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Capital Market Funding of ESG Projects

Sbn
1,200 - 1%
2021:
F1091bn
2023e*:
F1041bn
H 2%
1,000 -
$120bn
Legend: LHS $162bn| [10% =
200 B Green $773bn %
M Social o
o
M Sustainability 2020 s124bnl | g, =
H sLB $584kbn g
00 Legend: RHS =
Percentage of all b
mmm  bBond issuances é
that are ESG 2019: - B% §
-
k=
400 A ﬁ,
2018: =
F206bn 4% §
$535bn 5
o
200 2016:
$101bn F 2%
- b T 055
2014 2015 2018 2017 2018 2019 2020 2021 2022 202 3e




ESG Projects are the Remit of Local Government

Use of proceeds based

KPI Linked

Sustalnahillty

# Official ICMA label

environmental projects:

¥ Renewable energy

¥ Energy efficiency (such as
energy storage, smart grids)

¥ Pollution prevention and
control

¥ Environmentally sustainable
management of natural
resources

v Temestrial and aquatic
biodiversity conservation

+ Clean transportation

¥ Sustainable water and
wastewater management

¥ Climate change adaptation

v Eco-efficient products,
production technologies and
processes

¥ Green buildings which mest
recognised standards or

# Official ICMA label
# Proceeds allocated towards 4 Proceeds allocated towards to environmental and social

# Official ICMA label

projects:

+' Renewable energy

¥ Energy efficiency (such as energy storage, smart grids)

+ Pollution prevention and control

+ Environmentally sustainable management of natural resources

¥ Temestrial and aquatic biodiversity conservation

¥ Clean transportation
Sustainable water and wastewater management

¥+ Climate change adaptation

v Eco-efficient products, production technologies and processes

¥ Green buildings which meet recognised standards or cerifications

+ Carbon, capture and storage (CCS)

+ Affordable basic infrastructure (e.g. clean drinking water, sewers
sanitation, fransport)

+ Access to essential services (e.g. health, education and vocational
training, healthcare, financing and financial services)

+ Affordable housing

social projects:

+ Affordable basic infrastructure
(2.g. clean drinking water,
sewers, sanitation, transport)

¥ Access to essential services
(e.g. health, education and
vocational training, healthcare

+ Affordable housing

¥ Employment generation
neluding through the potentia
effect of SME financing and
microfinance

¥ Food security

¥ Socioeconomic advancement
and empowarment

¥ Employment generation including through the potential effect of SME
financing and microfinance

¥ Food security

+ Socioeconomic advancement and empowerment

+  Some issuers try to have both environmental and social

mribnrin maed in the caeas neninaed fameremne adffrined haonidala for

4 Not official ICMA
# Proceeds allocated towards

financing and financial services)

label

Bonds proceeds
supporting carbon
intensive players that
are actively
decarbonizing but have
not yet reached the
“greenness” that
makes these efforts e
eligible to green bonds.
Examples of projects
include:

v Energy efficiency

¥ Carbon, capture and
utilization (CCU)

v Recycled carbon fuels

v Renewable transport *
fuelz of non-biclogical
origin

4 Official ICMA label
4 Bond charactenstics

vary depending on
whether the issuer
achieves predefined
Sustainability
Performance Targets
material to its
business

Some examples of KPls

are: Scopes 1, 2and 3
GHG emissions,
percentage of waste
recycled, percentage of
renewable energy in the
Energy mix, percentage
of female representation
at leadership level, et
The market precedent is
toinclude a coupon step
up after the trigger date



& UK ESG Bond Issuance Update

The UK ESG Bond market has seen the issuance of $9.8bn eq. ESG-labelled transactions in 2023YTD
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Overview of ESG Bond Framework

document

Issuers should explain alignment of their Use of Proceeds Bond with the five below sections in their publicly available Framework

®

@

Use of Proceeds ‘ Process for Project

®

O

Evaluation and Reporting External review
Selection
¢ Determine project categories Evaluation & selection Determine method for Allocation reporting: Pre-issuance: We
¢ Determine project eligibility process allocation of funds from net Description of project recommend issuers appoint
crileria Covemance sinuchure bond proceeds (earmarking categonies funded, amounts an external review provider to
L . i o or ring-fencing) allocated, and geographic assess the alignment of their
¢ |dentify existing and pipeline Environmental / Social risk Volume and fimin of distribution of projects Bond Framework vith [CMA
projects management ; g . Fnciles
T allocations to projects Impact reporting: Key pncip
¢ Estimation of share of new environmental and/or social Postissuance: We
financing vs. re-financing metrics on projects financed recommend that an issuer's
¢ Environmental / Social management of proceeds be
objectives supplemented by the use of
¢ Exclusions an external auditor to verify
the internal tracking and the
allocation of funds to eligible
G55 Projects
Sources: TR
1.  hitps:/’www.icmagroup.org/assetsidocuments/Sustainable-finance/202 1-updates/Green-Bond-Principles- guidelines-sbg/
June-2021-140621 pdf hitps-ifwww.icmagroup. org/sustainable-finance/the-principles-guidelines-and-handbooks/climate-transition-
2. https:ifwww.icmagroup.org/assets/documents/ Sustainable-finance/202 1 -updates/Social-Bond-Principles- finaince-handbook!

June-20021-140821 pdf




Funding Options for Net Zero



Interim Funding Sources for Net Zero

Considerations:
o Funding required during project development and procurement?

e No repayment until project in service?
e Flexible repayment required?
e Floating rate available?

Options:
e Inter-Authority Loans
— Supply varies with liquidity in the sector
e Commercial Paper
— One year or less
— Flexible Repayment
— May or may not be ESG designated



Long Term Funding Sources for Net Zero

Considerations:
o Flexibility in the types of projects funded?

e |s bespoke amortisation available?
e Additional administrative burden?
e Net effective cost of funding

Funding Options Public ESG Flexible Funding for Al After Market
Designation Amortisation ESG Projects Reporting

UK Municpal Bonds Agency
National Infrastructure Bank
PWLB

Private Placements




Summary

@® There is funding available for Net Zero projects
@® Not all funding sources offer equal benefits
@® Focus on the true net cost of funding

@® Do the research to find the best option for your local authority
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