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CICERO’s involvment and
motivations

World-leading
provider of second
opinions on green
bonds

http://www.cicero.uio.no/en/
posts/news/green-bonds-
and-environmental-integrity
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Expert Network on Second Opinions

°CICERO

Th[_' Center for International
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What makes a bond green? bcd

BASQUE CENTRE

FOR CLIMATE CHANGE
Klima Aldaketa Ikergai

“The market has grown so fast that
CICERO has just announced a oo International  Institut

. . Institute for  international du
partnership with four other "Sd e et
academic institutions, including
Tsinghua University, to increase

PR STOCKHOLM
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o INSTITUTE

Tsinghua University




A big green thanks from
Issuers...and investors

Reaching out to CICERO is a great first step
- TIAA-CREF

We attracted many new investors...
a BIG GREEN THANKS!

CICERO was able to interpret our
needs as an investor and help us
CICEROQO's second opinion was a understand and evaluate
key part...which has helped the environmental metrics

market diversify with integrity BlackRock
- BlaCKROC

- World Bank
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Climate finance flows in last five years have

been significant despite economic Crisis
TOTAL CLIMATE FINANCE IN 2014

S 391
BILLION

Global climate
finance increased

2011

S 361 Bilon 2012
S 359 siLLon

by 18% in 2014,
2013 more money
New Climate Economy Report $ 331 BILLION than ever

$ 6000 BILLION is needed a year

Source CPI
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Green Bond Market

Corporate and muni bonds make up

a growing proportion of issuance
HE
5 5
=
$40 bn -
@ Bank A
- m L]
@ Corporate =
ABS s 5
$30bn @ Muni P 2
Development Bank : o :
$20 bn
$10 bn
$0 bn —
2012 2013 2014 2015 2016 Source CBI
YTD
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What type of projects could qualify? ( Qresn Sand

renewable energy (including production, transmission, appliances and products);

energy efficiency (such as in new and refurbished buildings, energy storage, district
heating, smart grids, appliances and products);

pollution prevention and control (including waste water treatment, greenhouse gas
control, soil remediation, recycling and waste to energy, value added products from
waste and remanufacturing, and associated environmental monitoring analysis);

sustainable management of living natural resources (including sustainable agriculture,
fishery, aquaculture, forestry and climate smart farm inputs such as biological crop
protection or drip-irrigation);

terrestrial and aquatic biodiversity conservation, (including the protection of coastal,
marine and watershed environments);

clean transportation (such as electric, hybrid, public, rail, non-motorized, multi-modal
transportation, infrastructure for clean energy vehicles and reduction of harmful
emissions);

sustainable water management (including sustainable infrastructure for clean and/or
drinking water, sustainable urban drainage systems and river training and other forms
of flooding mitigation);

climate change adaptation (including information support systems, such as climate
observation and early warning systems);

eco-efficient products, production technologies and processes (such as development
and introduction of environmentally friendlier, eco labelled or certified products,
resource efficient packaging and distribution).
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{ Investors

/

Issuers of Green
Bonds (First
Opinion)

o L/

Green Bond Framework
1. Use of proceeds (definitions)

2. Selection process (governance)

3. Management of proceeds
4. Reporting

f \

N

o

Bond Frameworks
(2nd Opinion)

Reviewers of Green

™\

| Nne
Green Bond

Principles
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QR S po KOMVLINALDAMCEN NORWAY Telphene w47 31202000
lGN ﬁ":ﬂ":‘:"dh"h : PO Box 1240, Vi Faceimie 447 2950 2001
Ry N9 O, Neowy sow@idnony
Haskon Vis gem % W kb oeg
June 2016
KBN GREEN BOND FRAMEWORK
The of this d is % deseribe KBNs Groen Bond Pramewcek buill oo KBN's overall

Lanad

environmental strategy. KBN is & member of ICMA's Green Bosd Principles’ (ORF) and is also siming 1o
coenply with the “Humocnized Pramework for lmpact Reportisg” developed by 1 Mubilteral
Deveslop Banks in December 20155,

The fr: wk baas foer

1. Useof Proceeds

2. Process for Project Bvaleation and Sdedgion
3. Management of Procseds

4. Reporting

. Use of Proceeds

“Eligible Projects” meass 4 selated pool of peojects & ined as dligitie 1 %o this Fr ok
mmuwmm&«.mmzm llglhhojmpmmlhnﬂhu.hm
am-ndduuh_ih-uhdhsuot mmn,nm(-)mdmm’
through redy of fross buildi und energy peododtion, (b) adaptation 1o
o includi in climate-resilient infrastrect e, 0t (<) 10 2 smaller extent (limited
b|ﬂ1p¢mdﬂb-m~munwﬂ.

Eligide Project citegories

Please pefer 10 "KEN Qrees Bondse Supplesentary guidelines for project seladtion, docsssentation and
rupoeting” 2 for detailed criteria and requiretnents of the Eligible Project categories.

*  Remewsble energy () 10 roduce the use of foll fuel, KEN is finascing installat o for
production of renewsble enengy. Photso note that i the installation is part of & sew cosstraction
it will fall under the *Green buildings” categoey.

. WMu)xmnmmmmbmmMm
energy prodection and energy bills for the municipel sector by upgradiog 1o kigher energy
standards or instaling dimate fiendly technology such as heating or control systems.

*  Green buildisgs (2): new bulidings or addtions to buildisgs with an esergy performasce
superior to current energy standard: eding to the supph y guidelines muy qualify foe
KBNS groes lesding rate.

* Waste mmnagensent (2/b): isable waste st isan imp i |
initiative as it both redooss emissions and refurss scuoe resosros 1o the valoe chain. KBEN
fi either new o upgrading of plasts.

' h-ln-n(b/e). jocts includi stainable redevelopment of tionad mnd ofber aress.

* Lew i (n)ubw obon or essieion free public transportation. The
eategory also indudes pedestrian and bicyede lane projects.

* Water and wastewater masagement (B): & robod waler snd sewage bfimstructure &=
i %0 hussdle s 4 exists doe 30 hervier mintall and

Mmﬂ?ﬂ*ﬁn“nﬂqdu“dwﬁﬂw#h

addition to finascing equipment of handling sludge and contaminated discharge.
. (hudn’mtwe)mmldmmlumght&hmmq
clissate $ and educati

Lt

¥ mmmwmwm-mfwmm

3 hittp:/ /treasury. mwmammwwm;a
g/ fwww

2. Process for Project Evaluatios and Selection

Fee u praject 10 be incloded in the Eigille Projects pool, it shall comply with o) the cutigories listed in
section + above snd i the “KBN Oreen Bonds: Supplemenstary guidelines for project selection,
documentation and reporting”, b) the Manicpality’s Envircomental Plen and ¢) Norway's Tntesded

documents indicnting the Project’s estisated envin ahall be p —“‘Amo

mhmmmm.wmwymmnmw
Croen Projects are entithed to KBNS Qreen Lending Discoust and inchaded in the benk’s portfolio of Green

Projects.
Green Bond Project Selection Process Flowchart
Applications [p—
-l~ : mm::

Aamociation
KEN Gudelres a8 lald down by the Boerd of Ditecton

3. Management of Proceeds

An sxscunt equal 10 the net proceeds of the e of the Notes will be credited 10 special budget seeoust
that will sepport KEN lending foe Eligible Projects, acconding to section 3 in the GBP. XEN will carefully
seanige the balancs between green funding cutstending snd green lending to xake sore the grees funding

s disbursed in & timely mmm“hmlnndum”wm
B , mefinessng of selected projects with particulady high esvirosmental or clisate benefits is
considared ifin line with this framework.

4. Reporting

To exable investors to follow the development and provide inalght 200 peioritiaed srees KEN will provide
an annusl SRI repoet Baked to the annuel finencial results report. The SRI reporet will incdude & section oo
the progrea of the Gress Bood progoam. KEN will sleo keop the dediated Qress Eond webpages
ccatinuously updated with; 1) & ket of projects financed, 2) & selecticn of project examples "Gress Bood
Stories” and; 3) & summary of the KEN Green Bosd development incoding statistios on cur Gress Project
portfolio with spact reporting, siming 10 comply with the isuer group’ “Harmanised Pramework for
Tipeest Reporting” (Dee 2015).

KEN has appointed an advisary bowrd, “The Grees Commsittes”, whose ssndate will be 1o provide advice
and guidescs in matters pelated 10 the Bank's Green Bood Prumework. The committes will primarly dow
on external expertiee in related flakds, but will slso inclode members of the KEN staff Our Green Bond
process will be audited by KENs internal suditor, curvently XPMO.



Project Identificati | World Bank ' Green Bond
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Source: World Bank Group
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Flexible Frameworks vs.
Standards

How to capture that both science and green bond market
are dynamic in nature?

Could issuer specific frameworks be combined with
international and regional standards with more fixed
definitions (building standards etc.)?
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Review of
Green Bonds

59% - 66% of green bonds have
received an external review

$50 bn

I No review
$40 bn ' External review

$30 bn
$20 bn
$10 bn
$0 bn I

2013 2014 2015 2016
YTD

www.climatebonds.net
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Review, Verification,
Certification, Rating

~ No external review
= CICERO

= DNV GL

8 %
Sustainalytics

49 % = Vigeo
= OEKOM

10 % - EY
= KPMG

m Other

16 %

* 15 percent certified their
green bonds
against CBI standards
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Second Opinion Process

Issuer’s information

* Green bond
framework

* Sustainability
reports

* Information on
selection &
reporting

The
Green Bond
»" Principles

CICERO’s assessment criteria

* Use of Proceeds
* Technologies and project types
e Consideration of macro-impacts
* Management of proceeds
Clarifications ° ©overnance
* Project selection and evaluation
* Transparency
* Reporting

¥

CICERO recommendations and rating

Medium green Dark green
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Shades of Green

Projects and solutions that realise the long-term vision of a low-carbon
and climate-resilient future already today. Typically, this will entail zero-
emission solutions and governance structures that integrate
environmental concerns into all activities. Example projects include
renewable energy projects such as solar or wind.

Do the selected
project

Categorles meet Medium green Projects and solutions that represent steps towards the long-term

. vision, but are not quite there yet. Example projects include sustainahle
expecta’“ O nS for buildings with good (but not excellent) energy efficiency ratings.

- Light green Projects and solutions that are environmentally friendly but are not by

a IOW Carbon themselves a part of the long-term vision. Example projects include

energy efficiency improvements in fossil-based industry that result in

and CI I m ate' short-term reductions of greenhouse gas emissions, and diesel-fuelled
i buses.
resilient future?

Projects that are in opposition to the long-term vision of a low carbon
and climate-resilient future.
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Typical questions CICERO
asks

What are the issuer's climate and environmental polices (goals) and achievements

To what extent are projects that includes fossil fuel elements eligible under the framework?

Does the issuer have any policies that make sure that mitigation and adaptation activities are
well coordinated?

Will there be assessments of projects that include rebound effects and lifecycle analysis?

Any policies towards subcontractors?

Eligible Projects are selected by whom? To what extent are climate and environmental
expertise involved in the selection?

What kind of information will be available to investors and the public and how?
Will there be any impact reporting?
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Shades of Green by Project Type
12

Light
B Medium
W Dark
1 I
a

Renewable Energy Clean Climate Efficient Water AFOLU Waste
Energy Efficiency Transportation Adaptation Buildings Management Management

[y
[s=)

[aa]

[y

o

Number of CICERO Shades of Green Second Opinions

o8]

Project Category

Figure 4. Number of CICERO second opinions by Shade of Green for each project type
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Emerging Best Practice

* Improved internal dialogue
between finance and
environmental experts

* Increased focus on supply chains

* Impact reporting —beyond
emission reductions

Looking forward: further harmonization or regionalization
of second opinions and standards?
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www.cicero.oslo.no/greenbonds

Harald Francke Lund
Senior Advisor
Climate Finance

CICERO
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