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SUSTAINABLE FINANCE

Year-to-Date Update

GLOBAL SUSTAINABLE DEBT ANNUAL ISSUANGE AUSTRALIAN SUSTAINABLE DEBT ANNUAL ISSUANCE

AAccording to Bloomberg New Energy Finance, US$205.5bn of sustainable debt was AA$7.4bn of sustainable debt was issued in the Australian market in the year ending 28
issued in the year to date (Feb 2022), this is slightly lower compared to US$217.5bn  February 2022, over double the amount issued during the same period in 2021.

Issued during the same period in 2021. ASustainability bonds made up the majority of debt issued with a total volume of
AGreen bonds continue to be the most popular format accounting for ~45% of total A$5.9bn. The main issuers of these bonds were government entities and

sustainable debt issuance, followed by sustainability bonds comprising ~19%. supranationals.

1800 1,687.9 60

1600

50

1400
c *
8 1200 5 40
D <
v v
g 1000 g
0 a 30
= 800 767 3 - 24.2
c c
5 582.3 5 .
£ 600 € 20
< . < 15 7

400 316.1 12.0
243.9 — 205.5 10 7.1 7.4
“m 0B n —
.- . .. o
2016 2017 2018 2019 2020 2021 2022 YTD 2016 2017 2018 2019 2020 2021 2022 YTD
m Green Bond m Green Loan Social Bond m Green Bond m Green Loan Social Bond
B Sustainability Bond W Sustainability Linked Bond B Sustainability Linked Loan B Sustainability Bond B Sustainability Linked Bond ® Sustainability Linked Loan

Source: BNEF Sustainable Debt Tool — February 28, 2022
*RBA AUD/USD historical monthly exchange rate — February 28, 2022



SUSTAINABLE FINANCE IS EVOLVING

SOCIAL BONDS? AND SOCIAL LOANS*

GREEN BONDS' AND GREEN LOANS?

Debt instruments labelled as green bon
or green loans, with proceeds earmarke
02 FAYlIYOSKNBTAYL
expenditures that delivepositive
environmental benefits

\

Debt instruments labelled as social bo
or social loans, with proceeds earmarke
DS torBuMeBr&figafice hihRtLES €nipd
expenditures that delivepositive socie
economic outcomes

/

SUSTAINABILITY BONDS & LOANS®

Proceeds earmarked to finance/refinanceambination of
green and social projects that deliver positive
environmental benefits andgociceconomic outcomes

Other proceeds based deal types:
A Green Securitisation

A Green Funds

A Green CP

A SDG Bonds

A Green Hybrids
A Social RMBS
A Social Hybrids

I k! t Graen Oaan Principles
Gr@en Bond Principles
I k! t Bazial Domn Principles
Bdeial Bond Principles
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SUSTAINABILITY LINKED LOANS® AND BONDS
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Instrument and/or contingent facility (such as bonding line, guarantee line or letter of credit)
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performance objectives.

The use of proceeds in relation to a SLL or SLB is not a determinant in its categorisatiol

O3S

most instances, sustainability linked loans will be useddaeral corporate purposes

Other behaviour based deal types:
A Sustainability Linked Derivatives
A Sustainabilityinked Trad@nd Supply Chain Finance

5. L/ a Butainability Bond Guidelines
6. [a! k! t][ a! Sugtdnalilify Link€d oan Principles
7. L/ a Butainabilithinked Bond Principles



https://www.lsta.org/content/green-loan-principles/
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/green-bond-principles-gbp/
https://www.lsta.org/content/social-loan-principles-slp/
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/social-bond-principles-sbp/
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/sustainability-bond-guidelines-sbg/
https://www.lsta.org/content/sustainability-linked-loan-principles-sllp/
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/sustainability-linked-bond-principles-slbp/

SOCIAL LOANS & SOCIAL BONDS

Use of proceeds based

Social Loans/Bonds are any type of financing instrument where the proceeds will be exclusively applied to finafinameaexisting eligiblésocial ProjectsSocial Projects directly
alm to address or mitigate a specific social issue and/or seek to achieve positive social outcomes especially but melydeclasiefined target population(s).

SOCIAL LOAN & BOND PRINCIPLES - THE 4 CORE COMPONENTS

1. Use of Proceeds 2. ProFess for Project Evaluation &
Selection

The client should clearly

All eligible Social Projects should

: . . . communicate their selection an internal governance process
provide clear social benefits, which : . . .
: . process, social objectives, eligibility through which they can track the
will be assessed and, where feasib o . .
.. . criteria, and any complementary allocation of funds towards Social
guantified by the client. ) . .
information. Projects.

Preissuance external review is

recommended which may be

AVerification: alignment with internal
standards or claims.

ASecond Party Opiniarpre-issuance
external review of Framework and
transactions for alignment with
SLB/SLP.

The client should make and keep
readily available up to date
Information on the use of proceeds t
be renewed annually until fully
drawn/allocated, and as necessary
thereafter in the event of material
developments.

4 LMA/APLMASacial Loan PrinciplekCMASocial Bond Principles

3. Management of Proceeds

The client is encouraged to establis

X & %

FOOD SECURITY AFFORDABLE HOUSING SOCIOECONOMIC
ADVANCEMENT &
EMPOWERMENT
A
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EMPLOYMENT GENERATION ACCESS TO ESSENTIAL AFFORDABLE BASIC
SERVICES INFRASTUCTURE

Example target populations: AUnderserved, owing to a lack

A Living below the poverty line  ©f quality access to essential

A Excluded and/or marginalised goods and services

populations and/or AUnemployed
communities AWomen and/or sexual and
A People with disabilities gender minorities
AMigrants and/or displaced ~ AOther vulnerable groups,
persons including as a result of natura
A Aging population and disasters
vulnerable youth AUndereducated


https://www.lsta.org/content/social-loan-principles-slp/
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/social-bond-principles-sbp/

SUSTAINABILITY LINKED LOANS & BONDS @D E

Behaviour based

Sustainability Linked Loans/Bonds are general corporate purpose financings which incentivise borrowers/issuers to adniaemahitious, predetermined and externally verified
sustainability performance improvements through the life of the facility as determined by performance against materiallkatgowious and credible SPTs.

SUSTAINABILITY LINKED LOAN PRINCIPLES — THE 5 CORE COMPONENTS

2. Calibration of Sustainability Performance

3. Loan Characteristics

1. Selection of Key Performance Indicators (KPls) Targets (SPTs)

Ayt La &aK2dzZ R 60S YFGSNRIE G2 _ _ | _ o
sustainability and business strategy, and address ASPTs should be set in good faith and remain ALoan: economic outcome is linked to whgther the
relevant environmental, social and/or governan relevant (so long as they apply) throughout the selecte_d predefined SPT(S) are met, typically a
6a9{Dé0 OKItfSy3asa 2F (KS of the loan. N o way adj_ustm_ent mechanism. |

ALoan: 3 to 5 KPIs to demonstrate comprehensive ASPTs express t.he level of ambition the client IS ABond: financial and/or structural outcome linked
coverage of material sustainability issues. Bond: ready to commit to and should encourage positi to whether the selected SPT(s) are met on a test

date, typically a coupon variation.

typically 1 to 2 KPIs.

change.

4. Reporting

5. Verification

AThe client should keep readily availabletopdate AThe client should seek independent and external
iInformation sufficient to monitor performance of verification of performance level against each S
the SPTs and to determine that the SPTs remain for each KPI, at least annually.
ambitious and relevant. AVerification in the form of a Second Party Opinic

ASuch information should be made available at IS strongly recommended to demonstrate

least once per annum. ambition and maximise credibility.

5 LMA/APLMASustainability Linked Loan Principl&SMASustainability Linked Bond Principles



https://www.lsta.org/content/sustainability-linked-loan-principles-sllp/
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/sustainability-linked-bond-principles-slbp/

DEVELOPING KPIS & SPTS

Materiality & Ambition

In an SLL and SLB, the borrower is incentivised to improve their sustainability performance through the life of the ihesunm@nedefined sustainability performance targets (SPTs),
which are measured against material Key Performance Indicators (KPIs).

)
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KEY PERFORMANCE INDICATORS

The credibility of the sustainability linked debt market hinges on the selection of
appropriate KPIs and SPTs. Key to this is avoiding use of KPIs that are not material and SPT

that are not credible or ambitious and may attract greenwashing claims.
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a 2 2 R A @atexiality lens is key to assessing the credentials of sustaindisikgd debt instrumentsSASBAateriality Finder



https://esg.moodys.io/insights-analysis-reports/a-materiality-lens-is-key-to-assessing-the-credentials-of-sustainability-linked-debt-instruments
https://www.sasb.org/standards/materiality-finder/find/

SUSTAINABLE FINANGE FOR SOCIAL INFRASTRUCTURE

Case studies
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Reliance Rail PPP achieves financial close on a new
green sustainability linked loan (GSLL) to fully
refinance its existing bank debt facilities.

Transaction AUD%$1.8bn Climate Bonds certified GSLL
closed in February 2022.

Eligible green projecttow carbon transport.

KPIs/SPTdour metrics including Infrastructure
Sustainability Council (ISC) Operations Rating score,
energy intensity of the AMC and Waratah Trains, solar
PV generation at the AMC, and operational water
consumption.

NAB acted as Joint Sustainability ©wdinator and
Lender.

DNV provided Second Party Opinion and verification.

MORRISON & CO

A Alternative asset manager Morrison & Co has closed
the first New Zealand sustainability loan for NZ
Schools Il PPP.

A The NZ Schools Il PPP was established in 2017 to
design, finance, construct and maintain, for 25 years
following construction, five new schools in Auckland,
Hamilton and Christchurch.

A TransactionNZD183.2m &ear sustainability loan
closed in February 2022.

A Details:project-specific factors including building
energy efficiency, waste management, green building
standards, water management and social features
such as high quality, inclusive learning environments
for students, access to local residents for community
use, and dedicated satellite classrooms for students
with disabilities.

A DNV provided thirgparty opinion and verification.
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the healthcare sector (at the time), and the largest
project finance green/social loan in Australia.

Transaction AUDZ2.2bn 4/ear sustainability loan
(green and social) closed in July 2021

Eligible green projectsgreen buildings. RAH is the

first large hospital complex in Australia to secure a
four-star greenstac K S f 4 KOF NB dal & «
the Green Building Council of Australia (GBCA), based
on sustainable design and construction, as well as its
operations, fitout and positive impact on staff and
patients.

Eligible social projectsaccess to essential services
(healthcare).



https://celsus.net.au/news/royal-adelaide-hospital-signs-up-for-worlds-largest-healthcare-sustainability-loan/
https://static1.squarespace.com/static/5d846c592d35f2767da82aae/t/621d55f6c7bed324b02ce931/1646089719970/Reliance+Rail+Green+Sustainable+Linked+Loan+media+release+1+March+2022.pdf
https://hrlmorrison.com/news/morrison-and-co-achieves-first-nz-sustainability-loan-for-schools-facilities/

