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e Asia and The Pacific: Sustainability-related Challenges -
Balancing Act: Navigating Population Growth, Energy Supply, and Climate Incidents -
Amid Economic Thriving
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° South East Asia: climate Change Challenges Tﬁu
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* Population: 685,124,652, 8.58% (Jan 4 2023, UN)
* Costal line: 130,000 km (81,250 miles)
* GHG emissions: 12% of world’s GHG

s

ECONOMIC industries set to lose trillions by 2070
» Services industry could lose $9 trillion

* Manufacturing sector faces $7 trillion of losses
 Retail and tourism could collectively lose S5 trillion
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°* South East Asia Climate Ambition -

Asia

COP26 raised SEA's climate ambition, with eight out of ten countries now having
net zero targets and two new countries piloting carbon taxes

—— Updated from 2021 GE Report No changes from 2021 GE Report Does not exist
= Brunei @ Cambodia  “®indonesia QlaoPDR & i i My Dehilippi = si =Thailand @ Vietnam
Net Zero 2050 (2050+)" 2060 2050 (2050+)" 2050+2 2065 2050
Emissions
reduction®
:EE“‘I’S:::F Dec 2020 Dec 2020 Jul 2021 May 2021 Jul 2021 Aug 2021 Apr 2021 Mar 2020 Oct 2020 Sep 2020
Unconditional ~20% -29% ~60% ~45%* ~3% ~36% ~20% ~9%
Conditional ~42% ~41% ~BT% ~T5% ~25% ~27%
Carbon pricing Carbon Carbon tax Carbon tax Carbon tax ETS under ETS legalized -
{in USD) pricing 10 be (~$2/1C0 e} for and ETS under (~$4C0) consideration Pilot Carbon
implemented coal power, full consideration  implemented, Exchange from
by 2025 market by 2025 to increase to 2025
$40-60 by 2030
Renewables 30% 25% ~4B% 30% ~40% ~15% 30% ~32%
capacity by 2035 by 2030 by 2030 by 20255 by 2035 by 20307 by 2030 by 2030
Regional target of
Nature Increase forest  Increase forest  Protect 5.8m Increase forest Protect »20% Increase forest  Eliminate net Plant 1m more Increase forest Increase forest
reserves from cover to 60% ha of forests cover to 70% of terrestrial and  under public loss in natural trees and add cover to 55% cover 1o 42%
41% to 55% of total area and 1.9m ha of total area 10% of coastal protection to forests, 130ha of new of total area of total area
by 2035 by 2030 of peatlands {conditional) areas by 2025 30% of total area  mangrove, parks by 2030 by 2037 by 2030
by 2030 by 2030 by 2030 seagrass, coral
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°* AJust Transition to Net-Zero -
Co-evolution of market trends, regulatory requirement, technologies, business
strategies, societal pressure etc. are driving the transition to low-carbon economy

Reporting of Environmental

EU Carbon Border Risk Management

Mechanism (CBAM)

Multilateral Green Sustainable Finance

Economy Agreement

T Carbon Tax
ol
N .

Technology Innovations

for Climate Actions
Green

Procurement

EEN

-

kol

Consumers support Mandatory Packaging
u u .

Reporting (MPR
Environmentally Extended Producer P gl )
Friendly Products Responsibility (EPR)
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CLIMATE INITIATIVE AND DECARBONIZATION
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°“%% SEA Countries Commitment to Net Zero targets

Net Zero — by 2050

Net Zero — by 2050

ETS legalized- pilot Carbon Exchange form 2025

Net zero - by 2065
Carbon Tax (App USD4/tCO2e) implemented,
to increase to USD 40-60 by 2030

Net Zero — by 2060
Carbon Tax (App USD2/tCO2e) for coal
power, full market by 2025

Committed to carbon neutrality by 2050, no direct
commitments on net zero (expecting 2050+)

Net Zero — by 2050,
Carbon Pricing to be implemented by 2025

Committed to carbon neutrality by 2050, no direct
commitments on net zero (expecting 2050+)

Source of information: Southeast Asia’s Green Economy 202 | Report: Opportunities on the Road to Net Zero, 2022
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°““? Investment Opportunity for SEA Transition to

Green Economy

Large financing gap remains for SEA to be on track
to close the emission gap for 1.5°C’

SEA cumulative green financing requirements ($T, 2030)?

~16 ~3
~15
002 —
Current gap for dditional gap for  Total investment
ir ditional at it for 1.5C

(2.6 Gt CO2e in 2030) (3.2 Gt CO2e in 2030) compatible

Source of information: ASEAN State of Climate Change Report, 202 |
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Majority investments needed to build sustainable infrastructure

SEA cumulative green financing need by thi

~03 ~0.1
17 e
Energy Industrial and Waste
construction  management

Green Infrastructure ($2T)

eme ($T, 2030)3

~0.5 ~3
~06 7
Nature Agri-food  Total investment
for 1.5C
compatible
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esos A Just Transition to Net-zero brir

Asia

Assess/ Disclose the implication
of climate-related risk to
financial performance

Transition from High carbon/ non-SD
Supranational such as G20, to Low Carbon/ SD Economy

UNFCCC set the rules and
standards to drive the
movement

Response 1
Measures

Local policy
makers/ _- =

_————_dl

Financial
Institutions/ '
Mediators to create Catalyse
enabling environment +  Society
e Financial institutions * Climate issues: sea level rise
. Poli ke »  Environment issues: BUSines
olicy makers Resource scarcity Ses
¢ Increased return & reduced
risk in investment, etc

© 2023 TEMBUSU Asia Consulting Pte. Ltd. All rights reserved.

o Roles of Financial Institution in Steering Transformative

TEME?USU
Finance
Source of Capital Bapks’
* Investment Market k?u.SI.ness
Instruments Practice aCtIYItIeS and
* Capital markets finance

Drive the cont
Energy effici

Opportunities for companies — from climate actions — Resource
efficiency product, financial and socio-economic resilience
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Retail Banks

Green Mortgage
Green Home Equity Loan

Green Commercial Building Log
Green Car Loan
Green Credit Card

Source: Global Association of Risk Professional (GARP),
Sustainability and Climate, Pearson Education, Korea Capital
Market Institute

Credit: www.flaticon.com

Green Financial Products

Insurance Providers

Corporate and Investment banks

L]
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Asset Management
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Sustainable Debt Issued
by Instrument Type

$250B

Green loan

Sustainable debt issued by instrument type

ity bond m Social bond ity-linked loan

M Green bond
$2508

2016 2017

2018

2018

2012 2013 2014 2015

Source: BloombergNEF

Source: https://www.bloomberg.com/graphics/2019-green-finance/

°<¢* Dimension of Sustainable Finance
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Global Sustainable Bond Issuance Set To Surpass $1.5 Trillion

In 2022

Annual issuance in sustainable bonds by instrument type

12022 sustainable bond issuance forecast

= Transition bonds

= Sustainability bonds
u Green bonds

1,800

1,600
1,400
1,200
1,000
500
600
400
200

Bil. $

2018

= Green and sustainability-linked bonds*
m Sustainability-linked bonds
m Social bonds

_—
2020 2021 2022f

*Green and sustainability-linked bonds have both use of proceeds and sustainability-linked features.
f-forecast. Sources: Environmental Finance Bond Database, S&F Global Ratings
Copyright @ 2022 by Standard & Poor's Financial Services LLC. All rights reserved.
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. Steering Sustainability Finance L1
APAC ESG Loans £
SINGAPORE: A LEADING CENTRE FOR
GREEN FINANCE IN ASIA AND GLOBALLY
ia To make the world greener,
. we must make finance green
- APAC ESG Loans
o . B
BUILD RESILIENCE DEVELOP MARKETS LEVERAGE TECHNOLOGY
ESG Loans Deals Breakdown
mGreen m Sustainability mSocial SLL
Source of information: Bloomberg.com
15
. Steering Climate Finance L1
GFIT to Accelerate the Green and Sustainable Finance Agenda in Singapore
MAS Financial Centre Advisory Panel (FCAP)
Chaired by Ravi Menon, Managing Director of MAS
Annual update
Ir - Green Finance Industry Taskforce (GFIT) .
1
1
! . ) : -
I GFIT Steering Committee i Secretariat '
| Chaired by Wong Kee Joo, CEO of HSBC Singapore ! HSBC Singapore 1
| I [
R I L. |
: Quarterly update :
: GFIT Workstreams i
| 1
I Develop Improve Drive Green 1
' Taxonomy Disclosure Finance 1
: ' Solutions practices :
| Chaired by Amundi Chaired by DBS and red by g Chaired by HSBC and i
| d abrdn Singapore ange = 5 Standard Chartered
i Re on (SGX RegCo) :
| 1
: Identify green Improve measures Drive green solutions Enhance Fls’ :
1 taxonomy and and disclosures in the financial environmental risk -
| relevant standards for across Singapore’s market management practices
I Singapore and ASEAN financial industry :
L Cross-cutting objectives: Knowledge & Capacity Building and Technology & Innovation .
16
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esee  CASE STUDY by rpe

Green Bond Market Survey for Singapore:
Insights on the Perspectives of Institutional Investors and Underwriters

TEMBUSU
Asia

Investors’ Perspective )
Profile of Respondents

Demand from your stakeholders [l 2

Promoting ESG reporting on stock exchanges [l 2

Requirement by law to allocate certain portion of
portfolio to green assets

Regulatory support and guidance from regulator [N ©

I 7

Penalties for investing in high-carbon assets [l 2

Preferential treatment of low-carbon assets [N 16 = Insurance company

M Financial advisors and underwriters

Tax incentives or subsidies for investors  [INNIEEENEGEGEGENEENNNN o

B Asset management

= Local commercial bank (treasury)
W Other

[ External review of green bond framework NN 26 ]

Standardization of green taxonomy [N 23
ADB
% 0 5 10 15 20 25 30

17
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EXTERNAL REVIEW FOR FINANCIAL INSTRUMENT

Overview of the Verification Process

18
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The Bond Principles

lune 2021

o 2031

L3 f

Climate Transition Finance Handbook

Voluntary Process. Guidelines for Issuing

Sustainability-Linked Bond Principles

Volurtary Process Gudsines

June 2020

), Sustainatity Linked
#=7 Bond

Newer and Greener Finance Ecosystem for Businesses

W reus
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The Loan Principles

The @®APLMA

f( Sustainability Bond - Groan Loan Principlos
Guidelines ( Green Bond W\ iews LMA i

\\\\ ICMA Green Bond Principles LSTA

o M
Social Bond Principles [ (r—— s
Ve Process Guvines ot Sockl Borch —_—
o« June 2021 Sustainability Bond Guidsiines
S%% Aeetn Sustal
COz Vi

®seur 255 LMA

LSTA

19

Green, Social, Sustainability,

Handbook, ICMA 2023

[ X X X ]
.o Ly B4 . L . . . T_EMB.LEQ
Sustainability-linked Finance Initiatives
Green Loan Principles Social Il.oan Principles Sulstainable-linked Loan Principles
|
| |
il The I The | @A The | il ARG e o
|| Green Bond | Social Bond | ' Sustainability Bond | éﬁ, Sustainability-Linked
' Pnncllpies | P:Iinciples 1 Guidelines 1 B?nd Principles
|
o il Lo
i
! | L1 ! ' -
ﬁse of Proceeds* \ General Purposes* \
Green, Social, Sustainability Bonds Sustainability-Linked Bonds
(“GSS" or “UoP”) ("SLBs")
Core Components: Core Components:
1. Use of Proceeds 1. Selection of Key Performance Financial
2. Process for Project Evaluation and Selection Indiicators (KPls) I(.r;s.t;umant
3. Management of Proceeds 2. Calibration of Sustainabiiity oanae;
) : - Performance Targets (SPTs)
4. Reporting
3. Bond characteristics
Key Recommendations: 4. Reporting
1. Bond Frameworks 5. Verification
Q{sﬁerna\ Reviews / k /
‘ « Glimate  Climate Transition Finance Handbook (CTFH) Bl Ehc_!énatic @
e : % & | F uidance
Source: Adapted from Guidance \ Finance [Guidance may be applied to GS5/UaP Bonds or SLEs)

20
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eseo External Verification Process
The Schematic Diagram of review/ verification process

TEMBUSU
Asia

STAGE 1 STAGE 2 STAGE 4

Drafting & Issuing
Setting Scopes and Verification Conducting Verification Report
Boundaries Planning Verification and Verification
Statement

Accredited

Facility
VERIFIED SAC

VB-2023-03

Guided by Principles Reference
* Fair presentation | .
T . o nternational
* Impartiality + Documentation 1SO )
H . NTo=/ 1SO 14064-3
* Evidence-based approach ¢ Conservativeness

21

e=*+ Focus Area of Verification Activities L1
Details of activities would be decided based on Review Plan designed at STAGE 2 **

Performance

Management System Technical System .
Evaluation Procedure

Reporting Methodology Data Quality

22
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Setting the GHG
inventory
boundaries

Major Challenge:
Establish and document its
reporting boundaries, including
the identification of direct and
indirect GHG emissions

on
£©
°

U @
o
o Ux

collection

Major Challenge:
Data selection and collection
used for quantification

ese+ (Challenges in External Verification Process

And how to overcome

Data
verification

Major Challenge:
Provide justification/
evidence to substantiate

3\
&
Target setting
Major Challenge:

Set emission reduction
target

emission reported

23

Verification of Sustainability Performance Target and KPI
for Sustainability-linked Loan

B
Accredited
Facility
VERIEIEP| sAc

TEMBUSU Asia was engaged by a multi-disciplinary company in the
Oil & Gas industry to review and verify the baseline for
their Sustainability Performance Targets (SPT) and Key Performance
Indicators (KPI) for a Sustainability-Linked Loan. TAC served as an
independent party to review its SPT and KPI identification and
verified its GHG inventory baseline in accordance with the
International Standard 1SO 14064-3:2019.
Scope:
* Reviewed a subset of reported data, calculations and
methodologies used to generate the inventory report and
GHG data management system
* Conducted select field audits of a representative facility
* Conducted desk audit of data
* Examined the reported levels of accuracy and uncertainty
of emission estimates

24
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A sctan@tembusuasia.com

TEM BUS U As_ic _Consul’ring

(&52 +65 98159861

% http://tembusuasia.com/

25

10/5/2023

13



