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Foreword

ISO (the International Organization for Standardization) is a worldwide federation of national standards
bodies (ISO member bodies). The work of preparing International Standards is normally carried out
through ISO technical committees. Each member body interested in a subject for which a technical
committee has been established has the right to be represented on that committee. International
organizations, governmental and non-governmental, in liaison with ISO, also take part in the work.
ISO collaborates closely with the International Electrotechnical Commission (IEC) on all matters of
electrotechnical standardization.

The procgdures used to develop this document and those intended for its further maintenance. gre
described|in the ISO/IEC Directives, Part 1. In particular, the different approval criteria needed-for the
different fypes of ISO documents should be noted. This document was drafted in accordance with the
editorial fules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).

Attention|is drawn to the possibility that some of the elements of this document may,be the subject of

patent ri

ts. ISO shall not be held responsible for identifying any or all suc

h patént rights. Detailq of

any patenf rights identified during the development of the document will be in the.Introduction andjor

on the IS

Any trade
constitute

For an e
expressio

list of patent declarations received (see www.iso.org/patents).

an endorsement.

name used in this document is information given for the convénience of users and does ot

planation of the voluntary nature of standards, the 4€ieaning of ISO specific terms and
hs related to conformity assessment, as well as information about ISO’s adherence to the

World Tralde Organization (WTO) principles in the Technical Barriers to Trade (TBT), see www.iso.ofg/

iso/forew

prd.html.

This docujment was prepared by Technical Committee ISO/TC 322, Sustainable finance.

Any feedb
complete

isting of these bodies can be found at www.iso.org/members.html.

ack or questions on this document should be directed to the user’s national standards body. A
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Introduction

The practice of sustainable finance is evolving fast and is being endorsed by an increasing number of
regions, countries and economic entities with different focuses. Given this dynamic, there is a need
to inform users about basic concepts, key initiatives and terms in common use, in order to facilitate
communication among various types of financial market participants and stakeholders across wide
geographic regions.

To complle this document many information sources were rev1ewed These mcluded international,
g i A ial w ultilateral
de /elopment f1nanc1al mstltutlons 1nternat10nal 1n1t1at1ves and orgamzatlons Wthh confribute to
promoting, enabling and harmonizing sustainable finance practices worldwide, academic [literature
anfl related International Standards.

Inglusion in this document demonstrates that a term has been widely accepted @and used in the global
community of sustainable finance. However, its definition has not been formallylendorsed through the
conhsensus-building process used for developing International Standards.

Eafh term includes at least one accessible source for its definition. Sgme terms refer to one or more
reference sources to provide the context for the definition. To improve ease of use, the |isted key
sustainable finance concepts, initiatives and terms are grouped inte five clauses:

—| basic concepts (see Clause 4);

—| principles, guidelines and regulation (see Clause 5);

—| financial products and services (see Clause 6);

—| verification, reporting and disclosure (see Clause 7);

—| international initiatives and organizations'(see Clause 8).

Additionally, the liaison ISO committees of ISO/TC 322 and standalone standards directly [related to
sustainable finance are listed in Annex-A.

© IS0 2021 - All rights reserved v
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Sustainable finance — Basic concepts and Kkey initiatives

1 Scope

This document provides a non-exhaustive list of relevant basic concepts, key initiatives and terms
that are in common use in the global community of sustainable finance, and have been identified by
ISQO/TC 322 as helpful to facilitate a greater understanding of the topics suggested by,siistainable
finfance practitioners, including but not limited to: financial regulators, development arid cqmmercial
bahks, asset managers, investors, international initiatives and researchers.

Thie terms included in this document have been selected because they are:
—| widely accepted and used in financial markets;

—| sourced from supranational organization(s) or initiative(s), or nationahregulatory authofifities;
NOTE With priority given to the source with the larger geographicCoverage.
—| likely to be used in documents from ISO/TC 322 and other related International Standards;

—| of international prevalence and interest.

2 | Normative references

Thlere are no normative references in this document.

3 | Terms and definitions
No| terms and definitions are listed.in'this document.

ISQ and IEC maintain terminological databases for use in standardization at the following addiresses:

—| ISO Online browsing platform: available at https://www.iso.org/obp

—| IEC Electropediaya¥vailable at http://www.electropedia.org/

4 | Basic concepts

Thiis clause’outlines the basic concepts related to sustainable finance. In some instances, one Jource has
begn cited; but in others several sources have been identified as appropriate, e.g. the term “syistainable
finance’* has been used in many ways and this document identifies the four most appropriate
dekcriptions.

© IS0 2021 - All rights reserved 1
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sustainable finance

financing as well as related institutional and market arrangements that contribute to the
achievements of strong, sustainable, balanced and inclusive growth, through supporting directly and
indirectly the framework of the United Nations (UN) Sustainable Development Goals (SDGs)

[SOURCE: G20 Sustainable Finance Synthesis Report, Introduction, July 2018]

the process of taking environmental, social and governance (ESG) considerations into account when
making investment decisions in the financial sector, leading to more long-term investments in
sustainaljle economic activities and projects

[SOURCE| European Commission website. Available from [last accessed 2021-05]: https://ec.eltopa
.eu/info/pusiness-economy-euro/banking-and-finance/sustainable-finance/overview-sustainable
-finance_gn]

applicati¢n of financial services to achieve the goal of sustainability

[SOURCE| PAS 7340:2020, Framework for embedding the principles of sustainable finance in financial
services drganizations. Guide, 2.26]

incorporation of environmental, social, and governance (ESG) principles into-business decisions,
economid development, and investment strategies

[SOURCE] International Monetary Fund. Global Financial Stability Repdrt: Lower for Longer, Chapter
6: Sustainable Finance, October 2019. Available from: https://wwwZelibrary.imf.org/view/books/
082/262(06-9781498324021-en/26206-9781498324021-en-book.X¥ml?language=en&redirect=true
#referenges]

sustainapility
state of the global system, including environmental, social and economic aspects, in which the needs$
of the prgsent are met without compromising.theability of future generations to meet their own
needs

[SOURCE]| ISO 20400:2017, Sustainable procurement — Guidance, 3.33]

Further detail:

— The g¢nvironmental, social and economic aspects interact, are interdependent and are often
referfed to as the “three dimensions of sustainability”.

— Sustdinability is the goal of sustainable development.

Sustainaple Development Goals (SDGs)
The blueprintto achieve a better and more sustainable future for all. They address the global
challengds we f. including those rel verty, in lity, clim han nvironmental
degradation, peace and justice.

[SOURCE: UN SDGs website. Available from [last accessed 2021-03]: https://www.un.org/sus
tainabledevelopment/sustainable-development-goals/]

Further detail:

— The 17 goals are all interconnected and, in order to leave no one behind, it is important that all of
them are achieved by 2030.

2 © IS0 2021 - All rights reserved
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sustainability taxonomy

classification system identifying activities, assets and revenue segments that deliver on key
sustainability goals based on the eligibility conditions set out by the taxonomy

[SOURCE: PAS 7340:2020, Framework for embedding the principles of sustainable finance in financial
services organizations. Guide, 2.24]

Further detail:
Docigunad ac o Foonararaly ot o ool acictin o (o d Coob o) dofiitt oot o S aond 1o o ariet Of
U\,Jlsll\,\«l Ao Ad ITTJUITICVVUIIN UIILU VVIIIUIT \,AIOLIIIS L(,lllu Iruturl \,J UCITITIVIVIIO LITdlU dI'v UoLtuUuIIirda y

contexts can be mapped, enabling comparability of different standards and products.

— Ataxonomy is a framework that can be applied to a variety of financial instruments.

— The classification system is an evolving tool that requires continuous reviewand updatipg.

green finance

filllancing of investments that provide environmental benefits in thé.\broader context of
erjvironmentally sustainable development

[SOURCE: G20 Green Finance Study Group. G20 Green Finance Synthesis Report, Summary, July 2016.
Available from: http://www.g20.utoronto.ca/2016/green-findnce-synthesis.pdf]

fimancial services provided for economic activities that.are supportive of environment imprgdvement,
cljmate change mitigation and more efficient resourge utilization

[SOURCE: The People’s Bank of China et al. Guidelines for Establishing the Green Financial Syst¢m
(Yinfa 2016 Doc No. 228), 2016. Available from;http: //www.pbc.gov.cn/english/130721/3133045/
index.html]

Further detail:

— These economic activities includ€.the financing, operation and risk management for projects in
areas such as environmental protection, energy savings, clean energy, green transportation and
green buildings.

cljmate finance

lofal, national or.transnational financing—drawn from public, private and alternative sourcgs of
fipancing—thatseeks to support mitigation and adaptation actions that will address climate change

[SOPURCE: UNFCCC Website. Available from [last accessed 2021-03]: https://unfccc.int/topics)/climate
-finance/thetbig-picture/introduction-to-climate-finance]

social finance

financing that supports actions mitigating or addressing a specific social issue and/or seeking to
achieve positive social outcomes especially but not exclusively for a target population(s)

[Adapted from source: ICMA. Sustainable Finance High-level definitions, May 2020. Available from:
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Sustainable-Finance-High
-Level-Definitions-May-2020-110520v4.pdf]

© IS0 2021 - All rights reserved 3
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microfinance

Loans, savings, insurance, transfer services and other financial products targeted at low-income
clients.

[SOURCE: Wegner, L. (2006), "Microfinance: How Bankers Could Buy Back Their Soul", OECD
Development Centre Policy Insights, No. 31, OECD Publishing, Paris, https://doi.org/10.1787/
244828638578

blended finance

the stratggic use of development finance for the mobilisation of additional finance towards
sustainaljle development in developing countries

[SOURCE| Wegner, L. (2006), "Microfinance: How Bankers Could Buy Back Their Soul”H OECD
Developnpent Centre Policy Insights, No. 31, OECD Publishing, Paris, https://doi.org/10.1787
2448286B8578]

official development assistance (ODA)

government aid that promotes and specifically targets the economic'development and welfare of
developing countries

[SOURCE| OECD website. Available from [last accessed 2021-03]: https://www.oecd.org/dac/
financing-sustainable-development/development-finance“standards/official-development-assistande
Jhtm]

Further detail:

— ODA |s flows to countries and territories on‘the DAC List of ODA Recipients and to multilateral
development institutions that are: a) provided by official agencies, including state and local
governments, or by their executive agencies; and b) concessional (i.e. grants and soft loans)
and ddministered with the promotion of the economic development and welfare of developing
counfries as the main objective.

— DAC List of ODA Recipients: https://www.oecd.org/dac/financing-sustainable-development/
development-finance-staiidards/daclist.htm

ESG invepting (respensible investing)

strategie$ and practices that incorporate material ESG factors in investment decisions and active
ownership withra view to minimize risks and maximize returns

[SOURCE| IEMA. Sustainable Finance High-level definitions, May 2020. Available from: https://www
.dcmagroup.org/assets/documents/Regulatory/Green-Bonds/Sustainable-Finance-High-Level
-Definitions-May-2020-110520v4.pdf]

Further detail:
— ESG stands for “environmental, social and governance”.

— There has not been a standardized approach to evaluate ESG performance of investment
portfolios, although ESG ratings, benchmarks and indices are used by investors.

» o«

— Some ESG investing methodology includes “best in class/positive screening”, “negative
screening/exclusionary screening”, “sustainable thematic investing”, etc., see: https://www
.sustainablefinance.ch/en/glossary-_content---1--3077.htm]

4 © IS0 2021 - All rights reserved
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ESG integration

explicit and systematic inclusion of ESG issues in investment analysis and investment decisions

[SOURCE: PRI website. Available from [last accessed 2021-03]: https://www.unpri.org/fixed-income/
what-is-esg-integration/3052.article]

L] 1L 1.1 - " I dal ot Y
S Cldlly TCOPUILSIUIC HIVESUIICIILU (ORN])

inyesting with the aim of achieving financial returns while respecting specific ethical, edvir¢gnmental
arjd/or social criteria

[SDURCE: ICMA. Sustainable Finance High-level definitions, May 2020. Available from:https://Ww
Jddmagroup.org/assets/documents/Regulatory/Green-Bonds/Sustainable-Finance<High-Levél
-Definitions-May-2020-110520v4.pdf]

<

impact investment

infestment made with the intention to generate positive, measurable social and
erfvironmental impact alongside a financial return

[Adapted from source: GIIN website. Available from [last.accessed 2021-03]: https://thegiin.¢r
impact-investing/need-to-know/#what-is-impact-investing|

grneen technology (environmental technology)

terhnology that has the potential to significantly improve environmental performance relatiye to
other technology

[SPURCE: UN ESCAP. Low Carbon Green Growth Roadmap for Asia and the Pacific: Fact Sheet - |Green
Tdchnology, January 2012. Availablefrom: https://www.unescap.org/sites/default/files/34.%420FS
-Qreen-Technology.pdf]

gneenwashing

thie practice of gaining an unfair competitive advantage by marketing a financial product as
erfvironmentallyfriendly, when in fact it does not meet basic environmental standards

[SOURCE:Technical expert group on sustainable finance (TEG). Proposal for a Regulation of the
Eyropean~Parliament and of the Council on the establishment of a framework to facilitate sustaipa-

ble investment — Approval of the final compromise text, December 2019. Available from: https://data
.consilium.europa.eu/doc/document/ST-14970-2019-ADD-1 /en /pdf]

© IS0 2021 - All rights reserved 5
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sustainable supply chain

incorporate eligibility requirements, based on sustainability standards, into contractual
relationships with suppliers

Further detail:

— By explicitly factoring social, environmental, and governance criteria upstream, where raw
materials are processed, and downstream to the consumer, purchasers and their suppliers can
reduce operational risks, maintain profitability, and meet the growing demand for organic,
certified and sustainably produced goods.

[SOURCE| IFC. Sustainable Finance Opportunities: Sustainable Supply Chain Finance, 2006. Available
from: https://www.ifc.org/wps/wcm/connect/eea816de-4b76-4d5b-b607-665bfe5e6ac8/FMS-EQ

-SupplyChain.pdf?MOD=AJPERES&CVID=jkCUIzt]

sustainaple infrastructure

manner tp ensure economic and financial, social, environmental (including elimate resilience), and

infrastrt}\ture projects that are planned, designed, constructed, operated, and-decommissioned in 3
instituti

al sustainability over the entire life cycle of the project

[SOURCE] Inter-America Development Bank, What is Sustainable Infrastructure, March 2018.
Available|from: https://publications.iadb.org/publications/englishYdocument/What_is_Sustainable

Infrastriicture__A_Framework_to_Guide_Sustainability Acress:the_Project_Cycle.pdf]

environmental costs

costs conected with the actual or potential deterioration of natural assets due to economic activitips

[SOURCE| OECD Statistics Portal website. Available from [last accessed 2021-03]: https://stats.oecd
.org/glosgary/|]

greenhofpise gas emission reduction (GHG emission reduction)

quantifiefd decrease in GHG emissions between a baseline scenario and the GHG project

[SOURCE| ISO 14064-2:20%9,"Greenhouse gases — Part 2: Specification with guidance at the project level
for quantification, monitoring and reporting of greenhouse gas emission reductions or removal
enhancements, 3.1.7}

Further detail:

— Greenhotse gas (GHG): gaseous constituent of the atmosphere, both natural and anthropogenic
that #bsorbs and emits radiation at specific wavelengths within the spectrum of infrared
radiation emitted by the Earth’s surface, the atmosphere and clouds.

— Baseline scenario: hypothetical reference case that best represents the conditions most likely to
occur in the absence of a proposed GHG project.

— GHG project: activity or activities that alter the conditions of a GHG baseline and which cause
GHG emission reductions or GHG removal enhancements.

6 © IS0 2021 - All rights reserved
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carbon pricing

to put a price on carbon pollution as a means of bringing down emissions and drive investment into
cleaner options

[SOURCE: World Bank Website. Available from [last accessed 2021-03]: https://www.worldbank.org/

en/programs/pricing-carbon#CarbonPricing]

Further detail:

Frere-are-two-matntypes-ofcarbonpricingremissionstradingsystems{EFSand-earbopn taxes.
cdrbon credit
tradable certificate or permit that represents the right to emit a specified amoantof greenhquse
gases
[SOURCE: ISO 6707-3:2017, Buildings and civil engineering works - Vocabulaxy - Part 3: Sustainability
tef'ms, 3.6.20]
Fyrther detail:
— The unit of one carbon credit is equal to one tonne of carbon dioxide emissions.
—{ Allows an organization to benefit financially from an émiSsion reduction.
cdrbon offsetting
mepchanism for compensating for all or for a past of the carbon footprint of a product or the partial
carbon footprint of a product through the prevention of the release of, reduction in, or removal of an
arhount of greenhouse gas emissions in a‘process outside the product system under study
[SOURCE: ISO 14050:2020, Environmental management — Vocabulary, 3.11.5]
Fyrther detail:
— Carbon footprint is the aétamount of GHG emissions and GHG removals, expressed in C(,
equivalents.
erphissions trading system (ETS)
sylstem whereby the government imposes a limit (cap) on the total emissions in one or more $ectors of
thle economny) and it issues a number of tradable allowances not exceeding the level of the cap
[SOURCE=World Bank website. Available from [last accessed 2020-08]: https://www.worldbank.org/
er]/programs/pricing-carbon]

Further detail:
— The advantage of an emissions trading system is that it permits compliance flexibility, allowing

each source to make a tailored choice in order to meet the target limit for emissions.

— There are two main types of trading systems: a) cap-and-trade systems, and b) baseline-

credit systems. In a cap-and-trade system, an upper limit on emissions is fixed, and emis

and-
sion

permits are either auctioned out or distributed for free according specific criteria. Under a
baseline-and-credit system, there is no fixed limit on emissions, but polluters that reduce their
emissions more than they otherwise are obliged to can earn “credits” that they sell to others who

need them in order to comply with regulations they are subject to.

©lI
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social responsibility

responsibility of an organization for the impacts of its decisions and activities on society and the
environment, through transparent and ethical behaviour that

— contributes to sustainable development, including health and the welfare of society;
— takes into account the expectations of stakeholders;

— isin compliance with applicable law and consistent with international norms of behaviour; and

— isintegrated throughout the organization and practised in its relationships.
[SOURCE| ISO 26000:2010, Guidance on Social Responsibility, 2.18]

Further detail:

— Activities include products, services and processes.

— Relatlionships refer to an organization’s activities within its sphere of influence.

CSR (corporate social responsibility)

a managgment concept whereby companies integrate social and envinonmental concerns in their
business pperations and interactions with their stakeholders

[SOURCE| UNIDO Website. Available from [last accessed 2021%03]: https://www.unido.org/our-focug/
advancinp-economic-competitiveness/competitive-trade-cdpacities-and-corporate-responsibilit
corporatg¢-social-responsibility-market-integration/what4csr]

disaster[resilience

the capadity of a system, community or society potentially exposed to hazards to adapt, by resisting
or changing in order to reach and maintain‘an acceptable level of functioning and structure

[SOURCE| UNISDR. Hyogo Framework;2005. Available from: https://www.unisdr.org/2005/wcdr/
intergovdr/official-doc/L-docs/Hy0go-framework-for-action-english.pdf]

climate gesilience

T
Q.

the ability to anticipate, prepare for, and respond to hazardous events, trends, or disturbances relatg
to climatg¢

[SOURCE| C2ESwebsite. Available from [last accessed 2021-03]: https://www.c2es.org/content/
climate-resilience-overview/]

Further detail:

— Governments and businesses are obtaining capital to invest in resilience projects through
innovative finance mechanisms such as green bonds and climate funds.
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environmental-related risks

risks posed by the exposure of financial firms and/or the financial sector to activities that may
potentially cause or be affected by environmental degradation

[SOURCE: Network for Greening the Financial System (NGFS). First Comprehensive Report: A Call for
Action-Climate Change as a source of financial risk, April 2019. Available from: https://www.ngfs.net/
sites/default/files/medias/documents/ngfs_first_comprehensive_report_-_17042019_0.pdf]
Further detail:

— Environmental degradation includes but is not limited to: air pollution, ware pollution a]lld
scarcity of fresh water, land contamination, reduced biodiversity and deforestation,

cljmate-related risks

risks posed by the exposure of financial firms and/or the financial sectop4o.physical or trangition
rigks caused by or related to climate change

[SODURCE: NGFS. First Comprehensive Report: A Call for Action-Climgte Change as a source of firlancial
rigk, April 2019. Available from: https://www.ngfs.net/sites/defaunlt/files/medias/documents/ngfs
flrst_comprehensive_report_-_17042019_0.pdf]

Further detail:

—{ Climate-related risks include transition and physical¥isks that can impact revenues,
expenditures and liabilities of financial institutigns and non-financial groups.

— Description of transition and physical risks: https://assets.bbhub.io/company/sites/60/2020/10/
FINAL-2017-TCFD-Report-11052018.pdf

environmental risk assessment (ERA)

mepthods and modelling techniquesused to size the financial impact of climate and environment-
refated risks to micro-prudential objectives

[SODURCE: NGFS. First Progress Report, October 2018. Available from: https://www.ngfs.net/dn/first
-progress-report]

enjvironmengdl stress testing

ar] approachto quantify the environmental risk probably facing financial institutions by maling use
of|the stress testing methodology

[SPURCE: Research Bureau of the People’s Bank of China and the Green Finance Committee df China
Society for Finance and Banking. Green Finance Terminology Handbook, ZU18]

Further detail:

— The process is as follows: determine the stress taker and stress indicators; select the stress
factors and indicators, build the stress conduction model; analyse the stress test results;
and bring forward the policies and suggestions, see: https://www.trucost.com/publication/

internalization-of-environmental-costs-for-investment-stress-testin
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stranded asset

asset that has suffered from unanticipated or premature write-downs, devaluations, or conversion to
liabilities

[SOURCE: CALDECOTT B., HOWARTH N., MCSHARRY P. Stranded Assets in Agriculture: Protecting Value
from Environment-Related Risks. Smith School of Enterprise and the Environment, University of

Oxford, 2013. Available from: https://www.smithschool.ox.ac.uk/publications/reports/stranded
-assets-agriculture-report-final.pdf]

Further detail:

— InterfAmerican Development Bank (IDB) adopted the definition in its report Stranded Asséts:"A
Climqte Risk Challenge, 2016.

green financial system

the institptional arrangement that utilizes financial instruments such as greemcredit, green bonds,
green stock indices and related products, green development funds, green ifisiitance, and carbon
finance, 4s well as relevant policy incentives to support the green transformation of the economy

[SOURCE| The People’s Bank of China et al. Guidelines for Establishing the Green Financial System
(Yinfa 2016 Doc No. 228), 2016. Available from: http://www.pbc.gov.on/english/130721/3133045/
index.html]

guarante¢e for green projects

credit guprantee scheme where a third party shares'the credit risk of a green project with the lendejr
and takeg all or part of the losses incurred by thedender in the event of default by the borrower

[SOURCE| Inter-American Development Bank.~Guarantees for green markets — potential and challenge,
2014]

Further detail:

A
<

— All gharantee schemes contain’sgme element of subsidy, hence are considered a green finance
policly incentive.

subsidies for green bond issuance

subsidies|granted to\an external review entity to cover the additional cost required for pre-issuance
and postjissuance.eertification and verification activities

[SOURCE

]apan’s fihancial sunport program for oreen bond issuance (subsidv nroject) Available from [last
I Ir [=] [=] AY ARy J J L

accessed 2020-08]: http://greenbondplatform.env.go.jp/en/support/subsidy.html

UJ

Hong Kong Monetary Authority. Fast Growing Green Finance Market, June 2018. Available from:
https://www.hkma.gov.hk/eng/news-and-media/insight/2018/06/20180620/

Monetary Authority of Singapore. Sustainable Bond Grant Scheme. Available from [last accessed 2021-
03]: https://www.mas.gov.sg/schemes-and-initiatives/sustainable-bond-grant-scheme]

10 © IS0 2021 - All rights reserved


https://www.smithschool.ox.ac.uk/publications/reports/stranded-assets-agriculture-report-final.pdf
https://www.smithschool.ox.ac.uk/publications/reports/stranded-assets-agriculture-report-final.pdf
http://www.pbc.gov.cn/english/130721/3133045/index.html
http://www.pbc.gov.cn/english/130721/3133045/index.html
http://greenbondplatform.env.go.jp/en/support/subsidy.html
https://www.hkma.gov.hk/eng/news-and-media/insight/2018/06/20180620/
https://www.mas.gov.sg/schemes-and-initiatives/sustainable-bond-grant-scheme
https://standardsiso.com/api/?name=2a69f2e615346ee2e564a57be8e103d8

5

ISO/TR 32220:2021(E)

Principles, guidelines and regulation

Equator Principles (EPs)

Prinr‘ip]p 4: Environmental and social management system and Pr}nnfnr Prinr‘ip]pc action p]

Core components of EPs in its latest 2020 version “EP4”:
Principle 1: Review and categorization
Principle 2: Environmental and social assessment

Principle 3: Applicable environmental and social standards

n

Py
Py
Py
Py
Py
Py

[S
ht

inciple 5: Stakeholder engagement

inciple 6: Grievance mechanism

inciple 7: Independent review

inciple 8: Covenants

inciple 9: Independent monitoring and reporting
inciple 10: Reporting and transparency.

DURCE: EPs website. Available from [last accessed 2021-03]:
tps://equator-principles.com/about/]

Fy

rther detail:

EPs is a risk management framework, adopted by financial institutions, for determining
assessing and managing environmental and sociakrisk in projects and primarily intende
provide a minimum standard for due diligence aild monitoring to support responsible ri
decision-making.

The EPs apply globally, to all industry sectors and to five financial products: 1) project fi
advisory services; 2) project finance; 3) project-related corporate loans; 4) bridge loans;
project-related refinance and project*related acquisition finance. The relevant threshold
criteria for application is describg€d'in detail in the scope section of the EPs.

EPs are a voluntary standard only applicable to those that have agreed to become memb,
Association.
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Operating Principles for Impact Management

Principle 1: Define strategic impact objective(s), consistent with the investment strategy.
Principle 2: Manage strategic impact on a portfolio basis.

Principle 3: Establish the manager’s contribution to the achievement of impact.

Principle 4: Assess the expected impact of each investment, based on a systematic approach.

Principle 5: Assess, address, monitor, and manage potential negative impacts of each investment.

Principle|6: Monitor the progress of each investment in achieving impact against expectations and
respond appropriately.

Principle|7: Conduct exits considering the effect on sustained impact.

Principle|8: Review, document, and improve decisions and processes based on the achievement of
impact and lessons learned.

Principle|9: Publicly disclose alignment with the Principles and provide regular.
independent verification of the alignment.

[SOURCE] International Finance Corporation/World Bank. Investing for Impuct:
Operating Principles for Impact Management, February 2019. Available from: https://www
Jimpactpfinciples.org/9-principles]

Further detail:

of the¢ir impact management systems, ensuring that impact considerations are integrated
throyghout the investment life cycle. They are scalable and relevant to all types of impact
invedtors and sizes of investment portfolios, asset-fy)pes, sectors and geographies.

— The }rinciples are intended to be a framework for investors-for the design and implementation

OECD-DAC Blended Finance Principles
Principle|1: Anchor blended finance use to.a development rationale

Principle|2: Design blended finance to-increase the mobilization of commercial finance
Principle|3: Tailor blended finance {o lobal context

Principle|4: Focus on effectiye\partnering for blended finance

Principle|5: Monitor blended finance for transparency and results

[SOURCE| OECD. OECB.PAC Blended Finance Principles - for Unlocking Commercial Finance for the
Sustainalle Development Goals, 2018. Available from: https://www.oecd.org/dac/financing
-sustainalple-development/development-finance-topics/OECD-Blended-Finance-Principles.pdf]

Further detail:

— The QEED DAC Blended Finance Principles are a policy tool for all providers of development
finance: donor governments, development co-operation agencies, philanthropies and other
stakeholders. They were endorsed at the Development Assistance Committee (DAC) High Level
Meeting on 31 October 2017.
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Principles for Responsible Investment

Principle 1: We will incorporate ESG issues into investment analysis and decision-making processes.

Principle 2: We will be active owners and incorporate ESG issues into our ownership policies and
practices.

Principle 3: We will seek appropriate disclosure on ESG issues by the entities in which we invest.

Principle 4: We will promote acceptance and implementation of the Principles within the investment
inpustry:

Prjinciple 5: We will work together to enhance our effectiveness in implementing the Prindiples.
Pijinciple 6: We will each report on our activities and progress towards implementing the Principles.

[SOURCE: PRI website. Available from [last accessed 2021-03]: https://www.unpfi.erg/pri/what-are
-the-principles-for-responsible-investment]

Further detail:

—| The UN-supported Principles for Responsible Investment was created as a spin-off from [UNEP
FI and the UN Global Compact. Principles of Responsible Investment are voluntary invesfment
principles launched in 2006 at the New York Stock Exchange.

Principles for Positive Impact Finance

Pijinciple 1: Definition

Pqsitive Impact Finance is that which serves to finahce Positive Impact Business. It is that which
serves to deliver a positive contribution to one-or more of the three pillars of sustainable devielop-
mepnt (economic, environmental and social)ghce any potential negative impacts to any of th¢ pillars
hgve been duly identified and mitigated..By virtue of this holistic appraisal of sustainability {ssues,
Pgsitive Impact Finance constitutes a direct response to the challenge of financing the Sustajnable
D¢velopment Goals (SDGs).

Pijinciple 2: Frameworks

Tq promote the delivery of Positive Impact Finance, entities (financial or non- financial) need ade-
qyate processes, methoddlogies, and tools, to identify and monitor the positive impact of thelactivi-
tigs, projects, programs§,'and/or entities to be financed or invested in.

Pijinciple 3: Transparency

Entities (finaneialor non-financial) providing Positive Impact Finance should provide transgarency
arld disclosure-on: (i) the activities, projects, programs, and/or entities financed considered Positive
Inppact, thé.intended positive impacts thereof (as per Principle 1); (ii) the processes they havg in place
to|determine eligibility, and to monitor and to verify impacts (as per Principle 2); (ii) the implacts
adhieved by the activities, projects, programs, and/or entities financed (as per Principle 4).

P H 9 | 4 A £
1 lllbl}JlC T. LAO0O0COOITITTIL

The assessment of Positive Impact Finance delivered by entities (financial or non- financial), should
be based on the actual impacts achieved.

[SOURCE: UNEP FI website. Available from [last accessed 2021-03]: https://www.unepfi.org/positive
-impact/principles-for-positive-impact-finance/]

Further detail:

— Released in 2017, the Principles provide a high-level framework to enable finance and its public
and private stakeholders to analyse and manage impact across the economy, as the starting point
to improve the impact of existing businesses and to stimulate the emergence and growth of new,
impact-based business models.
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Principles for Sustainable Insurance

Principle 1: We will embed in our decision-making environmental, social and governance issues
relevant to our insurance business.

Principle 2: We will work together with our clients and business partners to raise awareness of
environmental, social and governance issues, manage risk and develop solutions.

Principle 3: We will work together w1th governments, regulators and other key stakeholders to
promote widespread g

Principle[4: We will demonstrate accountability and transparency in regularly disclosing publicly o
progress|in implementing the Principles.

[SOURCE| PSI website. Available from [last accessed 2021-03]: https://www.unepfi.org/psi/the
-principlgs/]
Further detail:

— Prindiples for Sustainable Insurance is a global framework launched by UNER FI in 2012 for the
insutfance industry to address environmental, social and governance risks§ and opportunities.

Principlés for Responsible Banking (PRB)

Principle|1: Alignment

We will align our business strategy to be consistent with and’contribute to individuals’ needs and
society’s goals, as expressed in the Sustainable Development-Goals, the Paris Climate Agreement ang
relevant pational and regional frameworks.

Principle|2: Impact & target setting

We will cpntinuously increase our positive impagcts while reducing the negative impacts on, and
managing the risks to, people and environmentresulting from our activities, products and services,
To this erd, we will set and publish targets'where we can have the most significant impacts.

Principle|3: Clients & customers

We will responsibly with clients and our customers to encourage sustainable practices and enable
economid activities that create shared prosperity for current and future generations.

Principle[4: Stakeholders

We will proactively and responsibly consult, engage and partner with relevant stakeholders to
achieve spciety’s goals:

Principle|5: Governance & culture

We will ilmplemeént our commitment to these Principles through effective governance and a culture pf
responsibhle banking.

Principle

We will periodically review our individual and collective implementation of these Principles and be
transparent about and accountable for our positive and negative impacts and our contribution to
society’s goals.

[SOURCE: UNEP FI website. Available from [last accessed 2021-03]: https://www.unepfi.org/
banking/bankingprinciples/]

Further detail:

— Launched in 2019, the PRB provides the framework for a sustainable banking system, and helps
the industry to demonstrate how it makes a positive contribution to society.
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Green Investment Principles for the Belt and Road (GIP)

Principle 1: Embedding sustainability into corporate governance.
Principle 2: Understanding Environmental, Social and Governance risks.
Principle 3: Disclosing environmental information.

Principle 4: Enhancing communication with stakeholders.

Principle 5: Utilizing green financial instruments.

Pijinciple 6: Adopting green supply chain management.
Pijinciple 7: Building capacity through collective action.
[SPURCE: GIP website. Available from [last accessed 2021-03]: https://gipbr.net/]

Further detail:

—{ Published in 2018, GIP was developed by a consortium of international.érganizations led by the
Green Finance Committee of the China Society for Finance and Banking and the Green Finance
Initiative of City of London.

— GIP aims to incorporate low-carbon and sustainable development into the Belt and Road
Initiative by encouraging financial institutions and corporates involved and invested in Belt and
Road projects to sign up to a voluntary code of practice.

GABYV Principles of Values-based Banking (2020)

5 1 Principles
1.| Social and environmental impact and sustainability are at the heart of the business modgl.
2. Grounded in communities, serving thereal economy, and enabling new business models fo meet
thie needs of people.

3. Long-term relationships with elients and a direct understanding of their economic activities and
thie risks involved.

4.] Long-term, self-sustajning, and resilient to outside disruptions.

5. Transparent and idclusive governance.
Alll of these principles-dre embedded in the leadership and the culture of the member financial
inptitution.
[SOURCE: GABY. website. Available from [last accessed 2021-03]: https://www.gabv.org/abotfit-us/our
-principles]
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Green Bond Principles (GBP)

voluntary process guidelines, published by the ICMA, that recommend transparency and disclosure
and promote integrity in the development of the green bond market by clarifying the approach for
issuance of a green bond

[SOURCE ICMA. Green Bond Prmczples latest Versmn ]une 2018. Available from: https: ZZWWW
: . he- d-h

Further detail:

— GBP have four core components: 1) use of proceeds, 2) process for project evaluation and
selection, 3) management of proceeds, and 4) reporting.

— Typep of green bond are listed in Appendix I at the end of the reference source.

Green Ldan Principles (GLP)

a clear framework enabling all market participants to clearly understanditheécharacteristics of a
green loan

[SOURCE| APLMA, LMA and LSTA. Green Loan Principles, May 2020]

Further detail:

— GLP build on and refer to the GBP of ICMA, and have four core components: 1) use of proceeds, )
procéss for project evaluation and selection, 3) managetrient of proceeds, and 4) reporting.

— GLP yas originally launched by LMA together with"APLMA and LSTA in March 2018.

Social Bgnd Principles (SBP)

voluntary process guidelines, published.bythe ICMA, that recommend transparency and disclosure
and pronjote integrity in the development of the social bond market by clarifying the approach for
issuance pfa social bond

[SOURCE| ICMA. Social Bond Principles, latest version: June 2020]

Further detail:

— SBP have four core<€omponents: 1) use of proceeds, 2) process for project evaluation and
selecfion, 3) management of proceeds, and 4) reporting.

— Typep of socialbond are listed in Appendix I at the end of the reference source.

Sustainability Linked Loan Principles (SLLP)

a framework enabling all market participants to clearly understand the characteristics of a sustaina-
bility

linked loan

[SOURCE: APLMA, LMA and LSTA. Sustainability Linked Loan Principles, May 2020]

Further detail:

— SLLP has four core components: 1) relationship to the borrower’s overall sustainability strategy,
2) target setting - measuring the sustainability of the borrower, 3) reporting, and 4) review.

— SLLP was originally launched by the LMA together with the APLMA and LSTA in March 2019.
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Sustainability-Linked Bond Principles (SLBP)

voluntary process guidelines that outline best practices for financial instruments to incorporate
forward-looking ESG outcomes and promote integrity in the development of the Sustainability-Linked
Bond market by clarifying the approach for issuance of a Sustainability-Linked Bond

[SOURCE: ICMA. Sustainability-Linked Bond Principles, latest version: June 2020]
Further detail:

— BHPtraretHre—ee o oReRts: erecto-otreypertormaneethateato P1ss alibration
of sustainability performance targets (SPTs), 3) bond characteristics, 4) reporting, and\y)
verification.

MPBs-IDFC Common Principles for Climate Mitigation Finance Tracking

ddfinitions and guidelines jointly developed by multilateral developmenthanks (MDBs) and the

In([ernational Development Finance Club (IDFC) with the intention to besshared with other irfstitu-

tigns that are looking for common approaches for tracking and reporting climate mitigation finance

agtivities

[SOURCE: Common Principles for Climate Mitigation Finance Trdeking version 2, June 2015]

Fyrther detail:

— Alist of activities eligible for classification as climate'mitigation finance is included in thge
guidelines.

European Green Bond Standard (EU-GBS)

A poluntary standard proposed to issuers+that wish to align with best practices in the market. The

prjoposed model sets out four core components:

i)| the alignment of the use-of-proeceeds with the EU Taxonomy;

ii)f the content of a Green Bond Framework to be produced by the issuer;

iii) the required Allocatién)and Impact Reporting;

iv) the requirements-fer external verification by an approved verifier.

[SOURCE: EU Techai¢al Expert Group (TEG) on sustainable finance. Usability Guide-TEG Propgsal for

anl EU Green Bond Standard, March 2020]

Fyrther detail:

— On 18Jumne 2019, the EU Technical Expert Group (TEG) on sustainable finance published fits
Report on EU Green Bond Standard (EU-GBS), building on current best practices. The THG
published on 9 March 2020 their usability guide for the EU Green Bond Standard.

— The TEG proposes that any type of listed or unlisted bond or capital market debt instrument
issued by a European or international issuer that is aligned with the EU GBS should qualify as an
EU Green Bond.

— The European Commission will explore the possibility of a legislative initiative for an EU Green
Bond Standard in the context of the public consultation on the renewed sustainable finance
strategy, taking place from March to May 2020.

— The objective of EU-GBS is to increase the flow of finance to green and sustainable projects
through enhancing the effectiveness, transparency, comparability and credibility of the green
bond market and to encourage the market participants to issue and invest in EU green bonds.
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Climate Bonds Standard

a set of GBP-aligned pre-issuance and post-issuance requirements to be met by bond issuers seeking
Climate Bond Certification

[SOURCE: CBI. Climate Bonds Standard version 2.1]
Further detail:
— Climate Bond Standard is developed by Climate Bonds Initiative (CBI) and published on its
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ASEAN Green Bond Standards (ASEAN GBS)

voluntary process guidelines on how the GBP are to be applied across ASEAN

[SOURCE| ASEAN Capital Market Forum. ASEAN Green Bond Standards, November 2017]
Further detail:

— ASEAN GBS are developed by the ASEAN Capital Markets Forum in collaboration with the ICMA
basedl on the GBP.

— ASEAN GBS are aligned and guided by the four core components of the GBP, with additional
requirements regarding: 1) eligible issuers, 2) ineligible projécts; 3) continuous accessibility to
information, 4) encourage more frequent reports, and 5) external review.

APEC Gujdebook on Quality of Infrastructure Development and Investment

A guidebgok that provides model approaches and procedures for government officials and stakehold-
ers of APEC economies for implementing quality‘infrastructure projects based on a common under-
standing of quality infrastructure developmentand investment. This book identifies five elements als
the princjpal elements that ensure the quality of infrastructure:

1) alignment with development strategy/openness/transparency/fiscal soundness:
2) stability/safety/resiliency;

3) econpmic and financial soundness: cost-effectiveness including life cycle cost and utilization of
marKets;

4) social and envirommental sustainability;

5) localjhigh-quality development: job creation/capacity building and transfer of technologies.
[SOURCEP:

APEC Comnfnittee on Trade and Investment. APEC Guidebook on Quality of Infrastructure Development
and Investment, November 2014

APEC Committee on Trade and Investment. APEC Guidebook on Quality of Infrastructure Development
and Investment (Revision), November 2018]
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APEC Guidebook on Quality of Infrastructure Development and Investment (continued)

Further detail:

— This guidebook shares further details of the common recognitions with government officials and
other stakeholders in the APEC economies that are engaged in infrastructure development and

investment, so that such common recognitions are actually applied to projects.

— The first APEC Guidebook on Quality of Infrastructure Development and Investment was

dpvp]nppd in2014 inline with the APEC Leaders’ Declaration 2013 0n 12 November 20

8,

Investment (Revision)” at the Committee on Trade and Investment.

APEC economies endorsed the “APEC Guidebook on Quality of Infrastructure Developme]

nt and

S3anpo-yoshi Principle (Triple satisfaction)

Cqrporate social responsibility philosophy of “good for the seller, the buyefi@and society”, a tr]

Japanese strategy for corporate longevity, which is broadly practiced by.Japanese financial
inptitutions.

Available from: https://www.meti.go.jp/english/policy/economy/Corporate_accounting/pdf,

[SOURCE: Ministry of Economics, Trade, and Industry of Japan. Japan’s Policy for CSR, April 20

aditional

12.
121114

_1.pdf]
Fyrther detail:
— Many Japanese companies regard SDG business management as natural as exemplified b

investing sector practise Sanpo-Yoshi for their investment decision-making, see:
http://impactinvestment.jp/images/GSG_ _geport_2017 en_A4.pdf

principle of Sanpo-Yoshi. Commercial banks, fund management companies and the impa¢

y the
t

Sendai Framework for Disaster Risk' Reduction 2015-2030 (Sendai Framework)

The first major agreement of the‘post-2015 development agenda. Provides Member States wi
crete actions to protect develepment gains from the risk of disaster. It outlines four prioritie
tign to prevent new and reduce existing disaster risks: 1) understanding disaster risk, 2) str

ing disaster risk governaneeé to manage disaster risk, 3) investing in disaster reduction for r¢

arld 4) enhancing disaster preparedness for effective response and to “Build Back Better” in
rehabilitation andreeonstruction.

[SOURCE: United\Nations Office for Disaster Risk Reduction website. Available from [last acc

th con-
5 for ac-
ebngthen-
silience,
recovery,

bssed

2()20-08]: https://www.undrr.org/implementing-sendai-framework/what-sendai-framewor

Fyrther det4il:

—| TheSendai Framework is the successor instrument to the Hyogo Framework for Action
2005-2015.

K|

HFA)

— Official Development Assistance (ODA) loan under Sendai Framework: Japan International
Cooperation Agency signed a loan agreement with the Government of the Republic of Fiji in Suva
to provide ODA loan up to 50 million Japanese Yen for the Stand-by Loan for Disaster Recovery

and Rehabilitation.
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Europe Green Deal

Roadmap, presented in December 2019 by the European Commission, for making the EU’s economy
sustainable by turning climate and environmental challenges into opportunities across all policy
areas and making the transition just and inclusive for all.

[SOURCE: Europe Commission website. Available from [last accessed 2020-08]: https://ec.europa.eu/
commission/presscorner/detail/e%20n/ip_19_6691]

Further detail:

— The Kurope Green Deal is EU’s new growth strategy that will transform the Union into a modexh
resoyrce-efficient and competitive economy. It provides a roadmap with actions to boost thie
efficient use of resources by moving to a clean, circular economy and to stop climate change,
revelt biodiversity loss and cut pollution. It outlines investments needed and financifig-tools
availpble, and explains how to ensure a just and inclusive transition.

~

— Itis gn integral part of the European Commission’s strategy to implement theUnited Nations’
2030]Agenda and the Sustainable Development Goals.

Europeap Commission Action Plan on Financing Sustainable Growth

A packagg of measures adopted by the European Commission in Mayv2018 aiming to: 1) reorient
capital flpws towards sustainable investment in order to achievésustainable and inclusive growth; )
manage flnancial risks stemming from climate change, envirotimental degradation and social issueg;
and 3) fogter transparency and long-termism in financial. aidd economic activity:.

[SOURCE

Communjcation from the Commission to the European Parliament, the European Council, the Coundil,
the European Central Bank, the European Economic and Social Committee and the Committee of th¢
Regions. Action Plan: Financing Sustainable Grewth, 2018. Available from https://eur-lex.europa.eu/
legal-content/EN/TXT/?uri=CELEX:52018P€0097.

European) Commission website. Available from [last accessed 2020-08]: https://ec.europa.eu/info/
publicatipns/sustainable-finance-renewed-strategy_en]

"2]

Further detail:

— The Action Plan builds upon recommendations by a High-Level Expert Group appointed by the
Cominission to set out.an-EU strategy for sustainable finance.

— As p3rt of the Actioh.Plan, the Commission has achieved significant progress on the EU
Taxohomy, EU GBS; EU Ecolabel for retail investment products, sustainability benchmarks
and 1legulation on sustainability-related disclosures, see: https://ec.europa.eu/info/business
-ecofjomy-euro/banking-and-finance/sustainable-finance_en
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EU taxonomy

a classification system, establishing a list of environmentally sustainable economic activities

[SOURCE: European Commission website. Available from [last accessed 2021-01]: https://ec
.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy

-sustainable-activities_en]

Further detail:

Th 1L oo oy poa 20 ot

a Rl T R slation anmtarad 1ot Lo an—l121 20 abiclh o hlichaciba
IIC LY luAUllUlll)’ l\\,suluLlUll CIILCT CUU TITILU ITUITICO Ul 1T o July &V LU, VIIICIT COlAdUITOITIC O LITv
framework for the EU taxonomy by setting out four overarching conditions that an econ
activity has to meet in order to qualify as environmentally sustainable.

The Taxonomy Regulation tasks the Commission with establishing the actual lispof
environmentally sustainable activities by defining technical screening critefia'‘for each
environmental objective through delegated acts.

A first delegated act on sustainable activities for climate change adaptation and mitigati
objectives was published on 21 April 2021. A second delegated act(for the remaining obijs
will be published in 2022.

The progress of the EU taxonomy can be found at: https://ec.etiropa.eu/info/law/sustair

mic

bn
ctives

lable

-finance-taxonomy-regulation-eu-2020-852/amending-afid-supplementary-acts/implemlenting

-and-delegated-acts_en

Mpngolian Green Taxonomy

i}

Mpngolian classification framework of activities that contribute to climate change mitigatior
n, pollution prevention, resource conseryation, and livelihood improvement in the context
ance.

[SOURCE: Mongolian Sustainable Finance Association. Mongolian Green Taxonomy, April 202(
Fyrther detail:

In December 2019, the Financial Stability Commission of Mongolia approved the Mongoli
Green Taxonomy, which eovers seven categories of industry activities: 1) renewable ene
energy efficiency, 3)\green building, 4) low pollution energy, pollution prevention and co
5) sustainable water and waste use, 6) sustainable agriculture, land use, forestry, biodiv|
conservation and eco-tourism, and 7) clean transport.

The intendéd primary users of the taxonomy include financial institutions, bond issuers
industry, verification and standard-setting companies, and policy-makers.

[—)

an
gy, 2)
ntrol,
ersity

, adapta-
of green
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Green Bond Endorsed Project Catalogue of China

China’s classification system which identifies a list of assets and projects that are eligible to be fi-
nanced using green bonds, which make a substantial contribution to environmental improvements,
action to climate change and resource efficiency.

[SOURCE: The People’s Bank of China, National Development and Reform Commission, and China Se-
curities Regulatory Commission. Notice on Releasing of the Green Bond Endorsed Project Catalogue
2021. Available from: http://www.pbc.gov.cn/tiaofasi/144941/3581332/4239360/index.html]

Further detail:

— The initial version published in December 2015 contains technical screening criteria for
activjties that can generate significant positive environmental impacts. An updated Catalogue
2020[draft was issued jointly by the People’s Bank of China, the National Development and
Refofm Commission and the China Securities Regulatory Commission in July 2020-for public
consyiltation.

green Macro Prudential Assessment (green MPA)

Financial|regulation which incorporates banks’ green credit performance’indicator scores into its
Macro Prjudential Assessment framework of the People’s Bank of China. Under the green MPA, com-
mercial banks that report higher proportion of green loans and highér growth rate of green loans
receive hjgher MPA scores, which could imply monetary incentives from the central bank

[SOURCE| The People’s Bank of China. Notice of the People’s Bank of China On Conducting Green Credit]
Performapce Evaluation of Banking Depository Financial Institutions (Yinfa No. 180), 2018. Available
from: http://www.pbc.gov.cn/en/3688253/3689009/3788480/3785916/index.html]

Further detail:

— A higher MPA score can entitle banks to higher rates on reserves they hold with the central bank,
hence it is considered a green finance policy incentive.

6 Finapcial products and(services

green loan

any type pf loan instrument made available exclusively to finance or re-finance, in whole or in part,
new and/jor existing éligible green projects

[SOURCE| APLMASLMA and LSTA. Green Loan Principles, May 2020. Available from: https://www.Ist
.org/content/green-loan-principles/]

jao)

sustainability-linked loan

any types of loan instruments and/or contingent facilities (such as bonding lines, guarantee lines or
letters of credit) which incentivise the borrower’s achievement of ambitious, predetermined
sustainability performance objectives

[SOURCE: APLMA, LMA and LSTA. Sustainability Linked Loan Principles, May 2020. Available from:
https://www.lsta.org/content/sustainability-linked-loan-principles-sllp/]
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green bond

bond whose net proceeds or an amount equivalent to the net proceeds will be exclusively applied to
finance or re-finance in part or in full new or existing eligible projects, assets or activities

[SOURCE: ISO 14030-1, Environmental performance evaluation — Green debt instruments — Part 1:
Process for green bonds, 3.1.2]

in

part or in full, new and/or existing eligible green projects

any type of bond instrument where the proceeds will be exclusively applied to finance or re-finance,

[S

DURCE: ICMA. Green Bond Prmczples latest Ver51on June 2018. Avallable from: https://wwy

a

Under preparation. Stage at the time of publication: ISO/FDIS 14030-1:2021.

su

stainability-linked bond

arn
dq

ht]

y type of bond instrument for which the financial and/or structural(characteristics can va
pending on whether the issuer achieves predefined sustainability/ESG objectives

DURCE: ICMA. Sustainability-Linked Bond Principles, latest versioh: June 2020. Available fro
tps://www.icmagroup.org/sustainable-finance/the-principlés-guidelines-and-handbooks,

n:

Su

stainability-linked-bond-principles-slbp/]

cl

mate bond (climate-aligned bond)

la

IS
.0

belled and unlabelled bond for which proceeds'are intended to finance projects and activit

contribute to a low-carbon and climate-resilient economy

es that

DURCE: PRI. Green and Climate-aligned Bonds, 13 June 2018. Available from: https://www.linpri

'g/climate-change/low-carbon-inyesting-and-green-and-climate-aligned-bonds/3284.arti

le]

blue bond

A

in
ar
fa

IS

o

debt instrument issu€d by governments, development banks or others to raise capital from

impact

vestors to financemarine and ocean-based projects that have positive environmental, ecolpomic

d climate benefits) The blue bond is inspired by the green bond concept, which people are
iliar with.

DURCE: World Bank website. Available from [last accessed 2020-08]: https://www.worldb

more

hnk

'g/en /news/feature/2018/10/29/sovereign-blue-bond-issuance-frequently-asked-questions#:~:

te

kt=The%20blue%20bond%20is%20a,environmental%2C%20economic%20and%20clima

e%20

bd

nefits|

social bond

ar

e aligned with the four core components of the SBP

Green-Bonds/June-2018/Social-Bond-Princi

-June-2018-140618-WEB.pdf]

any type of bond instrument where the proceeds will be exclusively applied to finance or re-finance
in part or in full new and/or existing eligible Social Projects (see section 1 Use of Proceeds) and which

[SOURCE ICMA. Social Bond Principles, latest version: June 2018. Available from: https://www

les--
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SDG-linked bond

broad category that includes use-of-proceed and general-purpose bonds either issued by companies,
governments, and municipalities, or for assets and projects

[SOURCE: UN Global Compact and UNEP FI. SDG Bonds and Corporate Finance: A Roadmap to
Mainstream Investments, 2018. Available from: https://catalogue.unccd.int/1004_SDG-Bonds-and
-Corporate-Finance.pdf]

Further detail:

— Use-of-proceed SDG Bonds: Bonds with strict accountability of the use of proceeds toward
eligible green, social or climate activities and a link to the SDGs.

— Genefal-purpose SDG Bonds: Bonds issued by companies that have adopted a corporate-level
stratpgy to contribute to the SDGs and that are committed to providing accountabilityfor the
genefal use of funds and corporate-level SDG impacts.

green aspet backed security (green ABS)

any assettbacked security with proceeds raised to finance loans for greeinfrastructure

[SOURCE| CBI. Green Securitisation: Unlocking finance for small-scaledlow carbon projects, March 2018
Available|from: https://www.climatebonds.net/files/files/March17 CBI_Briefing_Green_Securisatian

pdf]

environmental insurance (pollution insurance/cgoverage)

insuranc¢ that provides coverage for loss or damages resulting from unexpected releases of
pollutants typically excluded in general liability and property insurance policies

[SOURCE| National Association of Insuranee:Commissioners website. Available from [last accessed
2021-03]] https://content.naic.org/cipr topics/topic_environmental insurance.htm]

Further detail:

— Standlard general liability and property insurance policies exclude most losses connected to
polluftion with very few exceptions such as from smoke from an out-of-control fire or fumes fromn
a fauty heating or air-cénditioning system.

— The Ipsses or damages covered by environmental pollution liability insurance usually arise in the
form|of claims against insureds for bodily injury, property damage, clean-up costs and business
interfuption,
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climate risk insurance

vital instrument within a comprehensive climate risk management system, spanning a continuum of
prevention, risk reduction, risk retention and risk transfer such as insurance schemes

[SOURCE: Deutsche Gesellschaft fiir Internationale Zusammenarbeit (GIZ) GmbH. Climate risk
insurance for strengthening climate resilience of poor people in vulnerable countries, May 2015.
https://www.giz.de/de/downloads/giz-2016-en-climate_risk.pdf]

Further detail:

—{ Climate risk insurance can play numerous roles: a) providing security against the loss'of|assets,
livelihoods and even lives in the post-disaster period; ensuring reliable and dignifi€d post-
disaster relief; b) setting incentives for prevention; and c) providing certainty for weathgr-
affected public and private investments, and easing disaster-related poverty and’'spurring
economic development.

gileen equity indexes

ar] index can provide investment managers and asset owners witha benchmark for active inyestment
dgcisions

[SOURCE: European Commission. Defining “green” in the context of green finance: Final report|October
2()17. Available from: https://ec.europa.eu/environment/enveco/sustainable_finance/pdf/studies/
Défining%20Green%20in%20green%20finance%20-%20final%20report%20published%20on%20
ey%20website.pdf]

SIDG equity

cammon stock of companies that have-adopted a corporate-level strategy to contribute to the¢ SDGs
arjd that are committed to providing-a€countability for the general use of capital and corporgte-level
SI)G impacts

[SOURCE: UN Global Compact&UNEP FI. SDG Bonds & Corporate Finance: A Roadmap to Mainstream
Inpestments, 2018. Available from: https://catalogue.unccd.int/1004_SDG-Bonds-and-Corporfte
-Finance.pdf]

low-carbon indices

bgnchmarkto shift the equity portfolio towards a lower carbon, more climate-resilient futurg in a
way thatbest aligns with an organization’s climate-related investment policies and objectives

[SOURCE: UNPRI website. Available from [last accessed 2021-03]: https://www.unpri.org/cli1mate

-change/low-carhon-investing-and-low-carhon-indices/3283 article]
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gender lens investing

an investing approach to promote social and/or economic empowerment of women, in addition to
financial returns

[SOURCE: International Development Research Centre website. Available from [last accessed
2021-03]: https://idl-bnc-idrc.dspacedirect.org/bitstream/handle/10625/57478 /IDL-57478.pdf]

Further detail:

Rockgfeller Foundation in 2007 that puts a name to investments made with the intention of
generating both a financial return and a social and/or environmental impact: https://core(acitill/
download/pdf/144768451.pdf

— The International Development Research Centre (IDRC) is a Canadian federal Crown|corporation.
IDRC|was established by the Parliament of Canada in 1970 under The International'Development
Research Centre Act: https://www.idrc.ca/en/about-idrc

7 Verification, reporting and disclosure

accreditation

third-parjty attestation related to a conformity assessment body eonveying formal demonstration of
its compdtence to carry out specific conformity assessment tasks

[SOURCE| ISO 14030-4, Environmental performance evaluation ~— Green debt instruments — Part 4:
Verificatipn, 3.10]

2 Under preparation. Stage at the time of publication; 1SO/FDIS 14030-4:2021.

environmental impact

impact tg or conservation of the environment, wholly or partially resulting from eligible projects,
assets orjactivities

[SOURCE| ISO 14030-1, Environmental performance evaluation — Green debt instruments — Part 1:
Process far green bonds, 3.2.6]

2 Under preparation. Stage @bthe time of publication: ISO/FDIS 14030-1:2021.

green band impact reporting

report on the expected environmental impacts by green bond issuers

[SOURCE| ICMA website. Available from [last accessed 2020-08]: https://www.icmagroup.org/
sustainabie=fimance/fmpactreporting/{
Further detail:

— The GBP recommends the use of both qualitative performance indicators and, where feasible,
quantitative performance measures with the disclosure of the key underlying methodology and/
or assumptions used in the quantitative determination.

— Harmonized framework for impacting reporting on eligible green projects under GBP include: a)
energy efficiency and renewable energy projects, b) water and wastewater management, c) waste
management and resource-efficiency projects, d) clean transportation, and €) green buildings.
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social impact

impact to society or quality of life, wholly or partially resulting from social aspects

[SOURCE: ISO 15392:2019, Sustainability in buildings and civil engineering works — General principles,
3.17.3]

Further detail:
— Social aspect: characteristic of construction works, parts of works, processes or services related
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sdcial bond impact reporting

report on the expected social impacts by social bond issuers

[SDURCE: ICMA website. Available from [last accessed 2020-08]: https://wdyw.icmagroup.org/green
-spcial-and-sustainability-bonds/impact-reporting/]

Fyrther detail:

—| A framework for reporting on projects to which social bond proceeds have been allocated has
been developed by the Social Bond Principles Sub-Working,Group and published in June R019.

sustainability-related disclosures

disclosures to end investors on the integration of sustainability risks, on the consideration of adverse
sustainability impacts, on sustainable investment objectives, or on the promotion of environmental
orjsocial characteristics, in investment decisien-making and in advisory processes

[SPURCE: EU regulation on sustainability‘related disclosures in the financial services sector| Official
Journal of the European Union, 27 November 2019. Available from: https://eur-lex.europa.eu/legal
-cbntent/EN/TXT/?uri=CELEX:32019R2088]

sustainability factors

erjvironmental, social-and employee matters, respect for human rights, anti-corruption and
anti-bribery matters

[SPURCE: EU regulation on sustainability-related disclosures in the financial services sector| Official
Journal of thezEuropean Union, 27 November 2019. Available from: https://eur-lex.europa.eu/legal
-cpntent/ENJTXT/?uri=CELEX:32019R2088]

(o)

environmental information disclosure (environmental disclosure)

companies disclose their environmental performance information so that their stakeholders,
especially investors and business partners, can understand the environmental impacts, costs, risks
and liabilities associated with their activities and make informed decisions

[SOURCE: United States Government Accountability Office. Environmental Disclosure: SEC Should
Explore Ways to Improve Tracking and Transparency of Information, July 2004. Available from: https://
www.gao.gov/products/gao-04-808]
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