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Credible & plausible
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Transition is inclusive

Activities already Activities currently Activities that cannot
at or near net-zero ded needed but should be brought into line
emissions that may with global warming
reguire some further by 2050 - e.g targets and have

decarbonisation production of energy an alternative, low-

but not a significant decarbonisation from municipal emissions substitute
transition - e.g. wind pathway - e.g. waste - e.g. electricity

power generation. shipping
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‘“Transition within’ ‘Transition away’
includes hard-to-abate sectors

Financing Credible Transitions framework for
identifying credible tran$itiis Clinidte Bonds Initiative



https://www.climatebonds.net/transition-finance/fin-credible-transitions
https://www.climatebonds.net/transition-finance/fin-credible-transitions

Diving deeper: The framework is our Five Hallmarks Climate Bonds

of a Credible Transition
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Paris-aligned Robust Plans Implementation Internal reporting External reporting
targets action

(per Hallmarks 1 and 2)

(per Hallmarks 3 and 4)

Transition-Finance-for-Transfo
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https://www.climatebonds.net/files/files/Transition-Finance-for-Transforming-Companies-6092022%281%29.pdf
https://www.climatebonds.net/files/files/Transition-Finance-for-Transforming-Companies-6092022%281%29.pdf

The taxonomy
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CDPQ at a glance

Liquid aszets

Public Equity

@
Carbon

footprint

Fixed Inc

Other assets under
carbon footprint

Real Estate ~

Infrastructure

Private Equity

Global Investor

Canada: 32%, USA: 35%, Europe: 14%
Asia-Pacific: 12%, Latin-Am.:. 4%

Investment on the
basis of detailed
bottom-up
analysis

$400 B

As at 30 June 2022

6 million + Quebecers
contribute to or receive benefits from
45+ major pension and insurance plans

~90%

Of the portfolio
covered under the
carbon footprint

80%+

Internally managed

Assets excluded from the footprint: government bonds and dervatives
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Evolution of CDPQ’s climate strategy

2017-
2020

New
2021

&

Factor climate
change into every
investment decision

Included in due
diligence review

Carbon budget

Ta

Increase green
investmenis

{2017 basis)

$39 B 2

(2020 target: 534 B)

Renewables
Green real estate
Sustainable mobility

®

Prioritize our
portfolio’s climate
quality / finance the
transition

(New in 2021)

<

Decrease the
portfolio’s carbon
intensity

t CO=/M$

(2017 basis)

- 49%

(2025 target -25%)

Deep dives on:

Fhysical nsk
Transifion risk

$54 B 3)

Existing sectors
+

Green fuels,

H., batteries, eic.

Transition envelope

2022

Exit of oil production

&) -60% 2030

Met-Zero Alignment

O
i

Leadership through
commitment and
influnence

Corporate commitment
Participation in
collaborative forums

— Climate Action 100+

— Investors Leadership
Metwork

— HWZ-Asset Owner Alliance

Peer engagement

Participation in
overnment
rainstorming
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SUSTAIMABLE INVESTING

Our low-carbon investments

LOW-CARBON INVESTMENTS

{in billians of dollars)

B0 B4 200 %
&
= 39
120 %
L] 34 3@
a0 18
|¢ -
o
27T 2B 20M8 2020 2021 2025 Target
Renewable anargy & Sustainable transportation
# Low-carbon real esiale @ Otherg*

* Inchedas tha new secions from CEI's taxonomy,

3X

more low-carbon
investments

by 2025 compared
to 2017

We use the CBI taxonomy to define what is
green. Main reasons include:

Clanty and user friendliness
Rigour

Independence from CDPQ

Low-carbon investments in the portfolio

18 B %30 B

2017 STARTING POINT 2021 VALUE

%54 B

2025 TARGET
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Transition envelope decision tree

For new opportunities

Opportunity is part of the 4 sectors important for
decarbonization
(Electricity, materials, transport, agriculture)?

Almost exclusive to |
public companies Yes

Company has a SBTi-approved 1.5°C

Contact the decarbonization target

Sustainability team |

No

I
List of companies with SBTI-

approved 1.5°C decarb. target

|

Yes

v X
Final decision made by the
sustainability team

WSP and PwC
selected partners

No Contact the
‘ Sustainability team

External analysis of alignment
with CBI transition principles by
the chosen consultant

| v' X
Final decision made by the
sustainability team



Working group, Tools & bond databases
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How we work with asset owners?

Thought-leadership & training e Transition. What is a credible transition? How to select
investments?
e Formal trainings on green bond, taxonomy, transition.

Example of topics:
e Criteria for Agri-food businesses (livestock, crops, etc.)

e (Coal decommissioning
e Criteria for resilient investments
e Social & sustainability screening
e Hydrogen production and transportation
Our green Taxonomy Criteria for credible climate investing in 50 different activities.

Especially helpful for project-based investments

Green bond, social, sustainability and other
databases e Lists and qualitative analysis of thematic bonds.

e Used to by A.O for themselves and as a criteria for mandates.

S 4.5 Trillion

Climate Bonds Initiative 15



Climate Bonds

Asset Owner working group invitation Q1 2023

First meeting, Q1- 8™ of March 3pm London

* Defining a credible transitions and avoid greenwashing. Case studies of green bonds
and Sustainability-linked bonds

Other meetings

* Green bond training
* Taxonomy training

* Transition in Asia

Climate Bonds Initiative 16



Climate Bonds

Our bond databases

Activity/project analysis Entity-level analysis

Checks for alignment of Use of - Analysis of Vanilla bonds (not - Bond level analysis

Proceeds of all bonds labelled as labelled as green) from

Green (using CBI Taxonomy) corporates whose activities are - Comprehensive list of all labelled
de facto green bonds with proceeds going to social

Global, all currencies, jurisdictions or sustainable categories

and instrument sizes - Global, all currencies, jurisdictions

Coming soon: Sustainability Linked and instrument sizes
Bonds

Issuer level analysis

Analysis of Vanilla bonds (not
labelled as green) from
corporates whose activities are
de facto green

Climate Bonds Initiative 17



Climate Bonds

C. 30% of green bonds are not climate-alighed today

* The CBI database used by most index providers and asset managers to verify the
quality of the use-of-proceeds (JP Morgan, S&P, Solactive, etc.)

07/07/21 Visa US92826CAP77 500mn * Efficiency gain only 15%
* Clean mass transportation. Are these
electric?
* Education and awareness to new
technological implementations of Visas
offerings?

Yes 17/09/21 KFW XS2384732090 20mn Energy,
Buildings

Climate Bonds Initiative 18



Visa Corporation

First consumer finance company to issue green
bond in 2020, USD3.25bn (three-part
transaction, one green tranche)

Financing e.g.:
* Green buildings
 Renewable energy
e Sustainable water and wastewater
management
* Projects supporting sustainable behaviours

Bonds excluded for lack of information relating to
building energy efficiency improvements, clean
transport criteria, proposed training, and
hydropower (power density) metrics.

Climate Bonds

Visa, Con Edison Green Bonds Fail to Meet Standards, CBI Says
* Debt sold by Boston Properties, municipalities also fall short
s excluded dollar-denominated bonds aren’t good enough

(Bloomberg) -- Visa Inc. and Consolidated Edison Inc. are among a growing list
of blue-chip US companies to be told their green bond offerings aren’t up to
snuff.

For the first time in its 13-year history, the Climate Bonds Initiative, an
influential London-based research organization focused on the $4 trillion
ethical debt market, is publicly identifying more issuers that fail to meet its
standards for environmental impact or transparency.

Along with Visa and Con Edison, bonds from Boston Properties Inc. also fell
short. So did a handful of dollar-denominated bonds issued by foreign
companies and municipalities.

It's a consequential snub. Many of the world’s green bond indexes, including
those designed by Solactive AG, S&P Global Inc., FTSE Russell and JPMorgan
Chase & Co., rely on CBI’s list of approved green bonds as a preliminary filter
for investment decisions.




The Green Bond Database and its Methodology

Identification

Use of proceeds screening for all bonds
regardless of external review (e.g. SPO) or
ICMA GBP alignment statement

Screening

We identify labelled bonds for
example via:

* Proprietary web scraping

* Data vendors (Bloomberg,
Refinitiv, Wind)

* News releases

* GSS listing segments on
exchanges

* Financial regulator platforms

* CBI network (underwriters,
issuers, external review
providers..)

100% net proceeds need to be used for eligible
activities, assets, projects, etc. (Climate Bonds
Taxonomy, Social & Sustainability Bond Methodology)

Climate Bonds Taxonomy %oNDs Sy
=3

The Climate Bonds Taxonomy ts and to deliver alow

gives GHG. with the 2-degree
global warming target set by the COP 21 Paris Agreement. More information is available at

2
o
£

15

Sepripe®

@ Centification Criteria approved
) Criteria under development
) Duc to commence

10/2020

Opinion on the use of proceeds

Classify bonds as:

Aligned with CBI green definitions

Non-aligned (Excluded), or

Pending

Climate Bonds Initiative 20




Climate Bonds

Join the conversation...

A.O. dedicated workshops

* First meeting, 8" of March. Defining a credible transitions and avoid greenwashing. Case studies of green
bonds and Sustainability-linked bonds

Other activities

Invitation to join our monthly roundtables

Deep-dives on new sector criteria (ex. coal-decommissioning, agriculture, hydrogen, etc.)

2 free tickets to our hybrid annual conference

Access to Bond Databases subject to cost

Fabrizio.Palmucci@climatebonds.net
Partnerships@climatebonds.net

Climate Bonds Initiative 21
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Thank you - Q&A

Presentation title Climate Bonds Initiative 22



Social & Sustainability Bond Database Methodology

Ensuring credibility in a dynamic market

* Methodology available to Partners and online (August)

* Tracking, classification, and screening:

1. Use of proceeds — green and social categories

2. SDG mapping at bond level

3.  Minimum climate safeguards

 Biannual update frequency in line with green bonds
e Expert consultation

e SLBs — further development underway

Climate Bonds

Climate Bonds Initiative 23




Climate Bonds’ Green Bond Database Methodology update

 Tighter criteria for more established sectors o R

* Closer alignment with the EU Taxonomy Climate Bonds Initiative

Methodology

More disclosure

Eligibility changes

Clarity on R&D and pureplay entities

Biannual updates via expert consultation

Link to latest methodology document

Climate Bonds Initiative 24


https://www.climatebonds.net/market/green-bond-database-methodology

Case study: non-aligned green bond

China Petrochemical Corporation

« CNY1.1bn, 2021
e Green Bond Second party opinion: Lianhe EQ

* Use of proceeds: Solar panels, geothermal, etc. that are
built on oilfields

Classified as not in line with Climate Bonds’ green definitions,
bond excluded from database

- -
203N China's 'Green Bords’ Of%en Lock More Likes Meguinr Bonds - 050

Thes copy o 107 pou Darsonal. Ra-commercal use only To order presentaton-ready copes P distr Butan b0 pow colpaguees, Gients or Durtomens v st
L R T L = e
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MARKETS

China’s ‘Green Bonds’ Often Look More Like Regular
Bonds

In some cases, up to half the proceeds go to financing companies’ day-to-day operations

Chinese companies have issued maore than 320 billion worth of green bonds this yaar,
PHOTO: QLA SHEN/BLDOMEBERG NEWS

B}' ]I_"n",'“ by "4 t';ag.';
May 26, 2021 718am ET

I/'.D Listen to this article
)l

7 minubes

Chinese companies are issuing green bonds at a record pace, though some analyvsts say

the securities don't always meet the environmental requirements commaon in other parts
of the world.

China, the world's largest producer of carbon dioxide, has committed to reducing its
emissions. To fund the transition, its companies have embraced green bonds, which are

typically designed to fund climate-friendly initiatives like switching to alternative energy
from fossil fuels,

The guidelines for green investments are squishy in many places, and in China’s domestic
bond market they are more so. The Chinese market is regulated by several agencies, which
apply different rules on the uses of the cash and disclosure, In some cases, up to half of the



Climate Bonds

Total universe: c. USD 4.5 Trillion

Database coverage

Labelled bonds Unlabelled bonds

Green bonds Climate aligned

bonds

Green & Climate themed

Sustainability-

linked bonds

Social themed
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