • Companies must primarily focus on looking forward to the near 
future from which it is apparent where the current trends go 
and what impacts they will have if not adhered to.

 • In addition, it is necessary to have a look “inside”, focus on 
internal functioning of a specific company and consider current 
procedures and strategies, or adapt them to the requirements 
leading to the mitigation of the climatic crisis.

 • As the last step, companies need to look around and identify the 
possibilities through which it is possible to achieve a safer future 
in a more environmentally friendly manner.

 
 
 

Solution for the climatic change is based on the cooperation 
across sectors and companies
How may the management of a company lead an organisation and 
entire sectors towards greater sustainability?5 An effective solution 
is provided by a system approach. With increasing worries about 
the environment even major companies started to focus on low 
carbon future and this goal is getting to top levels of their priorities. 
As such, companies seek to adjust their agendas according to current 
trends and requirements in terms of sustainability, however most 
of them are doing it only on their own. Similarly, large governmental 
organisations seek to pursue environmentally friendly practices only 
on their own.

However, it is believed that the cooperation between individual 
companies has the actual potential to impact the climatic crisis. For 
this reason, it is necessary to create a single system with clear rules 
which can be joined and a smooth cooperation with an objective of 
environmental protection will be ensured. Not only companies that 
could otherwise pose a risk for the development in sustainability, but 
also government organisations and technology sectors that are able 
to create clear data, structure and solutions should get involved.

Key elements of a comprehensive cooperation across all the above 
parts include a reduction of excessive use of things, reduction in 
the waste production, repairs of damaged things instead of their 
immediate liquidation and proper verification of adequacy of the 
means for specific purposes before their (potentially unnecessary) 
purchase. The low carbon future is thus not only on the shoulders 
of chemical factories, but consist in the cooperation in all industrial 
sectors.
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1) Deloitte. (2021). Průzkum Deloitte mezi mileniály a zástupci generace Z 2021, Retrieved from: https://www2.deloitte.com/cz/cs/pages/about‑deloitte/articles/millennialsurvey.

html

2) Deloitte. (2021). The role of the chief legal officer in addressing ESG issues: Driving ESG policy in the corporate legal department, Retrieved from: https://www2.deloitte.com/us/

en/pages/about‑deloitte/articles/the‑role‑of‑the‑chief‑legal‑officer‑in‑addressing‑esg‑issues.html?id=us:2em:3na:takenote:awa:adv:052521&ctr=cta&sfid=0031O000037tOFeQAM

3) Deloitte. (2021). Building credible climate commitments: A road map to earning stakeholder trust, Retrieved from: https://www2.deloitte.com/global/en/insights/topics/strategy/

trust-in-corporate-climate-change-commitments.html

4) Deloitte. (2021). Leading in a low‑carbon future: A “system of systems” approach to addressing climate change, Retreived from: https://www2.deloitte.com/global/en/insights/

topics/strategy/low-carbon-future.html

5) Deloitte. (2021). Leading in a low‑carbon future: A “system of systems” approach to addressing climate change, Retreived from: https://www2.deloitte.com/global/en/insights/

topics/strategy/low-carbon-future.html

Biodiversity has a key impact 
on the economy of individual 
states, more than half of the 
global GDP depends on it

Environmental protection has been an increasingly important society-wide topic, and the 
European Union therefore continues to prepare new plans and strategies. One of the 
news is for example a new action plan for zero pollution for water, air and soil aiming to 

protect the health of Europeans. In addition, the EU prepared a strategy in biological diversity 
which responds to insufficient protection of biotopes and species – not only ecosystems but 
also economies of states depend on biodiversity. Other news include the ruling of the Court 
of Justice of the European Union on a temporary cessation of operations of a coal mine and a 
report of the INCA project on the integration of ecosystem accounts.

Julie Kavalírová
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The Commission strives for zero pollution for air, water and 
soil
The European Commission adopted the Action Plan ‘Towards Zero 
Pollution for Air, Water and Soil’1. The plan determines an integrated 
vision for 2050: the world in which pollution is decreased to a 
harmless level for human health and natural ecosystems. The plan 
engages all areas of influence of the EU and puts special emphasis 
primarily on the use of digital technologies. The action plan defines, 
among other things, the following principal objectives by 2030 
(compared to the current situation):

 • Improvement in air quality aiming to decrease the number of 
premature deaths caused by polluted air by 55%

 • Improvement in water quality, decrease in the quantity of plastic 
and other waste in seas by 50%

 • Decrease in losses of soil nutrients and restrictions on pesticide 
use by 50%

 • Reducing noise from traffic and production of residual municipal 
waste

According to a recent EEA report on health and environment, more 
than 400,000 premature deaths are caused by polluted ambient 
air every year. Pollution is a cause of numerous mental and physical 
diseases, it is a threat primarily to children, the elderly and persons 
living in disadvantaged and contaminated areas. In addition to the 
review of key legal regulations, such as a directive on the cleaning 
of municipal waste water or directive on industrial emissions, we 
can expect new tools such as the Scoreboard of Environmental 
Performance of EU Regions.

EU biodiversity strategy for 2030
The impacts of the society on biodiversity have been an increasingly 
important topic. The EU biodiversity strategy2 therefore determines 
an ambitious and far-reaching programme of measures to 
discontinue the loss of biodiversity in the EU and worldwide. It is 
a difficult challenge that we need to face in order to secure stable 
future on the planet and meet the objectives of the Green Deal.
The underlying data for this strategy was scientific evidence on the 
loss of biological diversity. According to the most important report 
named “State of Nature in the EU” issued by IPBES in 2020, 81% of 
protected habitats of the EU and 63% of protected species in the 
EU is in “bad” or “very poor” state in terms of their protection, due to 
multiple pressures that they face. The most recent studies confirm 
that more than half of the global GDP depends on well-functioning 
diversity and ecosystems, one fifth of the countries is exposed to the 
risk of collapse of their ecosystems which poses a threat to the safety 
of food, water purity and protection against floods.

The EU strategy is supposed to lead to a balance between nature 
and economic activities and contribute to a transformational change. 
The implementation of the ambitious vision requires the involvement 
of the whole society, from soil owners to consumers, entrepreneurs, 
civic organisations and other entities across Europe. The strategy 
focuses on the strengthening of a transparent and clear set of 
measures. For meeting the objectives set by the Strategy, the sum 
of EUR 20 billion per year was earmarked through EU funds, national 
and private financing, use of the Taxonomy tools, EU investing and 
other sources of funding.
 
 

Preliminary injunction of the Court of Justice of the European 
Union: Poland must suspend mining of lignite in the Turów 
mine
In its recent ruling, the Court of Justice of the EU3 discontinued mining 
in the Turów lignite open cast mine located in the Polish territory 
close to the border with the Czech Republic and Germany to which 
the Polish authorities granted a concession for mining until 30 April 
2020. The Polish act allows a one-off extension of the concession 
by 6 years without an assessment of its impact on the environment, 
provided it is rationally justified. In October 2019, the operator filed 
an application for extension by 6 years; in January of the following 
year, the Regional Directorate for Environmental Protection in 
Wroclaw issued a decision allowing mining until 2044. Pursuant to 
the decision of the regional directorate, the Polish minister of climate 
and environment issued a mining permit until 2026.

The Czech Republic believes that Poland breached several EU 
regulations, and therefore filed an action claiming a failure to meet 
an obligation to the Court of Justice. In its legal action, it demands 
a suspension of lignite mining in the Turów mine until the Court 
of Justice of the European Union delivers its judgment. Based on 
the case law of the Court of Justice of the European Union, it is 
possible to order a preliminary injunction when it is proven that 
the injunction is prima facie justified in fact and in law (this fact 
was covered as it cannot be ruled out that the Polish legislation 
breaches the requirements arising from the EIA Directive) and if 
these measures are urgent because they are necessary to prevent a 
serious and irreparable damage. The second condition was met as 
there is a threat of a negative impact of the continuing mining on the 
groundwater level located in the Czech territory – such damage is a 
serious damage.

When assessing the impacts of the preliminary injunction, it was 
stated that Poland did not sufficiently document the irreversibility of 
the damage caused by discontinued mining. There is a clear lesson to 
be learnt for business – it is not possible to rely on the authorisation 
of environmentally unfriendly operations by the state, and the 
operations may be discontinued despite such authorisation, which 
has extensive economic consequences. As such, there is no reason 
to postpone the environmental transformation.

Final report of the INCA project: How to integrate ecosystem 
accounts
The report of the INCA  project is a statistical framework for data 
organisation, monitoring changes in the state of ecosystems, 
measuring of ecosystem services and interconnection of this 
information with economic and other human activities. The system 
aims to illustrate the benefits that society gets from ecosystems. 
Ecosystem accounting and statistics can be used for responses to 
question of the following type: How is the condition of agricultural 
soil changing? How has the condition and scope of wetlands in the 
EU territory changed? Where is it necessary to invest in measures for 
water purification?

The INCA report shows individual examples where ecosystem 
accounting can be used in practice and principles of its application. 
Thanks to the ecosystem statistical framework, it is easier to 
compare the changes that have occurred in several last decades and 
can be measured in a standardised and comparable manner.

1) European Commission. (2021). European Green Deal: Commission aims for zero pollution in air, water and soil, Retrieved from: https://ec.europa.eu/commission/presscorner/

detail/en/ip_21_2345

2) European Commission. (2021). EU biodiversity strategy for 2030: Bringing nature back into our lives, Retrieved from: https://op.europa.eu/en/publication‑detail/‑/publicati-

on/31e4609f‑b91e‑11eb‑8aca‑01aa75ed71a1

3) Court of  Justice of the European Union. (2021). Poland must suspend mining of lignite in the Turów mine, Retrieved from: https://curia.europa.eu/jcms/upload/docs/application/

pdf/2021‑05/cp210089cs.pdf

4) INCA. (2021). Accounting for  ecosystems and their services in the European Union, Retrieved from: https://ec.europa.eu/eurostat/documents/7870049/12943935/KS‑FT‑20‑002‑

EN‑N.pdf/de44610d‑79e5‑010a‑5675‑14fc4d8527d9?t=1624528835061
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The EU wants to achieve climate 
neutrality by 2050, then it will aim 
for negative emissions

The existential threat resulting from climate change demands that the EU as well as 
its member states heighten their ambitions and intensify their measures. This is 
reflected not only in the EU’s approach to the European Climate Law and in the constant 

collection and analysis of data (referring to carbon rates, for example), but also in a change 
of the judicial ruling practice. In a recent ground-breaking verdict, a Dutch court ordered a 
private company to adjust its activities with regard to the need for tackling climate change.

The EU’s climate neutrality will be incorporated into the 
respective legislation by 2050
In the previous edition of the EnviLaw newsletter, we reported on 
the EU’s new strategy for adapting to climate change. This time, we 
are again going to focus on measures concerning climate: on 28 
June 2021, the EU Council adopted, at first reading, its approach to 
the European Climate Law1, which means the legislative process 
has been concluded and the target of achieving the EU’s climate 
neutrality by 2050 has been incorporated into the respective legal 
regulations.

The target of climate neutrality is for EU-wide greenhouse gas 
emissions and removals – which are regulated by EU law – to be 
balanced by 2050 at the latest, decreasing them to net zero by the 
given date. After this date, the EU will strive to achieve negative 
emissions. To this end, the European Climate Law stipulates a legally 
binding EU target for 2030, which is a net reduction of greenhouse 
gas emissions by at least 55% compared to the levels in 1990.

At the same time, the Commission is to adopt an EU Strategy on 
Adaptation to Climate Change. Consequently, member states will 
need to create their own strategies which should reflect the specifics 
of the individual states. The Commission will regularly re-evaluate 
these strategies and study their compliance with the targets of 
the EU as a whole. Measures in the field of tackling climate change 
should, among other things, present opportunities for all sectors of 
the EU’s economy and should contribute to the EU’s industry holding 
a leading position in global innovations.

Increase in carbon prices to support transition to greener 
solutions
Carbon pricing is a very efficient manner of supporting the shift of 
production and consumption towards low-carbon and zero-carbon 
alternatives, which are a necessary step in limiting climate change.  
The Effective Carbon Rates 20212 report measures the prices of 

CO2 emissions based on energy consumption in 44 OECD and G20 
countries. It covers approx. 80% of global emissions and provides an 
evaluation of carbon prices since 2018, along with an assessment of 
the impacts of the more ambitious greenhouse emission trading in 
China and in the EU.

The above report monitors the structure of carbon pricing across 
countries and industries. It also provides a comprehensive overview 
of carbon prices, including fuel excise taxes, carbon taxes and 
tradable emission permit prices. The report shows that the overall 
progress in the field of carbon pricing remains very moderate. 
Although no country has achieved the target so far, the countries that 
have been increasing their carbon prices balance these investments 
against the costs of emissions for society, thus choosing the 
transition to greener growth.

Dutch court has assigned climate-related obligations to a 
private company
On 26 May 2021, the court in Haag issued a ground-breaking verdict3, 
stipulating that Royal Dutch Shell (RDS) is obliged to decrease, 
through the company politics of the Shell group, the CO2 emissions 
from the group’s activities. By the end of 2030, the emissions must 
be reduced by a net 45%, as compared to 2019. In other words, the 
court ordered a private company to adapt its activities to combat 
climate change.

This obligation to reduce emissions is to concern the entire 
energy portfolio of the Shell group and the aggregate volume of 
all emissions. In its verdict, the court further states that it is the 
responsibility of RDS to propose the reduction obligation with regard 
to its current commitments as well as other relevant circumstances. 
The court explains that RDS is in the leading position of the Shell 
group, which consists of approx. 1,100 companies and is active in 
160 countries worldwide. RDS has a very important political position 
in the group. The Shell group is a key player in the global fossil fuels 

Colette Šinská
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market and it is responsible for large CO2 emissions. These not only 
exceed the limits of the emissions produced by many states; they 
also contribute to global warming and the dangerous climate change 
that is taking place in the Netherlands, not to mention the serious 
and irreversible impacts on the human rights of – not only – Dutch 
citizens. 

The German Constitutional Court has decided that low 
environmental targets violate human rights
In another break-through verdict4, the German Constitutional Court 
has ruled that the German government is violating the human rights 
of the young generation by reducing emissions too slowly. The target 
stipulated by the German legislation is “only” a 55% decrease in 
emissions by the end of 2030. However, it is clear that after 2030, 

the rate of reducing emissions will need to be significantly increased, 
so that Germany complies with the Paris Agreement. The fact that 
the environmental targets have been set at a relatively low level only 
postpones the emission-reduction problem until after 2030, meaning 
that the young generation will need to deal with the problem of 
climate change. Thus, according to the Court, the basic rights of the 
young generation have been violated. In practice, this means that it is 
not sufficient for governments to commit to mid-term targets without 
any further plans. Instead, a detailed strategy is necessary, naming 
the steps that the states will take and the outcomes of the combat 
against climate change that citizens may expect in ten years. If this is 
not the case, the states are only postponing the problem and leaving 
it to the next generation to deal with, which is a violation of the next 
generation’s rights.

B L O G  A R T I C L E

1) European Council. (2021). Council adopts European climate law, Retrieved from: https://www.consilium.europa.eu/en/press/press-releases/2021/06/28/council-adopts-europe-

an-climate-law/

2) OECD. (2021). Effective Carbon Rates 2021: Pricing Carbon Emissions through Taxes and Emissions Trading, Retrieved from: https://www.oecd‑ilibrary.org/taxation/effective‑car-

bon‑rates‑2021_0e8e24f5‑en

3) Hague District Court. (2021). The Hague District Court has ordered Royal Dutch Shell (RDS) to reduce the CO2 emissions of the Shell group by net 45% in 2030, compared to 2019 

levels, through the Shell group's corporate policy, Retrieved from: https://uitspraken.rechtspraak.nl/inziendocument?id=ECLI:NL:RBDHA:2021:5339

4) Federal Constitutional Court. (2021). Constitutional complaints against the Federal Climate Change Act partially successful, Retrieved from: https://www.bundesverfassungsge-

richt.de/SharedDocs/Pressemitteilungen/EN/2021/bvg21-031.html
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Stricter regulations and an increasing 
number of environmental litigations 
are contributing to a faster greening 
of the economy  

Economy greening is one of the current society-
wide issues, the importance of which has 
been growing rapidly in recent months and 
years. Changes are also coming in the area 
of legislation, with new regulations in a wide 
range of fields, from energy to agriculture and 
forestry to sustainable financing. Along with this, 
environmental litigation is on the rise, becoming 
another accelerator of change. 
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New standard for European 
green bonds to facilitate 
raising capital for sustainable 
projects

The European Commission has presented the Strategy for Financing the Transition 
to a Sustainable Economy, a proposal for standards for European green bonds and 
non-financial reporting requirements complementing the Taxonomy Regulation. 

However, the European Court of Auditors' Special Report states that despite these steps, the 
Commission is not making sufficient efforts in the area of sustainable financing. In addition 
to increasing the transparency of financial products, the Court believes it is important to 
develop measures that genuinely address the issue of unsustainable business.

New Strategy for Financing the Transition to a Sustainable 
Economy 
In 2018, the European Commission adopted the Action Plan for 
Financing Sustainable Growth1, which introduces three key elements 
of a sustainable financing framework: a taxonomy of sustainable 
activities, a framework for disclosure of non-financial information, 
and investment tools to support the transition to sustainability. We 
regularly report2 on the implementation of these elements in the 
EnviLaw newsletter. However, since 2018, the Green Deal for Europe 
has been tightening the previously set environmental targets, and 
therefore the European Commission has proceeded to revise the 
aforementioned Action Plan and presented a Strategy for Financing 
the Transition to a Sustainable Economy3. This aims to make the 
framework of sustainable financing functional and internally 
consistent. 

The strategy identifies four key areas where the Commission believes 
further action is needed to achieve the environmental objectives:

 • Financing the transition to sustainability. The Strategy 
proposes to expand the current set of instruments for 
sustainable financing and to facilitate access to financing the 
transition to sustainability.

 • Inclusiveness. The Strategy emphasises the need for greater 
support for SMEs and individuals in the transformation of the 
economy.

 • Financial sector resilience and contribution. The Strategy 
outlines how the financial sector should contribute to the 
objectives of the Green Deal for Europe.

 • Global ambition. The Strategy addresses how to promote the 
issues of sustainable financing internationally.

 
The Commission intends to implement most of the measures by 
2023 and plans to publish a report on the implementation of the 
Strategy in the same year to show whether the ambitious plans for 
sustainable financing are being delivered.

Proposal for a regulation on European green bonds creates 
new standards
Following the Action Plan, the European Commission also presented 
a proposal for a regulation on European green bonds . The aim is 
to create an international standard in this area and to ensure that 
uniform requirements apply to the use of the “European Green 
Bond” or “EuGB” designation. Another objective of the regulation 
is to facilitate the raising of capital for projects that pursue the 
environmentally sustainable objectives set out in the Taxonomy 
Regulation. According to the European Commission, the new 
standard will give green bond issuers a reliable tool to demonstrate 
that they are financing projects in line with the taxonomy. This will 
make it easier for investors to assess whether their investments are 
truly sustainable.

B L O G  A R T I C L E
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The proposal contains extensive transparency requirements for 
issuers of green bonds. In addition, all the bonds will be subject 
to external assessment to ensure compliance with the taxonomy. 
The proposal also foresees the introduction of a system for the 
registration of external assessors and their supervision, which 
would be the responsibility of the European Securities and Markets 
Authority (ESMA).

New delegated act on taxonomy clarifies requirements for 
non-financial reporting
The European Commission has issued a delegated act5 
supplementing Article 8 of the Taxonomy Regulation. This provision 
requires financial and non-financial companies to provide investors 
with information on the environmental impact of their assets and 
economic activities. The aim is to provide investors with clear and 
comparable information on the sustainability of financial products. 
The newly issued delegated act sets out the content, methodology 
and presentation of information on how much of the trading, 
investment or lending activities comply with the EU taxonomy.

Non-financial companies will have to disclose what proportion 
of their turnover and capital and operating expenses is linked 
to economic activities in line with the EU taxonomy. Financial 
institutions (in particular banks, investment firms and insurance 
companies) will be required to disclose the share of these activities in 
the total assets they finance or invest in.

European Central Bank: early adoption of green policies is in 
the interest of businesses and banks
The European Central Bank (ECB) has conducted a climate stress 
test6, examining the impact of climate change on more than four 
million companies worldwide and 1,600 banks in the European 
Union. Climate risks include the physical risks directly arising from 
climate change (i.e. the risk of more severe and frequent natural 
disasters) and the risks associated with the transition to a climate-
neutral economy (i.e. the costs associated with this transition).

The test results were clear: early adoption of policies to support 
the transition to a climate-neutral economy is in the interest of 
businesses and banks, taking into account both types of risks. The 
test showed that physical risks can have a negative impact on the 
creditworthiness of companies and the risk level of loan portfolios. 
Moreover, the ECB concluded that the short-term costs of the 
transition are minimal compared to the projected costs that these 
entities will have to incur in the medium and long term if climate 
change is not brought under control. 
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1) European Commission. (2018). COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT, THE EUROPEAN COUNCIL, THE COUNCIL, THE EUROPEAN CENTRAL 

BANK, THE EUROPEAN ECONOMIC AND SOCIAL COMMITTEE AND THE COMMITTEE OF THE REGIONS‑Action Plan: Financing Sustainable Growth, Retrieved from: https://eur‑lex.

europa.eu/legal‑content/EN/TXT/PDF/?uri=CELEX:52018DC0097&from=CS
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4) European Commission. (2021). Proposal for a REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL on European green bonds, Retrieved from: https://eur‑lex.

europa.eu/resource.html?uri=cellar:e77212e8‑df07‑11eb‑895a‑01aa75ed71a1.0001.02/DOC_1&format=PDF

5) European Commission. (2021). COMMISSION DELEGATED REGULATION (EU) 2021/2178  supplementing Regulation (EU) 2020/852 of the European Parliament and of the Council 

by specifying the content and presentation of information to be disclosed by undertakings subject to Articles 19a or 29a of Directive 2013/34/EU concerning environmentally 

sustainable economic activities, and specifying the methodology to comply with that disclosure obligation, Retrieved from: https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=-

celex%3A32021R2178

6) European Central Bank (ECB). (2021). Occasional Paper Series: ECB economy‑wide climate stress test, Retrieved from: https://www.ecb.europa.eu/pub/pdf/scpops/ecb.

op281~05a7735b1c.en.pdf

7) European Court of Auditors (ECA). (2021). Sustainable finance: More consistent EU action needed to redirect finance towards sustainable investment, Retrieved from: https://

www.eca.europa.eu/Lists/ECADocuments/SR21_22/SR_sustainable‑finance_EN.pdf

EU not doing enough to promote sustainable investment, 
the European Court of Auditors says
The European Court of Auditors (ECA) has issued a special report 
Sustainable finance: More consistent EU action needed to redirect 
finance towards sustainable investment7, which concludes that 
the EU is currently not doing enough in the area of sustainable 
financing. According to the ECA, the Commission has rightly 
focused on increasing the transparency of sustainable activities 
and financial products, but at the same time, it has not come 
up with accompanying measures to help effectively address the 
environmental and social costs of unsustainable economic activities. 
The ECA further criticises the fact that many of the actions resulting 
from the Action Plan were implemented late.

In its special report, the ECA makes recommendations to the 
European Commission to promote sustainable investment more 
effectively. According to the ECA, it is primarily important to:

 • Finalise the Action Plan measures (in particular the EU 
taxonomy) and clarify the mechanisms for verifying compliance 
of investments with the taxonomy;

 • Contribute more effectively to sustainable financing by setting 
the prices of GHG emissions (and thus reflecting their 
environmental costs);

 • Consistently apply the ‘do no significant harm’ principle 
and comply with the taxonomy criteria across the EU budget.

Energy regulation is on the verge of 
a revolution, with changes coming 
at the European and national levels

What is the future of the energy industry in the EU? Our new Deloitte study answers 
this question, examining various economic trends and predicting what changes the 
European energy market will see in the coming years. But the pace of development 

is rapid, as the European Commission is aware, which is why it has presented a proposal 
to update the ‘Fit for 55’ package. This promises a fundamental transformation of energy 
strategy and a clear vision for the future. One of the main themes addressed by the new 
legislation is the development of renewable energy sources. And the waste that is produced 
upon their disposal presents an opportunity for the circular economy and the application of 
circular principles in renewables.

B L O G  A R T I C L E
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The future of electricity in the EU
What will the future of electricity in the EU look like?1 The Deloitte 
European Electricity Market Model (DEEM) discusses market 
developments and presents trends and forecasts in the context of 
Europe. In terms of challenges, we are facing the need to achieve 
climate neutrality by 2050, the ageing of first-generation wind and 
thermal power plants, the continued dependence of some countries 
on coal, and the unstable supply of wind and solar energy, which has 
implications for the stability and reliability of supply in the market.

The study presents four scenarios until 2050 that deal with different 
levels of electrification, technological progress, implementation 
of energy policies and society’s sentiment. The trend will be 
an increasing capital intensity of the sector coupled with the 
refurbishment of current capacities and investments in capacity 
expansion and infrastructure. The use of coal will be on the decline 
due to political direction, ageing infrastructure and low financial 
viability. In contrast, a golden age of natural gas is beginning, serving 
both as an alternative to coal and as a transitional solution before 
a complete transition from fossil fuels. Electricity trading is facing 
growing volatility and price fluctuations that are being increasingly 
driven by wind and sunshine. Accurate weather forecasts will be key 
for trading. All these aspects will manifest themselves with varying 
intensity in each of the four forecasts. What is certain, however, 
is that cooperation and a coordinated setting of standards at a 
European level will be the most important aspect.

Fit for 55: An ambitious revolution not only in the energy 
sector
On 14 July 2021, the European Commission presented a set of 
proposals to revise and update EU legislation, including the legal 
regulations in the energy sector. The aim is to ensure that EU policies 
are in line with the EU’s climate goals, the so-called Fit for 552.

The European Commission is preparing a revision of the Renewable 
Energy Directive that will increase the EU’s binding renewable energy 
target to 40%. It will also increase the support of electrification 
and the use of renewable fuels. The Energy Efficiency Directive will 
also be amended, which should lead to a 9% reduction in energy 
consumption. And new regulatory features can also be expected in 
the Energy Taxation Directive, which should harmonise minimum fuel 
tax rates and remove exemptions that encourage the use of fossil 
fuels.

However, these forthcoming changes are just the tip of the iceberg – 
for a full overview of the Fit for 55 proposals, see the climate change 
section of our EnviLaw newsletter3.

Opportunities and challenges of the clean-energy transition 
from a circular economy perspective
Renewable energy technologies are resource-intensive throughout 
their entire lifetime. As they become more widespread, the waste 
produced upon their disposal will also increase, opening up 
opportunities for recycling, upgrading and repairing in order to 
reduce the consumption of valuable raw materials, as discussed in an 
article published by the European Environment Agency4. The rapid 
pace of technological development means that infrastructure can 
become obsolete quite quickly. This creates a source of waste that 
is difficult to dispose of. However, even the reuse of materials in the 
production cycle faces problems in terms of logistics (large volumes, 
often from distant locations) or technology design that does not take 
into account recyclability or the presence of hazardous substances. 
Policymakers and dominant players in the sector can address these 
waste problems through circular economy tools such as eco-design, 
setting material-specific recycling targets or extending producer 
responsibility.
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Environmental litigations are on 
the rise and drive the fight against 
climate crisis

A ruling of the Court of Justice of the European Union will fundamentally change the rules 
for protecting international energy investment in the EU. Member states will thus be in 
a much better position in terms of shutting down old energy sources. Environmentally 

friendly policies are an important issue in the EU, which is also manifested by a fine of EUR 875 
million imposed on a car manufacturers’ cartel that did not comply with the agreement on 
the use of eco-friendly technologies to reduce emissions from combustion engines. The global 
number of climate litigations is in general rising significantly and becoming a key instrument in 
pushing states and private companies to take climate change seriously.

Litigations between EU countries and energy investors from 
other member states 
In September, the Court of Justice of the European Union ruled1 that 
the international Energy Charter Treaty was contrary to the EU law. 
What may at first glance seem like a mere legal framework, however, 
entails far-reaching implications for the energy sector. The Charter 
allows foreign energy investors to sue governments in cases where 
the government’s decision has affected their investment. According 

to the Court, litigations between a member state and an investor 
from another member state regarding an investment made by the 
respective investor in the former member state cannot be settled 
under arbitration under the Charter. At a time of great pressure on a 
rapid energy transformation and the shift away from fossil fuels, this 
is crucial news. It puts member states in a much better position to 
take bold decisions with reduced financial risks.
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pshot/

5) FATF. (2021). Money Laundering from Environmental Crime, Retrieved from: https://www.fatf‑gafi.org/media/fatf/documents/reports/Money‑Laundering‑from‑Environmental-
‑Crime.pdf?fbclid=IwAR2cTkcGzdsJv_uHlJpoUmVarMOlzuexfAqXgrgOiwJT4MTekwt1HFTMKHk

6) UNICEF. (2021). The Climate Crisis is a Child Rights Crisis: Introducing the Children’s Climate Risk Index, Retrieved from: https://www.unicef.org/reports/climate-crisis-child-right-
s-crisis

Environmental protection and protection of competition go 
hand in hand 
Environmental protection and the Green Deal do not exist “in 
a vacuum”, but they affect all aspects of society. And since a 
green transformation will also mean a fundamental economic 
transformation, sustainable goals will bring major impacts in the area 
of competition protection. Therefore, the Commission informs2 that 
competition rules will need to be put in line with the Green Deal’s 
goals. Public support will therefore shift from fossil fuels and a new 
feature should be the introduction of a calculation of the costs of 
environmental support –  the amount of support per tonne of CO2  
emissions saved. The greening of the economy also has significant 
effects in the antitrust field, as competition and innovation are a 
basic requirement for development. At the same time, however, 
with such major economic changes, cross-market cooperation is 
needed, which is why the Commission clarifies some of the rules for 
horizontal and vertical cooperation in the light of sustainability.

And the Commission proves in practice that this is an important area. 
A car manufacturers’ cartel was fined EUR 875 million3 for failing 
to use more eco-friendly technologies to reduce emissions from 
combustion engines than required by regulation, even though the 
technologies were available. These manufacturers were thus not only 
able to protect the environment more, but also reduced competition 
due to their approach. Greening also forms a part of the competition. 
The cooperation of competitors must therefore be observed very 
carefully and the result must bring clear benefits to consumers.

Climate litigations are on the rise
According to a new study on Global Trends in Climate Litigation4, 
the number of cases related to climate change has more than 
doubled since 2015. The number of “strategic” cases aimed at 
bringing about wider social change is also on the rise. The cases 
most often concern insufficient action taken by states in mitigating 
climate change and the effects of climate change on human rights. 
There are also more and more lawsuits against private companies, 
in which plaintiffs demand corporate liability and compensations, 
e.g. in cases of greenwashing or insufficient transparency. However, 
there has also been an upward trend in lawsuits with focus on 

financial risks, fiduciary liability and insufficient due diligence, which 
are directed at the financial sector. A smaller portion of lawsuits 
targets governments for insufficient adaptation to climate change. 
A significant increase in similar cases is expected in the future, with 
an increased diversity. New cases will also emerge (e.g. concerning 
companies that have committed to certain objectives but do not 
comply with them).

Environmental crimes: a lucrative and secure source of 
income for offenders
By their nature, environmental crimes represent low risk and high 
profit. A new study of the Financial Action Task Force (FATF)5 shows 
that although profits from environmental crimes are similar to 
those from  other financial crimes, sanctions for money laundering 
in environmental cases lag behind. Environmental crimes generate 
about USD 110-281 billion a year. Three areas have the largest share 
in this: forestry crime, illegal mining and waste trafficking. However, 
AML issues are often not part of discussions about environmental 
protection. Therefore, governments often draw the short straw and 
view this issue from a protectionist perspective rather than from the 
point of view of serious financial crime.

The climate crisis is a crisis of children’s rights
A new UNICEF study introduces a new Children’s Climate Risk Index.6 
It provides a comprehensive view of how children are exposed 
to climate risks, particularly in terms of water availability, health, 
education or protection, and how vulnerable they are to these risks. 
Children are naturally more sensitive to climate and environmental 
shocks for many reasons. The index shows that approximately 1 
billion children (i.e. about half of all children) live in countries with 
an extremely high risk of climate change impacts. The index also 
shows that more than 99% of all children are exposed to at least 
one major environmental risk. The only long-term solution is to 
reduce emissions and reduce the effects of climate change. At the 
same time, however, it is essential to increase investments in climate 
change adaptation in key services for children (access to water, 
sanitation, healthcare and education). Children have to be educated 
on environmental issues in order to cope with the effects of climate 
change in the future.
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EU to focus more on the greening 
of agriculture and forestry, aiming 
to mitigate climate change

The European Commission has adopted a new forest strategy for 2030 which aims to 
enhance the ecosystem services and strengthen their role in combating climate change. 
The document focuses on two principal areas: production of wood and non-wood 

production of forests. Farmers also got new strategies – an agreement was achieved on a 
new Common Agricultural Policy. In this case, the emphasis is also put on the greening of the 
sector, support of eco-schemes, measures responding to climate change and protection of 
biodiversity.

New EU Forest Strategy for 2030
Following the escalating climate and biodiversity crisis, the European 
Commission adopted a new EU Forest Strategy for 20301 in July 2021 
as one of the follow-up initiatives of the European Green Deal. Its 
principal objective is to develop a multifunctional role of forests and 
their potential to achieve a sustainable and climate neutral economy 
by 2050 while securing necessary protection of all ecosystems.

The new strategy puts emphasis on the need to ensure an 
adaptive renewal of forests and introduce ecosystem management 
approaches in order to create conditions for subsequent forest 
bioeconomy. It anticipates the adoption of a legally binding 
instrument for the ecosystem renewal and introduces a detailed plan 
for planting at least 3 billion of other trees by 2030.

It additionally covers the actual principles of sustainable 
management in forests and discusses the expansion of the Forest 
Europe criteria to include the indicators relating to biodiversity 
and climate change. It anticipates the creation of guidance for 
environmentally friendly management in forests, for biodiversity 
friendly forestation and reforestation. The strategy additionally 
suggests the preparation of a voluntary certification system for 
environmentally friendly management in forests and announces a 
revision of legal regulations on forest reproductive material.

The strategy focuses on two principal issues: production of wood 
and non-wood production of forests. In wood-based production, the 
strategy predominantly points to the existing LULUCF Regulation, 
which determines binding objectives in emissions from land use 
and forestry. To achieve these objectives, the Regulation not only 
supports forest carbon stocks, but also allows to take into account 

the stock of carbon in products from harvested wood. In relation 
to a sustainable use of wood, it highlights the necessity to respect 
the circular economy principles, including the cascading principle 
of wood use. To this end, it will be necessary to ensure a close 
cooperation with the downstream sectors, such as construction 
industry, and the sectors where it is possible to replace the 
equivalents of products from fossil resources. In bioenergy, the 
strategy emphasises the need to adopt enhanced sustainability 
criteria for bioenergy, as the forests are a principal source of 
renewable energy with a 60% share in Europe.

As the second issue, the strategy emphasises significant benefits and 
services resulting from non-wood production. It relates to numerous 
important products and services (from food to ecotourism) which 
are particularly significant for the economy in rural areas. The value 
of non-wood products in Europe is around EUR 19.5 billion per year, 
where 86% of harvested non-wood forest products is intended 
for personal consumption. It is then necessary to set all forestry 
measures intended to enhance the potential of the forests and 
prosperous forest management in synergy with the ambitions of the 
EU in relation to climate and biodiversity.

In line with the growing demand for ecosystem services and 
sustainable management that would be more friendly to biodiversity 
and that would strengthen the resilience of forests, it is apparent that 
the requirements for forests and forest owners will increase. It raises 
the question who will bear the costs of these measures and which 
funds will be used to finance new approaches. The strategy sees 
a solution primarily in payments for ecosystem services, in a new 
common agricultural policy in the Rural Development Programme or 
new business models, such as carbon removal certification.
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Vojtěch Bašný
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New era of forestry: What is the future of forestry in the 
context of the new EU strategy?
The publication of the new EU strategy for forestry with an outlook 
until 2030 presents an appropriate opportunity for a debate on 
current and future challenges of the forestry sector in the Czech 
Republic and the future of the regulation on the EU level. On that 
occasion, Deloitte Legal organised, as part of the Act of the Year2 
society-wide platform, an online panel discussion on the topic of the 
New Era of Forestry: Challenges and Opportunities , which was held 
on 5 October 2021.

The discussion suggested that the new EU Forest Strategy for 2030 
had brought numerous challenges and resulted in an enhanced 
strategic view of the role of forests and regulation on the EU level. 
The panel speakers primarily emphasised the importance of forests, 
forestry and wooden products for other strategic areas of the 
union. However, they also pointed out to an increasing demand for 
ecosystem services of forests and for wood as a renewable source, 
which may play a key role in the preparation of other plans.

The Strategy itself can be seen, according to our panel speakers, 
as a document which is not legally binding for the member states, 
however, the individual measures will result in various legally 
binding documents in the future. There was criticism of insufficient 
involvement of stakeholders and imbalance of strategy in favour of 
environmental functions, curtailing the social and economic pillar.

It will be essential for the future of forestry to determine a 
comprehensive set of approaches and measures:

 • Multifunctional role of forests. To use all the benefits of 
forests, it will be essential to kickstart the forest bioeconomy in 
line with the principles of circular economy and set conditions 
for the cascade use of wood. The biodiversity and climate 
protection approaches should be an integral part of the solution 
rather than a limiting element.

 • Fair financing. Foresters should be remunerated for the 
care for forest benefits. The payments for ecosystem services 
thus appear to be a suitable tool, however, the dependence 
of forestry on subsidies should not be encouraged – on the 
contrary, flexibility should be maintained for the selection of 
appropriate measures.

 • High added value and innovations. The manufacturing of 
wooden products and a short supply chain are the key to fulfil 
the potential of forests and financial independence of forestry.

 
 
 

New Common Agricultural Policy for 2023-2027
The EU’s Common Agricultural Policy is one of the key strategic areas 
having a major impact on securing the productivity of agriculture, 
standard of living of the rural population, food security, but 
primarily it has an impact on the condition of the environment and 
countryside in Europe.

In this respect, it is important that the European Parliament, the 
EU Council and the European Commission have reached a political 
agreement on the future form of the new Common Agricultural Policy 
for 2023 to 2027 (CAP)3 at the end of June 2021. This agreement was 
preceded by 3 years of complex negotiations. The CAP aims to create 
a competitive sector, support the income of farmers and rural areas, 
and it contains an obvious emphasis on elements of sustainability. 
This is because the CAP is supposed to become a key tool for the 
achievement of the objectives contained in the “Farm to Fork”4 
strategy and the European Union’s Biodiversity Strategy for 20305.

A new element of the CAP are national strategic plans that provide 
the member states with the possibility to set the conditions of the 
CAP in line with national conditions and needs of farmers. Unifying 
elements include common framework objectives, requirements for 
“greening” and determination of the minimum percentage from the 
budget for certain measures. The fulfilment of the objectives through 
national strategic plans will be assessed on an ongoing basis using 
simple criteria for monitoring.

The central factor of the new CAP is the overall “greening” and fairer 
setting of rules – increased requirements will be imposed on farmers 
in terms of the protection of the environment and landscape, 
including the setting of criteria for the conditionality of payments 
that will be based on stricter obligatory requirements. The new 
approaches are additionally based on motivational elements for 
farmers, as 35% of direct payments are allocated to eco-schemes 
with high added value for the environment and 25% of the budget 
from rural development is supposed to be used for measures 
relating to climate change, protection of biodiversity and animal 
welfare.

The total budget of the CAP for 2021 to 2027 amounts to EUR 387 
billion. As part of the first pillar, EUR 291.1 billion was earmarked for 
the European Agricultural Guarantee Fund and EUR 95.5 billion for 
the second pillar intended for rural development, to be paid from the 
European Agricultural Fund for Rural Development. In order to take 
into account the differences in the member states, it is possible to 
move up to 25% of the funds between the first and the second pillar, 
and additionally increase the funds for measures beneficial to the 
environment.

1) European Commission. (2021). European Green Deal: Commission proposes new strategy to protect and restore EU forests, Retrieved from: https://ec.europa.eu/commission/

presscorner/detail/en/ip_21_3723

2) Act of the Year. (2021). New era of forestry: Challenges and Opportunities, Retrieved from: https://www.zakonroku.cz/

3) European Commission. (2021). The new common agricultural policy: 2023‑27: The new common agricultural policy will be key to securing the future of agriculture and forestry, as 

well as achieving the objectives of the European Green Deal., Retrieved from: https://ec.europa.eu/commission/presscorner/detail/en/ip_21_3723

4) European Commission. (2021). Farm to Fork strategy for a fair, healthy and environmentally‑friendly food systém, Retrieved from: https://ec.europa.eu/food/horizontal‑topics/

farm-fork-strategy_en

5) European Commission. (2021). Biodiversity strategy for 2030, Retrieved from: https://ec.europa.eu/environment/strategy/biodiversity‑strategy‑2030_en
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The European Commission 
presented the most 
comprehensive set of climate and 
energy proposals to date

The climate and biodiversity situation is alarming. The report of the Intergovernmental 
Panel on Climate Change (IPCC) emphasises that human activities have been warming the 
planet at a rate unprecedented in the last 2,000 years. In order to meet the targets of the 

Paris Agreement, the European Commission presented a set of proposals entitled ‘Fit for 55’, 
the introduction of which is supposed to allow for the necessary acceleration of the reduction 
of greenhouse gas emissions. However, the quality of set governmental measures by individual 
countries aiming to achieve the targets of the Paris Agreement significantly differs at a global level 
and the comparison shows that certain countries are significantly lagging behind.

IPCC experts: Certain trends are already irreversible
On 7 August 2021, the most recent and much-awaited sixth 
assessment report of the IPCC1 was published. The report discusses 
the most recent physical understanding of the climate system and 
climate change. And the information brought by the report is not 
very positive – it describes climate change as a widespread, rapid and 
intensifying phenomenon, with certain trends already irreversible, at 
least in the current time frame. However, IPCC experts say there is 
still time to curb climate change.

The report prepared by 234 scientists from 66 countries 
emphasises the fact that human activities warm the climate at a rate 
unprecedented in the last 2,000 years. IPCC scientists warn that 
global warming by 2°C will be exceeded during the 21st century. 
Unless CO2 and other greenhouse gas emissions are quickly and 
significantly reduced over the next few decades, achieving the 2015 
Paris Agreement targets will be out of reach.

The report explains that stabilising the climate will require a strong, 
fast and permanent reduction of greenhouse gas emissions 
and achieving net zero CO2 emissions. Intensive and permanent 
reduction of carbon dioxide emissions and other greenhouse gas 
emissions could rapidly improve air quality and stabilise global 
temperatures in 20 to 30 years.

The report clearly demonstrates how closely the observed 
temperature increase is linked to human activity, more clearly than 
any previous report. The means to control climate change are already 
within reach. Limiting the global temperature increase to 1.5 °C is 
therefore no longer a question of feasibility, but rather of political will.

Fit for 55: Transformation of the EU policies on climate, land 
use, energy, transport, and taxation
On 14 July 2021, the European Commission presented a set of 
proposals to revise and update EU legislation and introduce new 
initiatives to ensure that EU policies are in line with the EU’s climate 
goals, the so-called Fit for 552.

The Fit for 55 package consists of a set of interlinked proposals all 
working towards the same goal – ensuring a fair, competitive and 
green transformation by 2030 and beyond. Where possible, existing 
legislation is being adapted to make it more ambitious, with new 
proposals being put forward where necessary. Overall, the package 
strengthens the eight existing pieces of legislation and introduces 
five new initiatives in numerous policy areas and economic sectors 
(such as climate, energy and fuels, transport, buildings, land use and 
forestry).

Objectives of Fit for 55 legislative proposals and policy 
initiatives
1) Revision of the EU Emissions Trading System (EU ETS)

 • Introduction of a decrease in the total emissions cap and 
increase in its annual reduction rate as part of the review of the 
EU ETS

 • Expansion of the EU ETS to include shipping

 • Revision of aviation emissions rules (phasing out free aviation 
emission allowances and achieving compliance with Carbon 
Offsetting and Reduction Scheme for International Aviation 
(CORSIA)
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2019   European Green Deal
The European Union pledges to climate 
neutrality by 2050.

2020–2021   European Climate Law
The European Parliament and member states 
make climate neutrality by 2050 a legally 
binding target.
European leaders approve the Commission’s 
proposal for an interim target to reduce 
emissions by 55% below 1990 levels by 2030.

2021   Fit for 55
The European Commission proposes
a package of measures to ensure that 55% 
of the EU's emissions are reduced.

CONTEXT AND PREVIOUS EFFORTS

Adequate and effective measures
The measures being proposed include market mecha-
nisms as well as regulations.

Polluter pays
Companies must pay for their emissions, which 
motivates them to introduce clean technologies.

Solidarity
Systematic support will be provided to vulnerable 
households disproportionately affected by the changes.

PRINCIPLES

A package of proposals for reducing 55% of the EU’s emissions by 2030 and for ensuring a just
transition in the EU on the economic, social and industrial level.

WHAT I S  F IT  FOR  5 5

see faktaoklimatu.cz/fit-for-55 data source: European Comission
VERSION 2022-01-28 LICENCE CC BY 4.0

MARKET MECHANISMS

Emission allowances

Review of EU Emissions Trading System
 EU ETS

Including aviation and
shipping in EU ETS

Including road transport
and buildings in EU ETS

Carbon Border Adjustment Mechanism
CBAM

Review of Energy Taxation
Directive
ETD

SUPPORT MEASURES

New Social Climate
Fund

Boosted Modernisation Fund and
Innovation Fund

TARGETS AND REGULATIONS

Energy industry
Landscape and ecosystems

Transport

Review of Renewable Energy Directive
RED

Review of Energy Efficiency Directive
EED

Review of Effort Sharing Regulation
ESR

Initiative for cleaner shipping fuels FuelEU

Review of Land Use, Land
Use Change and Forestry
Regulation
LULUCF

EU Forest Strategy
for 2030

Initiative for sustainable aviation fuels ReFuelEU

New infrastructure for alternative fuels

Strengthened emission performance
standards for new passenger cars
and new light commercial vehicles

Colette Šinská

 • Establishing a separate emissions trading scheme intended for 
road transport and buildings

 
2) Revision of the Effort Sharing Regulation on Member States’ 
emission reduction targets for sectors outside the EU ETS

 • Enabling the adoption of national measures to address 
emissions in the construction, transport, agriculture, waste 
management and small industries sectors (reducing emissions 
from these sectors across the whole EU by 40% by 2030 
compared to 2005)

 
3) Revision of the Regulation on the inclusion of greenhouse 
gas emissions and removals from land use, land-use change 
and forestry (LULUCF)

 • Setting higher targets for the expansion of natural carbon 
sequestration in the EU and EU targets for net GHG 
sequestration in land use and forestry in the amount of 310 
million tonnes of CO2 equivalent by 2030

 
4) Revision of the Renewable Energy Directive

 • Increasing the overall binding target for renewables in the EU 
energy mix from the current 32% to a new level of 40%

 • Making the energy system more efficient by promoting 

electrification based on renewable sources, potentially also in 
industry and transport, promoting the use of renewable fuels 
(such as clean hydrogen)

 
5) Revision of the Energy Efficiency Directive

 • Committing to more ambitious energy efficiency targets at the 
EU level, leading to a 9% reduction in energy consumption by 
2030 compared to baseline projections

 
6) Revision of the Directive on Alternative Fuels Infrastructure

 • Introducing the necessary infrastructure for “cleaner vehicles” to 
enable recharging and refuelling across the EU

 • Taking into account the latest market developments and 
guaranteeing coverage also in rural and remote areas

 
7) Amendment to the regulation setting CO2 emission 
standards for passenger cars and vans

 • Achieving zero-emission mobility

 • Introducing more ambitious CO2 emission standards (to help 
get zero-emission vehicles on the road faster)
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8) Revision of the Energy Taxation Directive

 • Aligning the minimum tax rates on heating fuels and fuels with 
the EU climate and environmental targets

 • Removing outdated exemptions (e.g. for air and maritime 
transport) and other incentives to use fossil fuels

 • Promoting the transition to clean fuels
 
9) Carbon Border Adjustment Mechanism (CBAM)

 • An instrument that introduces market dynamics and protects 
the integrity of EU and global climate policies by reducing 
greenhouse gas emissions in the EU and globally and 
incentivising relevant sectors to modernise, become more 
sustainable and reduce carbon content

 • Ensuring that domestic and imported products pay the same 
price for carbon (the mechanism will be non-discriminatory 
and compatible with WTO rules and other EU international 
commitments)

 
10) The ReFuelEU Aviation initiative relating to sustainable 
aviation fuels

 • Ensuring that suppliers add an increasing proportion of 
sustainable aviation fuels to the existing aviation fuels refuelled 
at EU airports and switch to synthetic fuels known as e-fuels

 
11) The FuelEU Maritime initiative relating to green European 
maritime space

 • Introduction of new requirements for ships arriving in or 
departing from EU ports, regardless of their flag (setting a 
maximum limit on the greenhouse gas content of the energy 
sources used by these ships, making it stricter over time)

 
12) Social Climate Fund

 • Provision of funding to the Member States to support European 
citizens most affected by or at risk of poverty in terms of energy 
or mobility

 • Including support for investment in energy efficiency 
improvements and renovation of buildings, clean heating and 

cooling and the integration of renewable energy in a way that 
can sustainably reduce both CO2 emissions and energy bills for 
vulnerable households and micro-businesses

 • Financing access to zero and low emission mobility
 
Only one country is consistent with the targets of the Paris 
Agreement
Although climate change is a global problem, not all countries are 
taking action as proactively as the EU. The Climate Action Tracker3 
(CAT) is an independent scientific project created by two research 
organisations that have been tracking climate action since 2009. 
Its aim is to provide policy-makers, civil society and the media with 
an up-to-date assessment of individual country greenhouse gas 
reduction targets and an overview of their combined effects on a 
global scale.

In September 2021, CAT published a Global Update4 report that 
provides an overview of climate developments over the past year. It 
also illustrates the new CAT country assessment, analysing individual 
government climate actions based on the updated method and 
examining their consistency with achieving the globally agreed Paris 
Agreement target.

The new comprehensive CAT rating system reveals a few lone 
forerunners, but most government targets and actions remain very 
or critically deficient. In terms of national actions, only one developed 
country has a national target that is rated “1.5°C compatible” under 
the new CAT rating system – the UK. Some other countries are close 
to achieving this target (e.g. Germany or Norway). However, national 
targets are only one dimension of the activities necessary to assure 
consistency with the Paris Agreement. None of these governments 
has put forward a sufficient plan for international funding relating to 
climate, which is an absolutely essential starting point for ambitious 
targets in developing countries that need support to reduce their 
emissions. As a result, the EU, Germany and Norway are rated as 
inadequate in the new overall CAT assessment, while the UK is rated 
slightly better as almost adequate. Only one developing country – the 
Gambia – achieved an overall rating of “1.5°C compatible” in the new 
CAT rating system launched with this update.

1) IPPC. (2021). AR6 Climate Change 2021:The Physical Science Basis, Retrieved from: https://www.ipcc.ch/report/ar6/wg1/

2) European Commission. (2021). COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT, THE COUNCIL, THE EUROPEAN ECONOMIC AND SOCIAL COMMIT-

TEE AND THE COMMITTEE OF THE REGIONS EMPTY‑'Fit for 55': delivering the EU's 2030 Climate Target on the way to climate neutrality, Retrieved from: https://eur‑lex.europa.eu/

legal‑content/EN/TXT/?uri=CELEX:52021DC0550

3) The Climate Action Tracker. (2021), Retrieved from: https://climateactiontracker.org/about/

4) The Climate Action Tracker. (2021). Global Update: Climate target updates slow as science demands action, Retrieved from: https://climateactiontracker.org/publications/global-

-update-september-2021/
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EU specifies non-financial reporting 
requirements: Reporting obligations 
to apply to smaller companies as well

The Taxonomy of sustainable activities will be 
subject to a number of adjustments and updates 
in the future. However, medium-sized and smaller 
enterprises should already take this EU regulatory 
system into account in their operations and 
subsequent reporting. Environmental legislation 
is extensive and dynamic in this respect. Adapting 
to new rules at the moment they become 
effective could entail unnecessary problems for 
companies.
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Essential review of the forest 
and soil protection legislation is 
getting sharp outline

Late 2021 brought several new developments for the forestry and agriculture 
industry, which will also represent the main topics in the months to come. First 
and foremost, the European Commission’s proposal for a regulation that aims 

to integrate sustainability conditions into placing timber and selected agricultural 
commodities on the EU market. The adoption of the new EU Soil Strategy for 2030, 
which takes into account the potential and essential benefits of soil, also forms a part 
of the new comprehensive environmental solutions. Following the debate on offset 
projects, the OECD working paper titled ‘A global analysis of the cost-efficiency of 
forest carbon sequestration’ provides an interesting perspective.

Revolution in placing timber and selected agricultural 
commodities on the EU market
On 17 November 2021, the European Commission issued a Proposal 
for a Regulation on the supply to and export from the EU market of 
selected commodities and products associated with deforestation 
and forest degradation1. This proposal aims to reduce the EU’s 
contribution to global deforestation and forest degradation. The 
regulation is intended to set sustainability conditions for placing 
timber and selected agricultural commodities on the European 
market whose production entails the most significant impact on 
deforestation and forest degradation. These commodities include 
cattle, cocoa, coffee, palm oil, soya and timber, as well as products 
from these commodities. The proposal thus fundamentally changes 
the approach and rules for placing timber on the market, as the 
existing conditions of legality of logging have been extended to 
include requirements for the sustainable use of forest resources; 
moreover, timber should be subject to the same regime as other risk 
commodities and products.

The selected commodities and products that are placed or supplied 
on the EU market must meet three basic requirements: they are 
not associated with deforestation; they have been acquired in 
accordance with the relevant legislation of the country of production; 
and they are covered by a due diligence system. The selected 
commodities and products must not come from production on soil 
which was deforested after 31 December 2020. For timber itself, the 
condition in place establishes that it must not come from logging 
that caused forest degradation after 31 December 2020. With 
regard to international trade law and World Trade Organisation law, 
these duties will also apply to the export of these commodities and 
products from the EU.

The cornerstone of the regulation is a due diligence system that 
must be carried out by each entity prior to placing commodities 

and products on the European market or exporting them outside 
the EU, and by the trader prior to supplying them to the EU market. 
Large entities are also required to have their due diligence system 
independently audited. FLEGT-licensed timber products should 
automatically comply with only one of the requirements: they have 
been produced in accordance with the legislation of the country of 
production.

This European Commission’s legislative proposal builds on earlier 
efforts to reduce the EU’s contribution to deforestation and forest 
degradation in the world and draws in particular on the experience 
of the EUTR and FLEGT implementation. The extension of the system 
to include sustainability elements and a range of commodities 
represents a fundamental change, the success of which will be 
determined by setting detailed rules and the degree of enforcement 
of the due diligence system in the individual Member States.

How to make the most of the soil’s potential?
Another important pillar of the strategic approach to nature and 
landscape protection at EU level is represented by the EU Soil 
Strategy for 2030: Reaping the benefits of healthy soils for people, 
food, nature and climate2 (COM (2021) 699 final), presented by the 
European Commission on 17 November 2021.

The long-awaited adoption of this strategy is a recognition of 
the importance of soil, which is home to more than 25% of all 
biodiversity, serves as a filter for drinking water for nearly 10 billion 
people and is the largest terrestrial carbon sink. Soil is also important 
for meeting long-term economic goals, essential for food chains, 
and a source of food, biomass, fibre and raw materials. The Strategy 
presents a new vision in response to the current situation where, 
despite the undisputed importance of soils, 60 to 70% of soils in the 
EU are unhealthy and subject to degradation, unsustainable use and 
land take.
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1) European Commission. (2021). Proposal for a regulation on deforestation-free products, Retreived from: https://ec.europa.eu/environment/publications/proposal-regulation-de-
forestation-free-products_en

2) European Commission. (2021). COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT, THE COUNCIL, THE EUROPEAN ECONOMIC AND SOCIAL COMMITTEE 
AND THE COMMITTEE OF THE REGIONS‑EU Soil Strategy for 2030‑Reaping the benefits of healthy soils for people, food, nature and climate, Retrieved from: https://eur‑lex.europa.
eu/legal‑content/CS/TXT/?uri=CELEX%3A52021DC0699

3) OECD. (2021). A global analysis of the cost‑efficiency of forest carbon sequestration, Retrieved from: https://www.oecd‑ilibrary.org/environment/a‑global‑analysis‑of‑the‑cost-
‑efficiency‑of‑forest‑carbon‑sequestration_e4d45973‑en;jsessionid=fv70O6LayPhygsmNksznViCl.ip‑10‑240‑5‑62

Vojtěch Bašný

The main objective of the Strategy is to reverse this situation and 
ensure that all soil ecosystems in the EU are healthy by 2050, 
including the achievement of zero net land take. This will fully exploit 
the potential of soils, which will have a positive impact on achieving 
climate neutrality, climate change resilience, the development of the 
bio-economy and biodiversity protection. These results are to be 
achieved by setting medium-term targets by 2030 in other related 
areas, including combating desertification, restoring degraded major 
ecosystems and reducing nutrient loss or pesticide use.

Thus, through this EU Strategy, soil protection is given due attention 
and can serve as a springboard for the development of efficient and 
comprehensive soil protection management at national, European 
and potentially global level.

Protecting forests as an effective way to sequester carbon
The carbon sequestration capacity of forests has come to the fore 
following the setting of global emission reduction targets under the 

Framework Convention on Climate Change and the Paris Agreement. 
As this is a natural capacity of forests, the potential cost-efficiency of 
this kind of carbon removal is often discussed in this regard. Basic 
aspects of cost-efficiency and the identification of geographical 
locations for efficient carbon sequestration are presented in an 
OECD working paper titled A global analysis of the cost-efficiency of 
forest carbon sequestration3.

The conclusions show that forest protection is the most cost-
effective way which also entails environmental and additional social 
benefits. In this respect, reforestation has also proved to be more 
cost-effective than afforestation, as it is distinguished by major 
additional benefits. Afforestation is, by contrast, the least effective 
forestry measure. The conclusions showed large differences in 
cost-efficiency when considering environmental and additional social 
benefits, and it is therefore necessary to understand forest functions 
comprehensively. Geographically, it is interesting to note that the 
most cost-effective areas include not only tropical forest areas but 
also countries in Eastern Europe, Ireland or the United Kingdom.
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The European Union assesses 
changes and progress in the 
implementation of energy policies

The recent rise in energy prices has made it clear that Europe needs to decrease its 
energy dependence. The European Green Deal and an increasing share of clean energy 
will lead the way forward. The European Commission’s reports along with Member 

States Cooperation Mechanisms highlight the potential of renewable energy sources and the 
critical role they play in achieving the objectives set for climate neutrality of the EU.

WEO: Energy sector on safer ground
Against the backdrop of turbulent markets and a crucial meeting 
of the COP26 conference on climate change in Glasgow, the 2021 
World Energy Outlook (WEO)1 becomes an indispensable guide to 
the opportunities, benefits and risks ahead in this crucial moment for 
clean energy transitions.

This special edition of the WEO has been designed to help decision 
makers at COP26 and elsewhere. The document describes key 
decision points that can move the energy sector onto safer 
ground and provides a detailed overview of how far countries have 
progressed in their clean energy transitions, how far they still have 
to go to reach the 1.5 °C goal, and the actions that governments 
and others can take to evade the pitfalls along the way towards the 
common goal. Thanks to many scenarios and case studies, this WEO 
clearly explains what is at stake at a time when informed debate on 
energy and climate is more important than ever.

Renewable energy sources are more important than fossil 
fuels for the first time
On 26 October 2021, the European Commission released the State 
of the Energy Union 20212 report Every year, the report assesses the 
progress that has been made in implementing European policies 
in the area of energy and climate. It focuses mainly on the progress 
in the Energy Union and its five pillars: decarbonisation (including 
renewable energy sources), energy efficiency, internal energy market, 
supply security and research & innovation and competitiveness. 
The report is published in the context of the emerging post-COVID 
economic recovery as well as the recent exceptional situation related 
to the sharp rise in gas and electricity prices in the European Union 
and in many areas around the world.

The report says that renewable energy sources have, for the first 
time in 2020, become a more important source of energy than fossil 
fuels in the EU. They were the source of 38% of energy produced 

while fossil fuels were the source of 37% of energy produced. It 
can be expected that the share of renewable energy sources in the 
overall EU energy mix will reach at least 22%, although some Member 
States face the risk of failing to meet their national binding target. 
To date, nine Member States have ceased to use coal as an energy 
source, thirteen have pledged to phase it out by a certain date, and 
four states are considering possible roadmaps. Even though many 
positive trends have been monitored, reaching the goal of reducing 
net emission by at least 55% by 2030 and reaching climate neutrality 
by 2050 will require more effort.

A mechanism to support renewable energy use has been put 
into practice
The potential for renewable energy sources is not equal in all 
regions of the EU and so the European Union offers cooperation 
mechanisms to the Member States. Member States that expect not 
to meet their binding targets can increase their share of renewable 
energy sources via common projects, support schemes or statistical 
transfers between the Member States. On the other hand, countries 
with more favourable environmental conditions and with a sufficient 
share of renewable energy sources may receive finances for the 
volume of energy transferred.

In practice, it means that the countries that have not met their 
binding national goals for 2020 can “buy” energy from renewable 
sources from the countries that have surpassed their goals. As the 
Czech Republic did meet its binding share of renewable energy 
sources for 2020 set by the EU, it could   and to transfer 465 GWh of 
energy from renewable sources. This is the first time that the Czech 
Republic has used this option of cooperation with another Member 
State.

In order to facilitate statistical transfers of energy between the 
Member States, the Commission has established a Union renewable 
development platform  (URDP). The URDP should provide an 
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1) IEA. (2021). World Energy Outlook 2021, En., Retrieved from: https://www.iea.org/reports/world-energy-outlook-2021

2) European Commission. (2021). REPORT FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT, THE COUNCIL, THE EUROPEAN ECONOMIC AND SOCIAL COMMITTEE AND THE 
COMMITTEE OF THE REGIONS-State of the Energy Union 2021 – Contributing to the European Green Deal and the Union’s recovery, https://eur-lex.europa.eu/legal-content/EN/TXT/
HTML/?uri=CELEX:52021DC0950&from=CS

3) European Commission. (2021). COMMISSION DELEGATED REGULATION (EU) 2021/2003 supplementing Directive (EU) 2018/2001 of the European Parliament and of the Council by 
establishing the Union renewable development platform, Retrieved from: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32021R2003&from=CS

4) European Commission. (2021). REPORT FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT AND THE COUNCIL Progress on competitiveness of clean energy technologies, 
En., Retrieved from: https://eur‑lex.europa.eu/legal‑content/EN/TXT/HTML/?uri=CELEX:52021DC0952&from=CS

overview of the target and contribution achievement in the Member 
States. It also includes information provided by the Member States 
on supply and demand for statistical transfers of renewable energy, 
which should allow the Member States to easily indicate their 
willingness to engage in statistical transfers.

EU remains global leader in clean energy research
EU has a good position in several parts of the value chain in clean 
energy share on the global market. Higher investments in research 
and development and further efforts in technology transfers would, 
however, ensure that the EU utilises the transfer to clean energy 
to strengthen its competitiveness in the clean energy sector. This 
follows from the Commission’s Progress on competitiveness of clean 
energy technologies report4, published on 26 October 2021 by the 
European Commission.
 
 

This second report on progress on competitiveness states that the 
EU remains the global leader in clean energy research. Globally, 
compared to other large economies, it has a greater share of 
environmentally friendly inventions in climate change mitigation 
technologies. The rate of EU public investment in clean energy that is 
necessary for decarbonisation is, however, the lowest among major 
economies.

The EU is also the world leader in the wind energy sector, 
although the competition remains intense. When it comes to solar 
photovoltaics, the EU has a relatively small share of the photovoltaic 
cells and module manufacturing industry. It does, however, retain a 
top standing in other parts of the value chain, including research and 
development. Heat pumps, renewable fuels, intelligent networks, 
batteries and hydrogen from renewable sources all have good 
prerequisites in the EU to benefit from future demand resulting from 
the expansion of relevant markets based on related policies.

Colette Šinská
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The EU wants to support green 
transport with focus on railways

One of the biggest environmental challenges across the EU Member States is 
to prevent greenwashing and provide a unified approach to environmental 
protection. The EU has therefore issued a manual to ensure that even a tried 

and tested system such as the Environmental Impact Assessment (EIA) is unified. At 
the same time, a recommendation for establishing an environmental footprint in the 
circular economy has been issued to ensure a unified and transparent system for 
the sustainability assessment of suppliers, services and goods. Last but not least, a 
new plan to boost the railway sector has also been adopted to ensure that this type 
of long-distance and cross-border transport is developed to help achieve the EU’s 
sustainability objective.

Green (for) railways
One part of the European Green Deal includes the transition to 
cleaner, greener and smarter transport. For this purpose, An Action 
Plan to boost long-distance and cross-border passenger rail1 has 
been created, as rail is proving to be one of the most sustainable 
means of transport. The European Investment Bank has pledged to 
invest heavily in measures to increase the use of rail, particularly on 
long-distance lines. The selected measures naturally address the 
shortcomings that are responsible for the low use of cross-border 
connections – only 7% of cross-border journeys in Europe can be 
attributed to rail. In addition to providing the basics (e.g. acquiring 
enough trains and carriages, modernising them or training staff), 
there are also less obvious needs, such as more user-friendly 
and unified access to international tickets, harmonising technical 
and operational rules or speeding up the digitisation of related 
processes. In terms of infrastructure, high-speed rail, together with 
its connection to airports, should be a priority.

New tool for applying the environmental impact assessment 
directive
The Environmental Impact Assessment Directive (Directive 2011/92/
EU of the European Parliament and of the Council, as amended 
by Directive 2014/52/EU), known as the EIA Directive, provides 
a framework for national legislation on environmental impact 
assessment for a wide range of projects. In practice, this often makes 
it difficult to interpret the definitions and provisions of the respective 
Directives for specific projects in order to determine whether they fall 
within the scope of the Directive (or national regulation) and how they 
should be assessed, if applicable.

Both the practice of the responsible assessing authorities and 
the interpretation of the courts have evolved over time. The 
European Commission has therefore, among other things, issued 
a Commission notice regarding application of the Environmental 
Impact Assessment Directive2, to provide basis for improvement 

and correct application of the EIA Directive under one roof. However, 
the Commission states: ‘There are many practical situations, which 
are often complex, and as the EIA Directive covers a wide range 
of industries and types of projects, it is not possible to provide an 
exhaustive list of examples. The competent national authorities may 
have to apply the requirements of the EIA Directive on a case-by-
case basis and assess each case in view of its specific circumstances.’ 
Member States and competent authorities are therefore invited to 
participate in the development of a comparative analysis which could 
lead to future EU-level methodologies for the implementation of the 
EIA Directive.

How to measure environmental footprint throughout the life 
cycle of products and organisations?
One of the main goals of the Green Deal is to address greenwashing. 
Unification rule-setting is needed in a number of areas, including the 
determination of the environmental footprint in the circular economy, 
as the environmental parameters of products or organisations are 
now difficult to distinguish on the market.

Therefore, with the involvement of a wide range of stakeholders (in 
particular industry representatives, including SMEs), the Commission 
has developed methods for determining the environmental footprint, 
which have passed through pilot phases in recent years. On the basis 
of their results, the Commission has now issued recommendations 
on the use of these methods3. They can now be expected to be 
used in policies or systems for measuring and communicating the 
life cycle environmental profile of all types of products, including 
goods, services and organisations. For example, if companies 
require a life cycle environmental profile from their suppliers, these 
methodologies can serve as a consistent and transparent system for 
this assessment. The methodologies are detailed enough to assess 
a very wide range of life cycle elements of the ‘circularity’ of goods, 
services and organisations.
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1) European Commission. (2021). New Action Plan: boosting long-distance and cross-border passenger rail, https://transport.ec.europa.eu/news/action-plan-boost-passenger-

‑rail‑2021‑12‑14_en

2) European Commisson. (2021). Commission notice regarding application of the Environmental Impact Assessment Directive (Directive 2011/92/EU of the European Parliament and 

of the Council, as amended by Directive 2014/52/EU) to changes and extension of projects ‑ Annex I.24 and Annex II.13(a), including main concepts and principles related to these, 

Retrieved from: https://eur‑lex.europa.eu/legal‑content/EN/TXT/?uri=uriserv%3AOJ.C_.2021.486.01.0001.01.CES&toc=OJ%3AC%3A2021%3A486%3ATOC

3) European Commission. (2021). COMMISSION RECOMMENDATION on the use of the Environmental Footprint methods to measure and communicate the life cycle environmental 

performance of products and organisations, Retrieved from: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=PI_COM:C(2021)9332&from=CS

Kryštof Dosoudil
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The European Central Bank will 
focus its 2022 bank stress tests on 
climate risks

Towards the end of 2021, two important EU taxonomy implementing regulations were 
published in the Bulletin of the European Union. These include a set of technical 
screening criteria regarding climate and a delegated act executing Article 8 of the 

Taxonomy Regulation, which specifies the requirements for non-financial reporting. Despite 
significant delays, these regulations came into force at last, and the first obligations arising 
from them can therefore become effective in 2022. Another document worth mentioning is a 
new study of the European Commission, which revealed that the income from ecological tax 
and environmental fees in the EU is insufficient. Even the European Central Bank plans to focus 
on climate risk – it will be one of the major topics of bank stress tests in 2022.

The EU Taxonomy Climate Delegated Act brings the first set of 
technical screening criteria concerning the climate
The EU taxonomy has been a hot topic recently. It is a classification 
system and a tool for transparency, the purpose of which is to 
help determine economic activities, which can be considered 
as environmentally sustainable. The aim is to make sure there is 
greater transparency in the area of sustainable investments and 
prevent greenwashing. The EU taxonomy consists of directives 
on establishing a framework for the simplification of sustainable 
investments and the related implementing regulation, which specify 
this taxonomy regulation.

When can an economic activity be considered 
environmentally sustainable?
Pursuant to the Taxonomy Regulation, such activity has to meet the 
following conditions:

 • Significantly contributes to one or more environmental goals, 
which are defined by the Taxonomy Regulation.

 • Does not significantly harm any of the defined environmental 
goals.

 • Respects international administration and management 
principles.

 • Respects technical screening criteria.
 
The fact whether the first two requirements are satisfied should 
be assessed based on the technical screening criteria. 

The first set of screening criteria for mitigating and adapting to 
the climate change (i.e. two of the six environmental goals defined 
in the Taxonomy Regulation) came into force1 in the form of a 
delegated act on 1 January 2022. It is an extensive catalogue of 
activities, which defines two basic conditions:

 • The activity significantly contributes to the mitigation of or 
adaptation to the climate change.

 • The activity does not significantly damage the remaining 
environmental goals.

 
For clarity purposes, the economic activities are classified according 
to individual industries (forestry, transport, power industry, etc.). 
Nevertheless, the European Commission counted on the fact that 
the text of the climate delegated act may be impractical for the 
addressees (namely upon the issuance of a delegated act with regard 
to the remaining goals, and therefore prepared an application – the 
taxonomy compass guide2, which enables easier search and is more 
user-friendly. 

The delegated act to Article 8 of the Taxonomy Regulation 
specifies the requirements for non-financial reporting  
In addition to the climate-delegated act, another taxonomy 
regulation, the delegated act executing Article 8 of the Taxonomy 
Regulation, was published in the European Bulletin towards the 
end of 2021. Article 8 of the Taxonomy Regulation and the related 
delegated act brings significant changes in non-financial reporting.
To date, only large businesses in the public interest are obligated to 
report selected non-financial information pursuant to the Non-
Financial Reporting Directive (NFRD). Starting 2022, the non-financial 
reporting obligations will gradually be extended in line with Article 8 
of the Taxonomy Regulation and the delegated act to Article 8. Newly, 
obliged entities will be classified into financial and non-financial 
businesses. 
 
Reporting obligations of businesses pursuant to the updated NFRD

 • Financial businesses will report the proportion of their assets 
related to the activities eligible for the EU taxonomy and later 
explicitly in accordance with the taxonomy.

 • Non-financial businesses shall report their proportion on the 
turnover, capital expenditure and operating expenses from 
activities eligible for the EU taxonomy and later explicitly in 
accordance with the taxonomy.

 
From 2023, other obligations pursuant to the proposal of the 
Corporate Sustainability Reporting Directive (CSRD) should be added 
to those listed above. CSRD counts with the extension of the scope of 
obligatory entities and the reported information.

Although the new regulatory non-financial reporting framework has 
not been completed yet, it is important for the obliged entities to 
familiarise themselves with the new rules and start preparing for the 
fulfilment of new obligations.

The European Commission found out that applying the 
“Polluter Pays Principle” in the EU leaves much to be desired
The “Polluter Pays Principle” is the gist of the environmental policy of 
the EU. The principle is applied in the form of taxes, fees, emission 
credits and other economic tools for environmental protection. The 
European Commission had a study3 prepared in order to identify 
whether this principle is being adhered to. The subject of the study 
included external environmental costs related to various economic 
sectors (such as power engineering, industry or transport) in terms 
of their environmental impact (such as air and water pollution, 
greenhouse gas emissions or waste management). These expenses 
were subsequently compared to the income generated from 
environmental taxes, fees and other tools used in the relevant 
sectors.
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First calls under the National 
Recovery Plan

The Ministry of Industry and Trade is preparing the first calls from the National 
Recovery Plan (NRP), which are expected to be announced during February. 
The NRP aims to revitalise the economy through subsidies and help address the 

economic and social impacts of the coronavirus pandemic. Other objectives of the 
NRP include assisting with the implementation of green and digital transformation, 
enhancing productivity and achieving sustainability. To finance the green projects, 
the Ministry of Industry and Trade of the Czech Republic plans to release funds for the 
calls listed in the table below.
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Antonín Weber Lucie Tížková

The conclusion was clear: the expenses related to pollution and 
environmental damage greatly exceed the income from economic 
tools for environmental protection. As a result, these expenses are 
carried by the companies of the member states.

Based on the above conclusions, the authors of the study from 
the Institute for European Environmental Policy have come up 
with suggestions regarding new economic tools, which would help 
member states apply the “Polluter Pays Principle” more consistently 
and increase the state budgets. These include e.g. the following tools:

 • Environmental pollution: nitrogen tax, emission credits to 
reduce NH3 emissions from livestock production.

 • Water pollution: pesticide tax, higher fees for wastewater 
discharge.

 • Waste management: higher waste dump fees, PAYT system (pay 
as you throw).

Bank stress tests in 2022: the European Central Bank wants to 
put greater emphasis on climate risks
Every year, the European Central Bank (ECB) performs stress tests 
pursuant to Article 100 of the Capital Requirements Directive, based 
on which it examines the resistance of banks against financial and 
economic shocks. In 2022, these stress tests will focus4 on climate 
risks. Thus, the European monetary authority takes risks related to 
climate changes seriously and attaches great importance to them. 
The ECB dealt with the preparedness of European banks for climate 
changes already in 2021 and stated5 that none of the banks under 
ECB’s supervision fulfilled its expectations.

As part of the stress test, ECB will assess the banks’ procedures 
used in managing climate and environmental risks and will analyse 
how banks include such risks in their strategies. It will also focus on 
whether the banks take into consideration the physical impact of 
climate changes on the value of assets.

In total, approximately CZK 180 billion in the form of subsidies will be 
distributed to businesses and entrepreneurs from the NRP.

The subsidy is primarily aimed at SMEs and large mid-cap enterprises 
(up to 3,000 employees) without regional restrictions, i.e. in the whole 
Czech Republic. Applications will be submitted via the MS2014+ app. 
According to the type of the call, the application must include, among 
other things, financial statements for the last two accounting periods, 

a registration of the beneficial owner, proof of the property relation 
to the place of implementation, a business plan, a comprehensive 
budget, or indicative proposals.

The project itself must be implemented within the prescribed period, 
with the expected implementation occurring between 2022 and 
2023. Subsequently, the so-called sustainability phase will follow, 
which lasts 3–5 years, depending on the enterprise size.

1) European Commission (2021). COMMISSION DELEGATED REGULATION (EU) 2021/2139 supplementing Regulation (EU) 2020/852 of the European Parliament and of the Council 

by establishing the technical screening criteria for determining the conditions under which an economic activity qualifies as contributing substantially to climate change mitigation 

or climate change adaptation and for determining whether that economic activity causes no significant harm to any of the other environmental objectives, Retrieved from: https://

eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32021R2139&from=EN

2) European Commission. (2021). EU Taxonomy Compass, Retrieved from: https://ec.europa.eu/sustainable‑finance‑taxonomy/tool/index_en.htm

3) European Commission. (2021). Green taxation and other economic instruments Internalising environmental costs to make the polluter pay, Retrieved from: https://ec.europa.

eu/environment/system/files/2021‑11/Green%20taxation%20and%20other%20economic%20instruments%20%E2%80%93%20Internalising%20environmental%20costs%20to%20

make%20the%20polluter%20pay_Study_10.11.2021.pdf

4) ECB. (2021). In the spotlight: 2022 supervisory climate stress test, Retrieved from: https://www.bankingsupervision.europa.eu/press/publications/newsletter/2021/html/ssm.

nl211116_2.en.html

5) ECB. (2021). Banks must accelerate efforts to tackle climate risks, ECB supervisory assessment shows, Retrieved from: https://www.bankingsupervision.europa.eu/press/pr/

date/2021/html/ssm.pr211122~6984de0ae5.en.html

Programme Name Programme Purpose Estimated Subsidy Amount

Photovoltaic 
Systems

Acquisition of photovoltaic systems with/without storage 
35% PVS
45-50% energy storage

Circular Economy
Acquisition of innovative technologies for the extraction of secondary 
raw materials and the manufacturing of products from secondary raw 
materials

40 %

Clean Mobility
Alternative fuel vehicles (electricity and hydrogen), installation of 
charging and refuelling stations in companies and modernisation of 
transport in the business sector

40–60% of eligible expenses according to 
the enterprise size (45% of the purchase 
price of the vehicle, may vary depending 
on the type) E-cargos, e-bikes and charging 
stations under de minimis regime

Water Saving Saving water in company operation 40 %

Heat Distribution 
Systems

Modernisation of heat distribution in district heating systems 50 %

Digital Enterprise
Acquisition of ICT products and services related to production process 
changes, capacity expansion or extension of the product range 

20–60 %
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COP26 fails to achieve 
fundamental goals

The Glasgow Climate Change Conference brought much debate at the end of 2021. 
Unfortunately, the states failed to meet public expectations and the conference 
ended on a bitter note. At the same time, a newly issued Emissions Gap Report 

speaks clearly − in order to keep the target of limiting global warming to 1.5 degrees 
Celsius alive, the global commitments of the Paris Agreement must be met by 2030. 
The EU is well on the way to achieving the said goal, as its report states it had exceeded 
the set emission reduction targets already in 2020. In 2021, however, it is expected for 
the emissions to increase, which leaves the EU with the crucial task to maintain the set 
trend.

COP26 provides unsatisfactory results
Probably the most significant event of the last quarter was the 
UN Climate Change Conference (COP26) in Glasgow1 that, while 
being far from satisfactory in terms of implementing the measures 
and making the commitments needed to achieve the goals of the 
Paris Agreement, has increased global climate change ambitions. 
Specifically, the $ 130 trillion Glasgow Financial Alliance for Net Zero 
fund was set up to accelerate the transition to a clean economy. 
Furthermore, a new International Sustainability Standards Board was 
established, tasked with publishing climate and ESG standards.

In relation to mitigating the impacts of climate change, an agreement 
was reached to amend − and tighten − the so-called NDCs, i.e. the 
2022 national emission reduction commitments of individual states. 
This measure is intended to force governments to increase the 
ambitions arising from the Paris Agreement. In relation to Article 6, a 
rulebook has been developed which provides the necessary practical 
instructions for implementation. Among the most important 
guidelines are the rules to minimize the risk of “double counting” of 
carbon emission reductions and the identification and correction of 
loopholes in the legislation.

Reducing national emissions according to the NDCs 
insufficient. Warming by 2.7 degrees Celsius expected
The Emissions Gap Report 20212 accentuates the urgency of 
the situation: it concludes that there is a 50% chance that global 
warming will exceed 1.5 degrees Celsius over the next twenty years. 

Regarding the current climate commitments of the states and other 
mitigation measures, the scientific calculations carried out under 
the UN Environment Programme indicate that the temperature 
will increase by 2.7 degrees Celsius by the end of the century. The 
report further analyses that the existing NDCs are not sufficient. To 
reduce global warming, projected emissions need to be reduced by 
55%. Nevertheless, G20 members do not yet have a plan in place to 
reach their NDCs or Net Zero. However, many national climate plans 
are postponing the implementation of the measures beyond 2030. 
Reducing methane emissions from fossil fuels, waste and agriculture 
could help fill the emissions gap and provide for a short-term limiting 
of global warming. Provided the rules are clearly defined, carbon 
markets could also help reduce emissions.

The European Union meets its 2020 climate targets
According to the EU Climate Action Progress Report 20213, the 
European Union has exceeded its greenhouse gas reduction target 
for 2020 – which even fell to its lowest level in 30 years. The pandemic 
also led to a year-on-year abrupt reduction in emissions. The report 
provides a relatively comprehensive picture of the evolution of 
emissions in different areas – the EU’s fulfilment of its international 
obligations, the effectiveness of the EU ETS system, the evolution 
of emissions within effort sharing (i.e. emissions outside the EU ETS 
system), the EU’s land use within carbon sequestration, the member 
states’ adjustment to climate change, financing the new measures 
and the EU’s support of its neighbours and developing countries in 
achieving international commitments.
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see faktaoklimatu.cz/akteri-klimatickych-jednani data source: EDGAR (emissions by 2018), World Bank (GDP and population by 2020), Ember (electricity by 2019)
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PA R TIE S  IN  C L IMATE NEGOTIATIONS 
When entering climate negotiations, countries and regions have very different initial positions.

Czech Republic

EU + UK

USA

Small Island Developing States

China

India

Russia

African countries except RSA

Persian Gulf countries

Brazil

Japan + South Korea

Per capita annual
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1) UN Climate change conference UK 2021, Retrieved from: https://ukcop26.org/the‑conference/cop26‑outcomes/

2) UN Environment programme. (2021). Emissions Gap Report 2021, Retrieved from: https://www.unep.org/resources/emissions-gap-report-2021

3) European Commission. (2021). REPORT FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT, THE COUNCIL, THE EUROPEAN ECONOMIC AND SOCIAL COMMITTEE AND THE 
COMMITTEE OF THE REGIONS-Speeding up European climate action towards a green, fair and prosperous future, Retrieved from: https://eur-lex.europa.eu/legal-content/EN/TXT/
HTML/?uri=CELEX:52021DC0960&from=CS
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Some of the infographics used in the EnviLaw 
newsletters have been used with permission 
from Facts on Climate.

Facts on Climate is an independent, non-profit 
organisation that creates high class visuals 
that convey meaning of the data, tested for 
comprehensibility. The project aims not only to 
increase public knowledge on the topic, but also 
to provide quality information for evidence-based 
decision-making. 
 
For more information, please visit 
www.faktaoklimatu.cz.

For its long-term contribution to the 
development of environmental regulation 
in the Czech Republic, the law firm Deloitte 
Legal was awarded the prestigious Czech Law 
Firm of the Year 2021 Award in the category of 
Environmental Law.
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End of Steam Engine 
Few people realise how important a role will transformation in the name of sustainability play for 
society. In our latitudes, the debate tends to revolve around slowing the green wave and remaining 
competitive. However, history shows us that we are in a revolutionary period in which only the most 
sustainable ones will survive. 

In the coming decades, the trend towards sustainability, together with digitalisation, will change our 
society beyond recognition. At the end of the day, it will not matter whether the transformation is 
motivated by ecology, politics, or money. Those who refuse to play the game now will miss out on a 
once-in-a-lifetime opportunity. Comparisons can be drawn with the steam engine operators who, 
in their day, certainly also argued that we must not succumb to the specious arguments of the coal 
barons. In the end, fossil fuels brought us unprecedented wealth, albeit at the cost of irreparable 
damage to the planet. However, for steam engine manufacturers the bell would have tolled in any 
case. 

Fossil fuels are now obsolete − both environmentally and economically. Let us move on and hopefully 
learn from the mistakes of the past. In the meantime, nonetheless, the world has accelerated – what 
once required decades’ worth of time can now be accomplished in a year. That is why it is not wise 
to delay sustainable transformation either. In just a few years, the demands of regulation, society, 
and business have changed dramatically, and this trend is not about to slow down. Our EnviLaw 
newsletter, therefore, summarises the most vital information for entrepreneurs who wish to keep 
their companies up to date. Those who leave the transformation to the last minute will, at best, just 
pay a greater sum of money. At worst, they will face the fate of the steam engine. 
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