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Sustainable Bond Issuers with different profiles
... are contributing to EU’s goal to become the first climate neutral continent

Governments, Municipalities, and Local Development Institutions

EU Resources are scarce compared to investments needed to reach EU climate goals

Banks and financial institutions

Banks can facilitate transition towards a resilient, low-carbon economy

State-owned enteprises

SOEs are estimated to be responsible for over one-fifth in direct carbon dioxide
emissions annually on a global scale?!

Corporates

mmm Chance to gain sustainability edge and attract impact investors

Note: 1) OECD (2022), Climate change and low-carbon transition policies in state-owned enterprises, OECD Publishing, Paris, https://doi.org/10.1787/e3f7346c-en.
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https://www.moodys.com/credit-ratings/Green-Genius-International-BV-credit-rating-868621113
https://latvenergo.lv/storage/app/media/investoriem/obligacijas/2020.04.06_Green%20Bond%20Framework.pdf
https://www.ast.lv/sites/default/files/editor/AST_GBF_2021_Final_pdf.pdf
https://ignitisgrupe.lt/sites/default/files/inline-files/Green%20Bonds%20Framework%20-%20Final%20-%2015%20June%202017.pdf
https://www.altum.lv/wp-content/uploads/2022/06/green_bonds_altum_20211.pdf
https://www.regionstockholm.se/contentassets/83e4df3fd76c4880b3dc34865f91dfad/region-stockholm-green-bond-framework.pdf
https://www.kase.gov.lv/sites/default/files/public/FRD/%C4%80r%C4%93jie%20aiz%C5%86%C4%93mumi/Latvia%20-%20Sustainability%20Bond%20Framework_FINAL.pdf
https://finmin.lrv.lt/uploads/finmin/documents/files/LT_ver/Veiklos_sritys/Valstyb%C4%97s_skolos_valdymas/Vyriausyb%C4%97s_vertybiniai%20_popieriai/green%20bonds/GB_framework_eng.pdf
https://www.kuntarahoitus.fi/app/uploads/sites/2/2022/12/MuniFin-Green-Bond-framework.pdf
https://www.gov.pl/web/finance/issues-international-bonds
https://www.gov.pl/web/finance/issues-international-bonds
https://www.kfw.de/PDF/Investor-Relations/PDF-Dokumente-Green-Bonds/20231206-KfW-Green-Bond-Framework.pdf
https://goteborg.se/wps/wcm/connect/c4507798-2eed-4f5d-b356-fe69822375db/City+of+Gothenburg+updated+Green+Bond+Framework_FINAL.pdf?MOD=AJPERES&CONVERT_TO=url&CACHEID=ROOTWORKSPACE-c4507798-2eed-4f5d-b356-fe69822375db-odASUMB
https://internetbank.swedbank.se/ConditionsEarchive/download?bankid=1111&id=WEBDOC-PRODE125851649
https://webapp.sebgroup.com/mb/mblib.nsf/alldocsbyunid/5B4B0C86A07FD173C12587DF004C18DE/$FILE/SEB_Green_Bond_Framework_January_2022.pdf
https://www.nordea.com/en/doc/nordea-green-funding-framework-2022-final.pdf
https://www.mbank.pl/pdf/msp-korporacje/relacje-inwestorskie/ratingi-instrumenty-dluzne/ratingi/mbank-green-bond-framework.pdf
https://www.epsog.lt/uploads/documents/files/EPSO-G-Sustainability-Linked-Finance-Framework.pdf
https://www.fingrid.fi/globalassets/dokumentit/en/investors/green-financing/fingrid_green_finance_framework-2023.pdf
https://orstedcdn.azureedge.net/-/media/www/docs/corp/com/investor/financial-reporting/green-finance-framework-2022.pdf?rev=8ed76b0f07cb41df8cd6ea1a1c68f539&hash=B2B71532BF0EDE71C0A42F555907F71B

Benefits of establishing Sustainable Finance Framework

« Establishing a Framework showcases company's dedication to sustainability
« Promotion of UN Sustainable Development Goals
« The level of transparency provided in the Framework builds trust among stakeholders

« The Framework forces companies to establish a clear ESG governance structure and
ESG risk management policies

« ICMA, LMA guidelines, and EUGBS provide companies with a set of guidance/rules for
ESG risk disclosure and reporting

» Capital providers are facing broader societal and regulatory push but face problems
collecting sustainability data from their (potential) investments

* Increasing demand to finance sustainable investments
» Green loans/bonds often provide tighter spreads

Increased

access to
capital

LHV



Investors await sustainable bond issuers to enter the market

Total sustainable bond issuance per category
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Source: ICMA, Nasdaq Baltic SE, FactSet
Note: 1) As of 31.12.2023
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Framework preparation and SPO process

Average 8 weeks project cycle

Kick-off with a
bank

Week 1

* Understanding
issuer’s bond &
sustainability
objectives

» Discuss eligibility
criteria and
eligible projects
(scope)

« Commence
drafting the
Framework

1st draft of the
Framework

Week 3

* Circulation of the
1st draft and
iterations with the
working group

* Introductory
meetings with
SPO providers

Finalising the
Framework

Week 4

Completion of the
Framework

Appoint SPO
provider

Circulate
Framework to the
SPO provider
Clarifying
guestions sent to
the working group
by the SPO

Issuer’s involvement in the process

9

@ Significant

J

Week 5

« Kick-off call with

the SPO provider

* Qlarifying

guestions
discussed during
the KO call

D

O None

Week 6

*Evaluate issuer’s
sustainability
strategy and
reporting targets

Evaluate
Framework’s
alignment with

recognized ICMA

principles
*Final questions
asked

D

Week 7 Week 8

*Receive issuer’s
sign-off

* Publish the SPO to
SPO’s and Issuer’s
website available to
investors

*Receive final
comments from the
working group

*Finalize evaluation
and opinion

O .



Green Bond Framework based on ICMA GBP @ crencona
l. Use of Proceeds

\g
VSeIect GBP Green Project categories / Define Green Projects falling into Green
contributing to environmental objectives Project categories
* Renewable Energy « Solar PV, Solar CSP, Wind Parks
* Energy Efficiency * Renovation, energy efficiency equipment
* Clean Transportation * Vehicles, Infrastructure
* Green Buildings + Construction, acquisition
* Waste Management and Circular Economy * Waste collection, composting of bio-waste
+ Sustainable Management of Living Natural + Afforestation, forest management,
Resources restoration of wetlands, restoration of forests

Use of Proceeds

= o . ()
v= Create eligibility Criteria and exclusion \// Eligible expenditures may include
List * Fixed assets
» Should be created for each Green Project * Re-financing projects
category » Capital expenditures
» Each project within the category should » Operating expenditures of new, ongoing,
fulfil the conditions under the criteria or completed Green Projects
+ Official and market-based taxonomies + Certain financial assets
should be used as classification systems + R&D

Source: The International Capital Market Association M


https://www.icmagroup.org/sustainable-finance/
https://www.icmagroup.org/assets/documents/Sustainable-finance/2021-updates/Green-Project-Mapping-June-2021-100621.pdf

Green Bond Framework based on ICMA GBP @ crencona

Il. Process for Project Evaluation and Selection

Have a process in place how the issuer is screening and identifying potential Green projects that
correspond to issuer’s overarching sustainbility strategy

¥

There should be a team in place who is responsible that identified projects are in compliance with
eligibility criteria of the Framework and applicable laws and regulation

¥

Approve evaluated and selected projects and mark them as Green Projects in a dedicated ,Green
Register”

Source: The International Capital Market Association M



https://www.icmagroup.org/sustainable-finance/

Green Bond Framework based on ICMA GBP @ cooroon

ll. Management of Proceeds

» Issuers should use a dedicated earmarked account to track the allocation of net
Tracking of Green Bond net proceeds proceeds from Green Bonds to Green Projects
* Dedicated department should be responsible for the allocation of the net
proceeds from the issuance of Green Bonds to eligible projects

* Look-forward period should be defined

AlEEEen * Look-back period should be maximum of 3 years from the date of issuance

* Process in place to track unallocated Green Bond net proceeds
Temoprary holdings * Any unallocated proceeds temporary held can be placed in liquidity reserves or
invested in money market deposits or invested in pre-defined green indicies

« Process and exclusion criteria in place to track that proceeds including
temporary holdings, are not allocated to projects for which the purpose is fossil
Exclusions energy production, nuclear energy generation, weapons and defence,
potentially environmentally harmful resource extraction (such as rare-earth
elements or fossil fuels), gambling or Tobacco etc.

Source: The International Capital Market Association M



https://www.icmagroup.org/sustainable-finance/

Green Bond Framework based on ICMA GBP @ cooroon

I\V. Reporting
Allocation Reporting Impact Reporting
Selected information included in the allocation Selected information included in the impact reporting:
reporting:
* Annual GHG emissions reduced/avoided (tonnes of CO2e

* The total amount of green bonds issued emissions)
« Breakdown of amounts allocated to each of the + Estimated reduction in car use and car kilometres the project will

Green Project Category replace
« Share of proceeds used for financing vs re- * Number of km of new walking, bicycle lanes etc.

financing * Annual gross amount of waste that is seperated and/or collected,
» Description of selected Green Projects financed and treated (tonnes and in % of total waste)
* Unallocated proceeds at the end of the reporting * Installed renewable energy capacity (kW)

period * Annual renewable energy generation (kWh)
v Issuer should report annually the allocation and impact reporting
v

First report should be relased no later than a year from the issuance of a green bond, and thereafter annually until the full
allocation
v' The reports should be available for investors

Source: The International Capital Market Association M


https://www.icmagroup.org/sustainable-finance/

Green Bond Framework based on ICMA GBP @ cooroon

V. External \erification

Pre-issuance review Post Issuance Review

S&P Global MoODYS = EsG Solutions M pwcL EY

Sustainable
Fitch

SUSTAINALYTICS

ISS ESG >

DG'Oitte MoOODY’S  ESG Solutions S&P Global

DNV
I - H X\ | pustainable SUSTAINALYTICS  |SS ESG >
S i EthilFinance

: LHV
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Contacts

LHV Bank

City Plaza

Tartu Road 2

10145 Tallinn, Estonia

www.lhv.ee

Silver Kalmus

Debt Securities Area Manager /
Sustainable Finance Advisory

E-mail: silver.kalmus@Ihv.ee
Tel: +372 5620 6450



Disclaimer

This Document was prepared exclusively for the benefit and internal use of selected parties in order to evaluate the feasibility of a
possible transaction or transactions and does not carry any right of publication or disclosure to any other party. This documents is
incomplete without reference to, and should be viewed solely in conjuction withm the oral briefing provided by LHV. This presentation
may not be used for any other purposes without the prior written consent of LHV. This presentation is not prepared prepared in
accordance with the requirements applying to investment research

This document does not constitute or form part of an offer or invitation or recommendation to subscribe for or purchase any Securities.
The distribution of this Document may be restricted by law in certain jurisdictions, and persons into whose possession this Document
comes should inform themselves about, and observe, any such restriction. Any failure to comply with these restrictions may constitute a
violation of the laws of any such jurisdiction. LHV shall not have any responsibility for any such violations.

In preparing this Document we have relied upon and assumed, without independent verification, the accuracy and completeness of all
information available from public sources or which was otherwise provided to us. The information contained in this Document has been
taken from sources deemed to be reliable. We do not represent that such information is accurate or complete and it should not be relied
on as such. Any opinions provided here reflect our judgement at this date, all of which are accordingly subject to change. LHV accepts no
liability whatsoever for any direct, indirect or consequential loss rising from the use of this Document or its contents.

LHV and/or its employees may hold shares, options or other Securities of any issuer referred to in this Document and may, as principal or
agent, buy or sell such securities. LHV may have other financial interests in transactions involving these securities

LHV
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