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Outline

* |, me, mine —who am | and what is CICERO?
* CICERO/ENSOQO'’s second opinions — what are they?

* The future — what to expect?
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We have a problem!

Pata: CDlAQ/GCP/IPCC{FUSS et al 2014
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Knut H. Alfsen

» Education:
— PhD theoretical physics
— 25 years as economist
* Former:
— Research Director, Statistics Norway
— Director, CICERO
— Research Director, Institute for Energy
— Head Research Director, CICERO
» Current:
— Chief Advisor’s Group, CCICED
— Senior Researcher, CICERO
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CICERO

Center for International
Climate Research

Independent non-profit climate change research center

» Approximately 70 people
* Located in Oslo, Norway
» Trans-disciplinary climate research:
— Climate system
— Climate economics & finance
— Climate policy
— Climate solutions
°CICERO 5




CICERO’s motivation for ’doing climate

finance”
‘*’{h.

Creating a bridge from science to
finance through: ..,_,..;_,,

1. Research
2. Platform for Dialogue: CICERO

>
® %
——

o E

omwow Mo S

— "‘\F‘
f’ >
<> ™0 <

L7

R~
—
=
—
—
.
>

Climate Finance Center

S
LTI SS>>

3. Market actions: Green Bonds

Second Opinions

°CICERO http://www.cicero.uio.no/en/posts/news/green-bonds-and-environmental-integrity
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Climate Finance

How can investors better
secure the value of their
portfolios against climate
change risk?

Shades of Cllmate Risk
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Key Messages from Climate Risks report

VAl

* Physical impacts observed In all
regions today with abrupt
conseguences

» Likely to continue In next 10-20
years, regardless of the scenario

» 2°C Is not the most likely scenario
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Climate finance research

Some examples:

» Leveraging private capital
* |nvestor motivations

“ * Soll remediation finance
e - Disinvestment in fossil fuels

Pawi & conank growth and onergy warkat

Background Report on
Long-term Climate Finance

eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee
by CICERO and Climate Policy Initiative
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There was abroadrange  Green bond issuance by region
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Green Bonds: What 1s Green — Who Declides?

Voluntary Principles Funds & Indices
| NE STANDARD
Green Bond &POOR’S

€

Principles
Recommends external review % BARCLAYS MSCI

Standards

Second Opinions

°CICERO
OSI0 Climate Finance

L0 B

Require independent second
°CICERO opinions



Expert Network on Second Opinions (ENSQO)
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http://www.sei-international.org/

CICERO Second Opinions on Green Bonds

CICERO/ENSO have - :
orovided Second Opinions to 28 Second Opinions with shades of

almost 60 Issuers green
since 2007

Key words: Low cost and
flexibility while preserving
Integrity

M dark

~ medium
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Environmental Finance:
Cicero Is biggest second opinion provider in 2016

Second Total Value of Number of |Value of new Number of
Opinion issuances for second |issuancesin |second opinions |new
Provider opinions provided 2016 provided in 2016 |issuers

over 2016 ($billions) ($billions)

Cicero 14.106 10

Sustainalytics 11.234 10.728 19
Vigeo-Eii 2 3391 :

Oekom 6.301 10 1.850 3

[

DNV 0.640 4 0.592 3
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The role of Second Opinions

Investors

Issuers of Green B Reviewers of Green
Bonds (First . 2 Bond Frameworks
Opinion) (2nd Opinion)

.

Green Bond Framework

1. Use of proceeds (definitions)

2. Selection process (governance)
3. Management of proceeds
|

°CICERO . Reporting



KEBN
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Green Bond Framework

Four sections:

1.Use of Proceeds

2.Process for Project
Evaluation and Selection

3.Management of Proceeds

4.Reporting & verification

Supporting documents

*CICERO

June 206
KBN GREEN BOND FRAMEWORK

The purpose of this document is % describe KBNs Groen Bond Framework buill oo KBN's overall
environmental strategy. KBN is & member of ICMA’s Croen Bond Principles’ (GRF) and is also siming 1o
coenply with the "Huemcaized Pramework for Impact Reporting” developed by 11 MuliSlateral
Development Banks in December 2015%,

The framework s fodr composents:

Use of Proceeds

Process for Project Evaleation and Sdedtion
Manasgement of Procseds

Reporting

bp P -

L. Use of Proceeds

“Eligible Projects” messs a seloted pool of projects determined as ligilide acoeding %o this Framework.
Projects might be funded in whole or in part by KEN. Blighde Projects promote the Transitions 1o & low-
cirbon and climate resilient Poblic Sector. Such projects may target (o) mitigation of dimate Gange
through reduction of emissions froes bulldings, traesgortation and energy prododtion, (b) adaptation 10
clssate change, including investiments in dimate-resilient infrastrocdture, o (<) 10 2 smsller extent (limited
30 105%), projects related 10 a setaizable enviroament on o loce] sode.

Eligide Project categories

Please pefer 10 "KEN Crees Bonedse Sepplessentary guidelines for project selection, docsssentation and
reporting” 2 for detailed critersa and requiretnents of the Eligible Project calegories,

*  Renewsnble energy (n): 10 rodoce the use of ol fuel, KEN is finsscing installet o for
production of renewshle energy. Photse note that i the instaliation is part of & sew cosstredtion
it will Sl under the “Creen buildings” cutegocey.

*  Energy efficiency (a): KBN is promoting projects aiming to lkower both essbesions from
energy prodection and eneryxy bills for the municipel sector by upgrading 10 kigher energy
standards or installing dimate frfendly technology such as hesting or contred systems.

*  Green buildisgs (2 ): new bulliings or additions to buildings with an ssergy performasce
superior to current energy standards scooeding to the supplementary guidelines may qualify foe
KBNS groes lesding rte.

*  Waste munagement (2/b): seteinable weste mansgrasent is an important environssental
initsative as it both redooss emissions and rfurns souoe resosross 10 the veloe chain. XBEN
finances either new or wpgrading of plasts,

*  Land use (b/c) projects induding sustainable redevelopment of recrwationsd snd ofber aress,

*  Low-carbon transportation (a): Jow emieicn or essbeion free public transportation, The
category slso indudes pedestrian and bicyce lane projects.

* Water snd wastewnter massgement (B): & roboal watler sod sewage fmstrocture =
important 10 hasdle incressnd pressure on existing systems doe 30 heavier manfall and
popelation growth. Projects include replacieg and upgradiog of waler snd sewage pipes in
sddition to financing equipment of handling sludge and contaminated discharge.

*  Chmate change adaption (b/c): natuml disester warning systems, ndslide security
systems, clsate nesesrch and edacation programs.

P Mp S wwniemagroop. ong Regulatory -Policy-and -Market - Praction/ grees- bonds/ green -Lond-
principles/

 http:/ Moressury workdbunk omg/and/ pdf/ Informationoslmpect Reporting pof
3 e/ fwww omamasalban ken o) greencritersa

2. Process for Project Evaluation and Selection

Fee & project 10 be incloded in the Eligible Projects pood, it shall comaply with o) the cxtegories listed in
secticn 1 above and i the “KBN Oreen Bonds: Supplementary goidelines for peoject selection,
documentation and reporting”, b) the Municpality’s Envircnmental Plen and ¢) Norway's Tntesded
Neticaally Determined Contributicns (INDCs) scconding 10 the Parss Agreement. Apphcants are required
10 dechure eligibility by filling in & desigeated sotion in the koan document. Additionally, relevent
documents indicnting the Project’s estisated envirommentel performance sball be provided. A project’s
eligibility & sesessed by the Landing Department and approved by twe Climate comtrollers. Appeoved
Green Projects are entithed to KEN's Green Lending Discount and incladed in the benk’s portfolio of Green

Projes.
Green Bond Project Selection Process Flowchart

Reguutiors
«  Nowegen Law
o KBN Andies of Assocision

Green Projact Portfollo R e <
3. Managemsent of Proceeds

An sxscunt equal 10 the net proceeds of the e of the Notes will be credited 1o special budget sccoumt

thet will sepport KEN lending for Eligible Projects, acconding 1o section 3 in the GEP. XEN will carefully
seanige the balance betwesn green funding cutstending snd green lending to xake sore the grees funding

B disbursed in & tisely manner. KEN size o divect the predominast part of net procseds 1o mew projects.
Rowever, mfinancng of selected poojects with particulady high esvironmental or climate benefits is
considered if in line with this Passework.

4. Reporting

To exable invinors to follow the development and provide insight 290 prioritized srexs KEN will provide
an annusl SRI report Baked to the annusl financal results report. The SRI report will indude & section cn

the progrea of the Gress Bond progeam. KEN will aleo keep the dedicated Qress Bond webpages
continuously updated with, 1) & it of projects financed, 2) & selection of project examples "Oress Bond
Storien” and, 3) & summary of the XEN Green Bond development incoding statiatics oo cur Grees Project
portfolic with spact reporting, siming 10 comply with the issuer group’ “Harmonized Pramework for
Ipet Reporting” (Dec 2015).

KEN has sppointed an advisory bownd, “The Gress Comnittes”, whose ssndate will be 1o provide advice
and guidence s matters related 1o the Bank's Green Bood Pramework The committes will primarily dow
on external expertise in related flakds, but will s inciode members of the KBN steff Our Green Bond
procsss will be audited by KENs internal saditor, curvently XPMO.

o KBN Gadelres o laid down by the Boerd of Dhlectons



Standard structure of a second opinion report
(~10 pages)

 Summary and recommendations (a concise overview for investors)
* Introduction and background (aim and approach of the second opinion)
 Disclaimer (CICERO is not liable for specific project validation)
» List of documents and brief description of the green bond framework
» Assessment of framework in terms of
v Strengths
v'Weaknesses
v Pitfalls (areas where issuer should be aware of potential challenges)

« References
°CICERO



Eligible project
types

°CICERO

Center for International

Specific requirermnents

Likelihood of Mewting Objective

Climate and Environmental
Research - Oslo

Fegd
WA RS R R
INETITLTE & ENERCY ERIRONRRENT Snad ECORaCHY
TRINCHLLA, LT TY

Energy efficient
commercial and

Mew construction and renavation of

existing buildings meeting one of two

following standards:

Chinete Green Building Label
[minimurn 2-5tar far Gresn
Cegign Building Label ar Green
Building Operation Label]
LEED [minimurm “Gold™),

Or arry othes pguivaient green
building label, that = an
equndalent of the standand 2=

Ao

Mew construction must additianally have

Energy $aving f perfarmance data

eidenced through 3nd party enengy

regorty, or eguivalent sources and

provwide at least:

For neew construction aof
buildings, 15% enengy
performanc® improvement or

preaber

For renowition of exsting
buildings: 30% energy
performanc® improvement,
depending on lstation and ather
justifiable building benedfits

Medium — Dark Green. Those certifications
include asgetts important far energy
efficiency imprasvement and greenbause gas
mutigation, €. g Safbon emissions
calculation. Modern Land (Chinal, as the
pacesptter of energy efficiency buildings in
Chira, has already established intermal
provedures for optimizang the energy
TysbEms, With carbon emilsions as one of
the major ponsiderstions in imestrment
dedzion mazing. Howewer, the highest

passible ratings &fe not ahvays sought by
Modern Land [China).

residerntial
Buildings
f = = )
Second Opinion’ on
)
Modern Land’s Green Bond Framework
Based on the overall assessment of the project types that will be financed by the green bond and
governance and transparency considerations, Modern Land’s Green Bond Framework gets a Medium
Green shading. We recommend that Modern Land (China) seek the highest building certification ratings
possible to further support climate-friendly buildings.
Researth and

deve coment on
energy efficiency
de<ign and

testhinol agies for

Rousing and

*CICERO

construttion

bledium Gresn. Research and develapment
an energy efficency design and
technologies will indirectly Taciitate the use
af such technolagies in the building and
Tadlitate enengy effitenty imaravement

and GHG mitigation. Thete project types are
imiibed to 109 of the bond financing.
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CICERO'’s Second Opinion Process

Issuer’s information

« (Green bond
framework

« Sustainability
reports

 [nformation on
selection &
reporting

The
Green Bond
y' Principles

CICERO’s assessment criteria

 Use of Proceeds
v' Technologies and project types
v' Consideration of macro-impacts
 Management of proceeds
Clarifications *© ©overnance |
v Project selection and evaluation
v' Transparency
v" Reporting

CICERO recommendations and rating

Medium green Dark green
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Dark green Implementing the long-term solutions

CICERO’s
Shades of
Green

Medium green On the way to the long-term solutions
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The Future: Emerging Best Practice

* Improved internal dialogue between
finance and environmental experts

* |Increased focus on supply chains
and life cycle analysis

* |mpact reporting — also beyond
emission reductions

Looking forward: further harmonization or
regionalization of second opinions and standards?
°CICERO



The future: Disclosure recommendations

Governance

*CICERO

Governance
The organization’s governance around climate-related risks and
opportunities

Strategy
The actual and potential impacts of climate-related risks and
opportunities on the organization’s businesses, strategy, and

financial planning

Risk Management
The processes used by the organization to identify, assess, and
manage climate-related risks

Metrics and Targets
The metrics and targets used to assess and manage relevant
climate-related risks and opportunities

TASK FORCE on
CLIMATE-RELATED

FINANCIAL
DISCLOSURES

25



For Discussion: Flexible Frameworks vs.
Standards

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

2. Could issuer specific frameworks be combined with
International and regional standards with more fixed
definitions (building standards etc.)?

*CICERO
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Thank you for your attention!

Knut H. Alfsen
Www.cicero.oslo.no/greenbonds

® cicero klima
O cicero.oslo.no
@ cicerosenterforklimaforskning




