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Part 1 - Safeqguarding the Green
Bond Framework and Environmental
Credentials
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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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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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Expert Network on Second Opinions
ENSO

°CICE

One-stop window for second opinions to the financial
market

Based on CICERQO’s trusted non-profit research-based
approach

Operates independently from the financial sector and
other stakeholders

Global network of trusted research institutions on
climate change and other environmental issues
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http://www.cicero.uio.no/index_e.asp
http://www.bc3research.org/index.php
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2. Selection process (governance)
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4. Reporting

Use of proceeds (definitions)

Management of proceeds
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Reviewers of Green

Bond Frameworks
(2nd Opinion)
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CICERO/ENSO Second Opinions

1. Strengths
2. Weaknesses
3. Pitfalls

4. Shading
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KBN GREEN BOND FRAMEWORK
The of this d is % describe KBNs Groen Bond Framewcek buill co KBN's overall

Laaad

environmental strategy. KBN is & member of ICMA's Green Bosd Principles’ (OBF) and is also siming 1o
coply with the “Humocoized Pramework for lmpact Reportisg” developed by 11 Mubilteral
Develop Banks in December 2015%

The fr: ek dus Sorer

1. Useof Proceeds
2. Process for Project Bvaluation and Sdagion

3. Management of Procseds
4. Reporting

. Use of Proceeds

“Eligible Projects” seass a selmted poal of peojects determined us eligitie 1 % this Fr ok
mwhwhﬂnanmmtmuﬂm”mhmﬂhhﬂw—
m.MdmﬂMN&mmMMmﬂhm(l)maMM’

ugh redy of fross buildi und energy prododtion, (b) adaptation 1o
o change, including invest i limate-resilient infrs v, 0 (<) 10 2 smaller extent (limited
hlohlmdddh-—mbhmmmﬂunw-ﬂ.

Eligitie Project categties

Please refer 10 "KEN Qrees Bondse Supplesentary guidelines for praject seladtion, docsssentation and
rupoeting” 2 for detailed criteria and requi of the Eligible Project categors

*  Remewnble energy () 10 roduce the use of Sl fuel, KEN is finascing installatioss for
production of renewable enengy. Photso note that i the installation is part of & sew cosstraction
it will fall under the "Green buildings” cutegoey.

. Wmu)xmumgmmmbmm—mum
energy prodection and energy bills for the municipel sector by upgrading 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: ding to the supph y guidelines muy qualify foe
KBNS groes lesding rate.

* Waste nmnagensent (2/b): fsable waste et is an img i |
initiative as it both redooss emissions and refurss scuoe resosros 1o the valoe chain. KBEN

finances either new or wpgrading of plasts.
. hdnn(i/e). jects incduding sustainable redevelopment of tictad med other aress.
* e tion (a): Jow emieion or essieion free public transportation, The

mmwmummm
. “n&udmmum'-uonnmm—dm'w-
i 10 hasdlle & exists doe 30 heavier rinfall and

Mmmmmmdu&ﬂdwﬂwmh
addition to finsscing equipment of handling sludge and contaminated dischange.
*  Climate change adaption (b/c): natuml disester warsing systems, landslide security
clssate $ and eduati

L et

¥ WMMWWM-MQ'MWM

* http:/ o btk org and ot nfoematione]mpectRegorting 3t
Preas s hasrm-ariafrren i

L

2. Process for Project Evaluation and Selection

Fee u praject 10 be incloded in the Eigille Projects pool, it shall comsply with a) the cutigories listed in
section 1+ above and in the “KBN Oreen Bonds: Supplemestary guidelines for pooject selection,
documentation and reporting”, b) the Manicality’s Envircomental Plen and ¢) Norway's Tntesded

documents indicnting the Project’s estisated envin ] perfom. aball be provided. A.ms
eligibility & seessed by the Landizg Department and approved by twe Climate cmtroliens. Appeoved
Croen Projects are entithed to KBNS Qreen Lending Discoust and inchoded in the benk’s portfolio of Green

Projects.
Green Bond Project Selection Process Flowchart
Applications Reguussrs.
-l~ : mm::

Aamocietion
KEN Gudelres a8 lald down by the Boerd of Ditecton

3. Managemsent of Proceeds

An sxscunt equal 10 the net proceeds of the aoe of the Notes will be credited 10 special budget seout
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

B disbursed in & thmely KEN aiea 1o direct the predominast part of net p i 1o mew projects.
B , mfinassng of selectod poojects with particulardy high esvirosmsentsl or climate benefits is
considered if in line with this fassework.

4. Reporting

To exable inviestors to follow the development and provide inalght 200 peioritized arets KEN will provide
an annusl SRI report Baked to the annuel finencial results report. The SRI reporet will indude & section oo
the progrea of the Gress Bond progoam. KEN will sleo keop the dedicated 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’ “Harmanieed Pramework for
Tnpeest Reporting” (Dee 2015).

KEN has appointed an advisary bosrnd, “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 nelated fladds, but will slso inclode members of the KEN staff Our Green Bond
process will be audited by KENs internal suditor, curvently XKPMO.



Dynamic approach vs.
Fixed Definitions

Dynamic and flexible approach allows for developments as
science and the market evolves.

A dynamic approach with issuer specific frameworks often
refers to standards (GBP, national and sectorial)

CICERO operates independently of other stakeholders’
influence. This integrity has been valued by the market.

Other second opinion providers focus more on use of
proceeds and transparency than on 'greenness’, and some
include a wider set of social responsibility issues.
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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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Part 2 - Assessing an Issuer’s Green
Bond Framework — 2" Opinions
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Second Opinion Criteria

Bond issuer’s
information

Sustainability and climate
frameworks, definitions,
reporting procedures, etc.

CICERO’s assessment criteria

Objective/project types
Use of proceeds
Project selection (criteria, procedures)
Consideration of macro-impacts
* Trans-boundary impacts
* Rebound effects
Reporting and transparency

4

Unlikely to support climate-
friendly investments

CICERO recommendations and rating (shades of green)

C—

Very likely to support climate-
friendly investments
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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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http://www.cicero.uio.no

/en/publications/
internal/2831
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Shades of Green by Project Type
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Number of CICERO Shades of Green Second Opinions
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Project Category

Figure 4. Number of CICERO second opinions by Shade of Green for each project type
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Insights from CICERO Second
Opinions

 Governance matters

« Stimulates internal
dialogue between
financial and
environmental
experts
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