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environment finance

Programme — 3 workshops and other activities during the

year

29 August 12 September
Workshop 1# Workshop 2#

Introduction to Voluntary exercise Reducing negative

Nature and and creating
Understanding your positive impacts
Context step-by-step

25 September
Workshop 3#

Mobilizing finance
for nature

programme initiative
Principles for
Responsible Banking

Optional: bilateral
feedback for
exercises
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Housekeeping rules & other information Principls for

Responsible Banking

« Slides and the recording will be shared after the workshop
* Please mute yourself during the workshop to avoid background noise

* Question and comments highly welcome during the session! You can
o Raise your hand in Webex if you want to speak up (anytime)
o Post questions in Webex’s chat (anytime)

o Post questions on Slido.com (voting code: 336699) (anytime) — Slido is anonymous, so you don’t even
need to mention your name

* You can zoom on the slides in Webex using the plus button:

010

- oo Join the interactions on slido.com
OLd 4336699

Viewing Gabor Gyura's applications = 100% + @ 4 Annotate "
I I
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Recap: what we covered at Workshop 2# Responsible Banking

* Integrating nature within practices and processes
Policies and processes

Capacity Building, Culture & Governance
Client engagement

Stakeholder engagements

O O O O
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High-level PRB approach in the context of the Global

biodiversity framework

Understand your context,
analyze your current prac-
tice and performance

[PRB Impact Protocol:
Impact Identification
& Assessment]

Understand country needs
and National Biodiversity
Strategies and Action Plans
(NBSAPs) to anticipate
evolving biodiversity-
related regulation

Assess nature-related
impact and dependencies
of your portfolio to identify
priority sectors and clients

(GBF Target 15 & 21)

Identify and prioritize
relevant global biodiversity
targets (GBF)

bank practices

[PRB Impact protocol:
Target-setting—

Practice Targets]

Mainstream Nature within
your organization (i.e.
policy, client engagement,
capacity-building etc..)

(All GBE .1 &14)
Mobilize Nature-related

finance (incl. by leveraging
climate-nature synergies)
and manage portfolio
composition

GBF Goal D and Target 19)

(

SN The focus of today’s

/ Integrate Nature within \ Reduce negative impact
and increase positive

impact to Nature

[PRB Impact protocol:
Target-setting—
Impact Targets]

Stop the loss of areas of
high biodiversity impor-
tance and protect and
restore 30% of Earth’s
lands, oceans, coastal
areas and inland waters

(GBF Target 1to 4)

Reduce additional pres-
sures on biodiversity from
human activities from
pollution and climate

ange
rget 7 & 8)

workshop

Contribute to relevant national Biodiversity priorities

./

A
bh L2

environment | finance
programme initiative

Principles for
Responsible Banking
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Today’s agenda Principles for

Responsible Banking
mame Opening and recap 10°

Categorizing clients and projects & the role of taxonomies 30’

s  Mizuho Financial Group’s experience 20’

» Presentation by Ms. Kumiko Takahashi, Director, Sustainability Planning Department

Financial instruments supporting nature 30’

Briefly about practice target setting and reporting 5’

e ClOSing 5'

unepfi.org | 6



o Please download and install the Slido
slido

app on all computers you use

Let's warm up! How do you feel
before today's workshop?

@ Start presenting to display the poll results on this slide.



o Please download and install the Slido
slido

app on all computers you use

Do you have any takeaways from
the previous workshops? Please
tell us!

@ Start presenting to display the poll results on this slide.
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High-level PRB approach in the context of the Global Biodiversity

Framework

-

Integrate Nature within
ank practices

[PRB Impact protocol:
Target-setting—

Practice Targets]

Mainstream Nature within
your organization (i.e.
policy, client engagement,
capacity-building etc..)

(Al 14)

Mobilize Nature-related
finance (incl. by leveraging
climate-nature synergies)
and manage portfolio
composition

(GBF Goal D and Target 19)

-

~
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Principles for
Responsible Banking

A key function of a bank with
regards to impact is where and
how it can direct capital, and
whether this shift in financial flows
and portfolio composition supports
a net change

in positive or negative impact.

Therefore, it’s highly important to
categorise and track the financial
flows and proportions of financial
activity dedicated to nature-related
activities.

unepfi.org | 10




An overview

Portfolio Categorization

environment
programme

Principles for
Responsible Banking

3 key levers for banks to reduce their negative impact and increase their positive impact on
nature

“Nature-positive”
clients & projects

Activities delivering
GBF positive impact
fargets

Clients in Transitionable “key negative”
sectors/activities

Products that support
clients in shifting from
harmful to neutral or
positive activities

Identified but not

yet operationalised
opportunities for client
engagement (e.g.,
setting nature-related
targets, developing
mitigation plan)

Clients in non transi-
tionable “key negative”
sectors/activities

Harmful activities
where no transition is
possible: earmark to
wind-down

finance
initiative

unepfi.org | 11
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How to use the portfolio categorization prinoipics o

Responsible Banking

In order to align the portfolio composition with the Global Biodiversity Framework, banks should be able to broadly
categorize financing transactions into whether they are a) ‘positive’ or contribute to the GBF, whether they are b)
opportunities for transition finance, or indeed whether they should be c) of concern or trigger safeguards.

Banks can use the 3 key levers (or categories) in the following way:

1. Existing Customers:
a) Existing customers / assets can be mapped against these 3 levers based on their sector/ or industry activity

b) This can derive key actions for banks that can be taken for each customer based on their categorization

2. New Customers / Transactions:
a) New customers / transactions can be assessed against these categories to ensure new transactions are aligning

with portfolio composition targets
3. Tagging and reporting of portfolio against the categories provide information on the level of alignment with the GBF

and allows for the bank to attain portfolio composition targets.

A few key considerations:

* Not all use of proceeds by clients will be known, for example in corporate general-purpose lending, Thus a bank might
have to look at the performance of the client overall rather than individual activities.

« The vast majority of finance for a typical bank will be in the transition category.

unepfi.org | 12



action guidance

Annex of PRB Nature Guidance - Key sector mapping &

s
fany
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Principles for
Responsible Banking

NATURE KEY SECTORS

November 2023

Contents

m Nature Key Sectors The sectors that are the most important to Nature (based on ISIC industry classification)

m Nature Sector Screening and A cheat sheet of recommended actions and metrics for banks in relation to nature key sectors.
Action Resource

m Technical Annex

> Methodology Explains how Key Sectors were identified based on sectoral mappings from several leading
organisations

> Topic nomenclature Displays and maps how the source initiatives name and refer to nature related topics

> Sector / activity classification Provides a cross-walk between the industry classifications used by the different source initiatives

A consolidated list of key sectors
for nature, based on existing
mappings, including
recommendations and guidance to
assist with the next engagement
steps for priority sectors.

unepfi.org | 13



Screening based on sector, industry - example

Categorising financeable activities by banks

environment
programme

finance
initiative

Principles for
Responsible Banking

lllustrative lllustrative
Ecosvstem / Description of Outcomes Type of Action for Engagement KPI on the KPI for bank Included in Relevant
Sector (ISIC) Industry Y Financed transactions 9ag . financial at portfolio major market | GBF impact
realm - (nature-related) . . bank Recommendation
Activity (illustrative) product level on standards? target
(IRIS+) theme
% of
portfolio /
volume of
finance
provided to
nature
. . positive (can
Carbon Support cI|e_r_1ts n be linked to
. Nature Positive -
sequestration, cateaory to arow Forest climate
1210 — 0200 — Terrestrial - Regenerative biodiversity Nature gory 1o grow Managemen | solutions) - [ISO/TR
- ) " and develop their . 2,3,7,8,10,11
Forestry Forestry forests agriculture uplift, Positive . . t Plan sample 24699:2009
) . businesses while
improving the L (012622) target e.g.
maintaining
water cycle UsD 1
standards o
billion new
lending to
nature
positive
clients and /
or activities
by 2030

Sources: IFC Biodiversity Finance Reference Guide, WEF AlphaBeta analysis, ENCORE, sustainable blue economy guidance, etc.

unepfi.org | 14



https://www.ifc.org/wps/wcm/connect/publications_ext_content/ifc_external_publication_site/publications_listing_page/biodiversity-finance-reference-guide
https://iris.thegiin.org/metric/5.3/oi2622/
https://iris.thegiin.org/metric/5.3/oi2622/
https://iris.thegiin.org/metric/5.3/oi2622/
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lllustrative lllustrative
Ecosvstem / Description of Outcomes Type of Action for Engagement KPI on the KPI for bank Included in Relevant
Sector (ISIC) Industry Y Financed (nature- transactions gag . financial at portfolio major market GBF impact
realm L . . bank Recommendation
Activity related) (illustrative) product level on standards? target
(IRIS+) theme
% of portfolio /
volume of
0219 — %?Jsri;;so;ensg Rubber Improve Opportunity to Species finance Regenerativ
Growing of Gathering of Terrestrial - lantation on biodiversity Transition |[ENGAGEMENT |encourage client to| Extinction provided to e Organic 2,3,7,8,
other perennial g forests P values via Finance |OPPORTUNITY| integrate industry Threat transition / Alliance 10,11
Forest degraded land . . . e
crops Products restoration best practices (PD6363) | deforestation- | certification
free portfolios
by 2025

Realm : Forests

Sources: IFC Biodiversity Finance Reference Guide, WEF AlphaBeta analysis, ENCORE, sustainable blue economy guidance, etc.

unepfi.org | 15


https://www.ifc.org/wps/wcm/connect/publications_ext_content/ifc_external_publication_site/publications_listing_page/biodiversity-finance-reference-guide
https://iris.thegiin.org/metric/5.3/pd6363/
https://iris.thegiin.org/metric/5.3/pd6363/
https://iris.thegiin.org/metric/5.3/pd6363/

78
UN &

finance
initiative

environment
programme

Categorising financeable activities by banks
Screening based on sector, industry - example

Principles for
Responsible Banking

Realm : Forests

Sources: IFC Biodiversity Finance Reference Guide, WEF AlphaBeta analysis, ENCORE, sustainable blue economy guidance, etc.

Type of lllustrative NSl
. YPeO KPI for Included in Relevant
Description Outcomes | transaction . Engagement KPI on the .
Sector Ecosystem . Action for . . . bank at major GBF
Industry of Financed (nature- S Recommendati financial . :
(ISlc) / realm L . : bank portfolio market impact
Activity related) (illustrative on product
level on standards? target
) (IRIS+)
theme
No new finance
for clien .
or clie s % of portfolio
producing or
buying beef or to be wound
Risks linked ying down or
0 soya beans from hased out
1010 — . . land cleared or P .
Processin Packing of |deforestation converted after N/A (no consistent
9 : beef or soy in supply Avoid CHALLENG ) with the 14 (if
and 1010 — | Terrestrial - . . . 2008 in the product KPI ) .
: products for chain, financing / E=NNA\Y/0]|p) . Paris avoided)
preserving off FMCG forests : . Amazon. Exclude| for avoided
retail depending | Phase out HARM . : : agreement
meat . new financing finance)
on location : and GBF /
where clients not .
and other . deforestation
willing to meet
factors L -free
sustainability .
. portfolios by
criteria (engage
. 2025
w client)

unepfi.org | 16



https://www.ifc.org/wps/wcm/connect/publications_ext_content/ifc_external_publication_site/publications_listing_page/biodiversity-finance-reference-guide

slido

Company with chemically intensive cotton crop
production and apparel supply chain operations that
impact protected areas or areas of high water stress.

@ Start presenting to display the poll results on this slide.



slido

Company with microirrigation projects which reduce
water footprint, increase farm productivity and increase
farmer incomes.

@ Start presenting to display the poll results on this slide.



slido o=

Municipality company with activities Wastewater
Treatment, Reuse, Conveyance Infrastructre, retrofitting
existing infrasturcture.

@ Start presenting to display the poll results on this slide.



Screening based on realm - example

Categorising financeable activities by banks
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Type of

Action for bank

CHALLENGE /
AVOID HARM

ENGAGEMENT

Resilience,

Sector (ISIC)  [Industry Ecosystem Des_c!'lptlon of Financed [Outcomes (nature iransactions
realm Activity related) , .
(illustrative)
Chemically intensive
1729 — .
cotton crop production and
Manufacture of apparel supply chain Loss of freshwater Avoid financing /
3219 — Textiles [fabric for Freshwater pparel supply C resources, water use 9
. . operations that impact . . Phase out
industrial use, inefficiency
. protected areas or areas
textiles .
of high water stress
Microirrigation projects .
: Reduced abstraction
4100 — which reduce water
4200 — ) e of freshwater, L
. IAgriculture Freshwater [footprint, increase farm Nature Positive
IAgriculture J . reduced carbon and
Infrastructure productivity and increase .
. water footprint
farmer incomes
Total Water .
Transition
Recycled and .
Finance
4100 Reused
4200 — \Wastewater Treatment,
. \Wastewater
Industrial / Reuse, Conveyance
Treatement / Freshwater o
Urban Infrastructre, retrofitting
Reuse L
Infrastructure existing infrasturcture
Infrastructure
ITotal Groundwater
conserved and Transition
harvested, Climate |Finance

OPPORTUNITY

Illustrative KPI on the(lllustrative KPI for| Example: [Included in RelzvEn
Engagement . . . Fi ial . GBF
Recommendation financial product bank at portfolio inancial |major market impact
(IRIS+) level on theme Products |standards?
target
All new finance for water
|nte_n5|vc_e sites in bgsms 9% of portfolio to be
acing high water risks
require verified water wound down or . IAlliance for
) N/A (no product KPI  |phsaed out Sovereign 1,2, 3, 10,
stewardship plans. Exclude . ) ) . : \Water
. : ) for avoided finance) |consistent with the [lending . oo11,12
new financing where clients : Stewardship
- Paris agreement
not willing to meet
e o and GBF
sustainability criteria
(engage w client)
o .
Support clients in Nature % of portfol_lo /
- \volume of finance .
Positive category to grow rovided to nature |Corporate /Alliance for 14 (if
and develop their \Water Type (OD7536) provi P \Water N
. ) positive (can be loans, bonds . lavoided)
businesses while - ] Stewardship
L linked to climate
maintaining standards -
solutions)
Engagement with
sovereign clients e.g. )
Municipal Corporations / Alliance for 378
Urban Local Bodies for Water 011
identification of Stewardship |~
opportunities to implement % of portfolio /
wastewater reuse projects |Water Discharged \volume of finance [Sovereign
and discuss the potential of |(O10386) provided to lending
water reuse investments in transition
water intensive industries Alliance for
emphasising the 2,3,7,8,
. : \Water
importance of circular . [10,21
o Stewardship
leconomy principles

Realm : Freshwater

Sources: IFC Biodiversity Finance Reference Guide, WEF AlphaBeta analysis, ENCORE, sustainable blue economy guidance, etc.
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https://www.ifc.org/wps/wcm/connect/publications_ext_content/ifc_external_publication_site/publications_listing_page/biodiversity-finance-reference-guide
https://iris.thegiin.org/metric/5.3/od7536/
https://iris.thegiin.org/metric/5.3/oi0386/
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Deep Dive: Nature-positive clients and projects (,,seek out”)

Clients in non transi-
tionable “key negative”
sectors/activities

Clients in Transitionable “key negative”
sectors/activities

“Nature-positive”

clients & projects

Activities delivering
GBF positive impact
fargets

Products that support
clients in shifting from
harmful to neutral or
positive activities

|dentified but not

yet operationalised
opportunities for client
engagement (e.g.,
setting nature-related
targets, developing
mitigation plan)

Harmful activities
where no transition is
possible: earmark to
wind-down

unepfi.org | 22
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Nature-positive clients and projects (,seek out") ——
- Responsible Bankin
Deep Dive ’ ’
* Financing or enabling entities and activities that develop and scale \
conservation, restoration or sustainable use, delivering particularly The term “nature-positive” is
on GBF targets 1-3 and 11. not defined in the Global

i - Biodiversity Framework
+Your bank should transparently and clearly define what they define as 0CIVErsity W

“nature-positive”, cross-referencing to the GBF impact targets. Broadly speaking, the term is

used to describe a world

« These entities or activities are expected at this stage to be a small where nature—especially
proportion of each bank’s portfolio given the challenge in developing biodiversity comprising
relevant financial products. species, genes, and

ecosystems—is being restored
and is regenerating rather
than declining.

«  These are activities most likely present in the Substantial Contribution’
pillar of a sustainable finance taxonomy (if your country has a green \

or sustainable finance taxonomy).

unepfi.org | 23




Nature-positive clients and projects (,,seek out”)

Relevance of ‘Impact Pathways’

« Animpact pathway describes how, as a
result of a specific business activity, a
particular impact driver can lead to
changes in natural capital and flows of
ecosystem services, and how these
changes affect different stakeholders
(TNFD, 2023).

« Itis important to understand the difference
between impact drivers and impact to
nature (change to the state of nature), as
many green & sustainable taxonomies
consider reduction in impact drivers (such
as pollution control) that is relevant to
reduced pressures on nature, and only few
directly address the impact to nature (such
as restoration of ecosystems).

5 Drivers of

78
UN &
e

environment
programme

finance
initiative

Principles for
Responsible Banking

& 6O

Invasive alien
species introduction/
removal

Resource use/ Pollution/
replenishment pollution removal

Land/ freshwater/
ocean use change

Climate change

Nature Loss
(=]

Impact driver and
external trends

The organisation withdraws water
from ariver. Climate change leads to
anincrease in droughts.

e

Change to the
state of nature

The organisation's
withdrawal of water
combines with the increase
in droughts to reduce water
flow and increase the

Change in business sediment load.
and societal value
Health problems for local

communities

25

Change in availability of
ecosystem services

There is areductionin
availability and quality of water
for local communities.

unepfi.org | 24
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Nature-positive clients and projects (,,seek out”) prnciplesor
How taxonomies incorporate nature ’ i

Taxonomies offer a way for countries to ensure that

local assets, activities, projects, and entities labelled da

as “green”, social, and sustainable make a substantial bg Convention on __X& PARIS2015

contribution to achieving both international goals and Bilogeal Diversty 3 OPMENT COPLICHPTT  GLOBAL LEVEL
national development strategies and priorities. GOALS

Taxonomies can provide guidance on what can be
broadly considered as nature-positive. In general, they
can address or incorporate nature-related assessment
through part or all of the following approaches:

REGIONAL LEVEL

< as an environmental objective (EO); NATIONAL LEVEL

« as an eligible green category / project, through
qualitative and/or quantitative eligibility criteria;

INDUSTRY LEVEL

« as part of do no significant harm (DNSH) criteria
(e.g. when nature is not the primary EO).

Source: Adapted from the IFC Green Banking Academy

Source: UNEP FI; Sustainable Banking and Finance Network (SBEN) Toolkit on Sustainable Finance Taxonomies unepfi.org | 25



https://www.sbfnetwork.org/wp-content/uploads/2024/05/SBFN-Toolkit_Sustainable-Finance-Taxonomies.pdf

Nature-positive clients and projects (,,seek out”)

Green Taxonomies and relevant Nature Objectives

Emerging international guidance documents on ‘Nature Finance’

Guidelines for Blue Finance
Guidancefor financing the Blue Economy.
building on the Green Bond Principles
andthe Green Loan Principles

www.ifc.org/en/insights-reports/2022/biodiversity-
finance-reference-quide

www.icmagroup.org/assets/documents/Sust
ainable-finance/Learning-resources/IFC-
Blue-Finance-Guidance-Document_January-
2022-270122.pdf

ASEAN TAXONOMY FOR
SUSTAINABLE FINANCE

Regional
Taxonomies:
ASEAN Taxonomy
for Sustainable
Finance

ASEANZSs™

https://www.theacmf.org/images/downloads/
pdf/ASEAN-Taxonomy-Version-3.pdf

UN

environment finance
programme initiative

Principles for
Responsible Banking

National Taxonomies in Asia Pacific

ERODETR AR Tk (20214005 )

an

T wa/en

BTV LY

Climate Bonds

SUSTAINABLE
FINANCE

MQE

Singapore
Green Bond Framework

Green Bond Framework

“ The Government of the
Hong Kong Special Administrative Region

Sovereign
Sustainable Finance
Frameworks

unepfi.org | 26


https://www.ifc.org/en/insights-reports/2022/biodiversity-finance-reference-guide
https://www.ifc.org/en/insights-reports/2022/biodiversity-finance-reference-guide
http://www.icmagroup.org/assets/documents/Sustainable-finance/Learning-resources/IFC-Blue-Finance-Guidance-Document_January-2022-270122.pdf
http://www.icmagroup.org/assets/documents/Sustainable-finance/Learning-resources/IFC-Blue-Finance-Guidance-Document_January-2022-270122.pdf
http://www.icmagroup.org/assets/documents/Sustainable-finance/Learning-resources/IFC-Blue-Finance-Guidance-Document_January-2022-270122.pdf
http://www.icmagroup.org/assets/documents/Sustainable-finance/Learning-resources/IFC-Blue-Finance-Guidance-Document_January-2022-270122.pdf
https://www.theacmf.org/images/downloads/pdf/ASEAN-Taxonomy-Version-3.pdf
https://www.theacmf.org/images/downloads/pdf/ASEAN-Taxonomy-Version-3.pdf
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Nature-positive clients and projects (,,seek out”)

Principles for

Green Bond and Loan Principles — Biodiversity Reference Guide Responsible Banking

« To be consistent with the Green Bond Principles and Green
Loan Principles, it is best practice for an issuer of green

B I 0 D I V E R S I T Y bonds or borrower of green loans with a biodiversity finance

F | N A N C E component to prepare a framework that clearly distinguishes
the biodiversity activities for the use of proceeds.

REFERENCE

GUIDE

BUILDING ON
THE GREEN BOND
PRINCIPLES AND

Investment activities that seek to generate biodiversity co-benefits.
This category of accepted use of proceeds includes financing for activities
within or through established business operations and production
practices that seek to address the key drivers of biodiversity loss.

GREEN LOAN
PRINCIPLES

Investments in biodiversity conservation and/or restoration as the
primary objective. This category covers direct financing of conservation,
restoration, and related services.

()

Investments in nature-based solutions to conserve, enhance,

and restore ecosystems and biodiversity. These solutions provide
infrastructure-type and other services that are material to projects’
operations and that can displace or complement man-made structures
(such as gray infrastructure).

|IFC’s Biodiversity Finance Reference Guide

Use of Proceeds

unepfi.org | 27


https://www.ifc.org/content/dam/ifc/doc/mgrt/biodiversity-finance-reference-guide.pdf

Examples:

» Climate-smart agriculture

* Measures that achieve
conservation, greater efficiency, and

* sustainable water use

» Biodiversity-friendly fishing

» Sustainable tree-crop production

See full (but non exhaustive) list in
IFC's guide

Use of Proceeds

KD

environment | finance
programme initiative

Nature-positive clients and projects (,,seek out”) E—
Green Bond and Loan Principles — Biodiversity Reference Guide (1/3)

Responsible Banking

~\

Investment activities that seek to generate biodiversity co-benefits.
This category of accepted use of proceeds includes financing for activities
within or through established business operations and production
practices that seek to address the key drivers of biodiversity loss. y

Investments in biodiversity conservation and/or restoration as the
primary objective. This cateqory covers direct financing of conservation,
restoration, and related services.

Investments in nature-based solutions to conserve, enhance,

and restore ecosystems and biodiversity. These solutions provide
infrastructure-type and other services that are material to projects’
operations and that can displace or complement man-made structures
(such as gray infrastructure).

unepfi.org | 28



Nature-positive clients and projects (,,seek out”)
Green Bond and Loan Principles — Biodiversity Reference Guide (2/3)

Examples:

« Conservation or restoration to
create biodiversity credits

« Payments for ecosystem services

environment | finance
programme initiative

Principles for
Responsible Banking

Investment activities that seek to generate biodiversity co-benefits.
This category of accepted use of proceeds includes financing for activities
within or through established business operations and production
practices that seek to address the key drivers of biodiversity loss.

« Wetland conservation/restoration to
provide and sustain ecosystem
services

* Watershed management activities

restoration, and related services.

Investments in biodiversity conservation and/or restoration as the
primary objective. This category covers direct financing of conservation,

See full (but non exhaustive) list in
IFC's guide

Use of Proceeds

(such as gray infrastructure).

Investments in nature-based solutions to conserve, enhance,

and restore ecosystems and biodiversity. These solutions provide
infrastructure-type and other services that are material to projects’
operations and that can displace or complement man-made structures

unepfi.org | 29



Examples:

« Natural or ecological infrastructure
that prevents runoff of agrochemicals
and sediment into rivers or coastal
water basins

* Green/blue urban infrastructure such
as green roofs

« Nature-based solutions for solar
farms

See full (but non exhaustive) list in IFC's
guide

Use of Proceeds

KO
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Nature-positive clients and projects (,,seek out”) E—
Green Bond and Loan Principles — Biodiversity Reference Guide (3/3)

Responsible Banking

Investment activities that seek to generate biodiversity co-benefits.
This category of accepted use of proceeds includes financing for activities
within or through established business operations and production
practices that seek to address the key drivers of biodiversity loss.

Investments in biodiversity conservation and/or restoration as the
primary objective. This category covers direct financing of conservation,
restoration, and related services.

Investments in nature-based solutions to conserve, enhance, \
and restore ecosystems and biodiversity. These solutions provide
infrastructure-type and other services that are material to projects’
operations and that can displace or complement man-made structures
(such as gray infrastructure).

J
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Nature-positive clients and projects (,,seek out”)
ASEAN Taxonomy for Sustainable Finance — version 3 (1/2)

*  “Protection of healthy ecosystems
& biodiversity” is one of the four
environmental objectives
(EO3).

» It focuses on the incorporation of
conservation, restoration, and
protection mechanisms of the
natural ecosystem and
biodiversity. This is location and
context specific.

«  The Taxonomy also requires any
Activity to fulfil three Essential
Criteria (EC) for classification: Do
No Significant Harm (DNSH),
Remedial Measures to
Transition (RMT), and Social
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Principles for
Responsible Banking

Environmental Objectives

O Climate change O Climate change

mitigation adaptation
. Promote resource
O Protection of healthy O .
ec(_)sy‘stem_s & transition to circular
biodiversity

economy

Essential Criteria
ODO No Significant Harm

o

O Remedial Measures
to Transition

Social Aspects

Foundation Framework (FF)

Qualitative based sector-agnostic screening criteria and
decision flow

| Green-FF Red - FF

Plus Standard (PS)

Technical Screening Criteria for 6 Focus Sectors and 3 Enabling
Sectors

Aspects (SA).

Focus Sectors
1. Agriculture, forestry & fishing
. Electricity, gas, steam and air
conditioning supply
. Manufacturing
. Transportation & storage
. Water supply, sewerage, waste mgmt.
. Construction & real estate

]

DO bW

. Information & communication
2. Professional, scientific &

. Carbon capture, storage &

Enabling Sectors

technical

utilisation

Amber - Tier 3

Source: ASEAN Taxonomy for Sustainable Finance — version 3

Figure 1: Structure of the ASEAN Taxonomy
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Nature-positive clients and projects (,,seek out”)
ASEAN Taxonomy for Sustainable Finance — version 3 (2/2)

To cater to diverse potential users, the
approaches for assessment under the
ASEAN Taxonomy include the
principles-based Foundation
Framework (FF) that allows for a
qualitative assessment on Activities, and
the Plus Standard (PS) which uses
Technical Screening Criteria (TSC) to
classify Activities as either ‘Green’ or
‘Amber’.

The right-side figure shows the PS
Assessment Tree, where the Company
is required to provide evidence of the
fulfilment of the terms of the EO (or
EOs), DNSH (if material), RMT (if
applicable) and Social Aspects.

Source: ASEAN Taxonomy for Sustainable Finance — version 3

Activity fulfils Tier

1 TSC for ED
under assessment

causes significamt

harm to other EOs  TECLEETETTTE

at the fime of
assessment

measures planned
to address harm
within 5 years

1. DMNSH Requirements are the same for all Tiers
2. Activity must be re-assessed to ensure harm has been remediated within 5 years
3. Social Aspects are the same for all Tiers

Activity meets
DNSH
requirements for LLLLIELELy

at the time of
assessment

within 5 years
(Note 2)
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Activity fulfils Tier
3 TSC for ED
under assessment

harm to other EDs  EEEELLELEL
at the time of
assessment

within 5 years
(Note 2)
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Nature-positive clients and projects (,,seek out”)

. . . Principles for )
Indonesia Taxonomy for Sustainable Finance (1/2) Responsible Banking
&(IW“ ." *  The Taxonomy adopted some of the main features of the

ASEAN ASEAN Taxonomy for Sustainable Finance, including

> the four environmental objectives (EO), as well as the three

f"NDONES'A essential criteria (EC), namely Do No Significant Harm/DNSH
TAXONOMY FOR (EC1), Remedial Measures to Transition/RMT (EC2), and
SUSTAINABLE S Social Aspect/SA (EC3).

FINANCE

«  “Protection of Healthy Ecosystems and Biodiversity” is one of
the four EOs under this taxonomy, i.e. EO3

> « Itis designed to assess an Activity using an EO and essential
B 2N A criteria (EC) approach. For corporates, the assessment will be

S conducted using Technical Screening Criteria (TSC), while for
other types of issuers, the Sector-agnostic Decision Tree
(SDT) Assessment will be used.

+ EO3is embedded in these different components of the
Taxonomy, depending on the selected EO(s) of an Activity.
Refer to general principles in the following slide.

February 2024

unepfi.org | 33

Source: Indonesia Taxonomy for Sustainable Finance



https://www.ojk.go.id/keuanganberkelanjutan/BE/uploads/siaranpers/files/file_8ef04400-9a1b-430a-ba66-88f11a126877-27032024132325.pdf

Nature-positive clients and projects (,,seek out”)
Indonesia Taxonomy for Sustainable Finance (2/2)

EOQ3: Protection of Haalthy Ecosystems and Biodiversity

EO3 focuses on the incorporation of conservation, restoration, and
protection mechanisms of the natural ecosystem and biodiversity.
EO3 is location and context specific, typically relevant for Activities
related to the agriculture, forestry and fisheries, real estate and
manufacturing sectors. EO3 aims to promote positive impacts and
minimize or eliminate negative impacts of an Activity on natural
ecosystems and biodiversity.

General Principles for EQO3 Criteria

An Activity intended to promote EO3 shall conform with the following principles while simultaneoushy
minimizing or eliminating negative impacts on the natural ecosystem and biodiversity:

1.

Enable ecosystem restoration and/or facilitate the protection of ecosystems.

. Implement necessary measures to protect ecosystems and biodiversity.

2
3. Enforce and empower existing policies related to the protection of natural areas.
4.
b

Take into consideration the sustainable and equitable use of biodiversity and ecosystem services.

. Substantially contributes to environmental protection from pollution by improving levels of air, water,

and/or land quality, including the cleaning up of litter and other pollution.

. Substantially confributes to achieving good environmental status of Bodies of Water, through

protection, preservation, or restoration mechanisms; including improving water management
and efficiency activities, as well as promoting the sustainable use of water through the long-term
protection of available water resources.

Examples of EQ3 Criteria

. Obtain and implement Environmental Impact AssessmentEnvironmental and Social Impact

Assessment (AMDALUKL-IPL/SPPL).

Undertake the management of protected and/or rare, endangered, and endemic flora and fauna
as documented in accordance with established provisions and/or scientific research/biodiversity
studies.

Source: Indonesia Taxonomy for Sustainable Finance

environment | finance
programme initiative

Principles for
Responsible Banking

SDT assessment are used for economic activities that fall
under the scope of the Indonesia Taxonomy. The assessment
is conducted by answering principle-based guiding questions,
which can be adjusted according to user needs and local
conditions.
EO3: Protection of Healthy Ecosystems and Biodiversity

List of Guiding Questions
Does the Activity contribute to protecting, preserving, restoring, minimizing negative effects on
ecosystems and biodiversity, or enable other stakeholders andfor Activities to protect ecosystems
and biodiversity?

Fulfills question 1 or 2:

1. Does the activity confribute to one of the EC3 principles (as outlined in CHAPTER 2.B.1)7

2. Does the Activity enable other stakeholders (including communities) and/or other Activities
in protecting ecosystems and biodiversity?

General Guidelines of DNSH EO3

Objective Condition Causing Significant Harm

Sustainable wuwse and | The activity that harm ecology, water bodies, including surface
protection of water and | water and groundwater, or marine waters should be addressed

Marine resources through appropriate measures,

Pollution prevention and | The activity results in increased emissions into the air, water, or

control land compared fo conditions prior to its commencement;

Protection of healthy | The activity that significantly harms the condifion and resilience of

ecosystems ecosystems or the conservation status of habitats and species,
including community interests, should be carefully assessed and
addressed.
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Singapore Green Bond Framework (1/2)
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« Although not a taxonomy, Singapore’s sovereign Green Bond Framework incorporates nature in its environmental
objectives and Green Categories (both biodiversity conservation and nature-based solutions).

MOF

Mgy oF Bt

Singapore
Green Bond Framework

Jarw 2022

Source: Singapore Green Bond Framework

This Framework is an important
component of Singapore’s overarching
sustainability strategy.

Under this Framework, Singapore, can

issue green bonds under the Significant

Infrastructure Government Loan Act
2021 (“SINGA?).

This national Framework also serves as
a reference for Statutory Boards’
respective green bond frameworks.

For the eligibility criteria, the Framework
took reference from existing market
standards and principles (e.g. ICMA,
CBI), wherever relevant and feasible.

The Singapore Green Plan 2030 is a national

@ GREEN PLAN sustainability movement which seeks to rally

bold and collective action to tackle climate change,
to keep Singapore a green and liveable home.

Our Key P
Focus Areas: 2 City in Nature
. P
“ :; - : Create a green, liveable
s A and sustainable home for
fart '.1 Singaporeans

o

Sustainable Living

Save precious resources
and reduce our carbon
footprint

Green Government

Public sector will lead
on sustainability

Energy Reset

Use cleaner energy and
increase energy efficiency

Harness sustainability
as a new engine of jobs
and growth

Resilient Future

Build up Singapore's
climate resilience, including
enhancing our food security

www.GreenPlan.gov.sg
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Singapore Green Bond Framework (2/2)

Green Category: Climate Change Adaptation

Environmental Objective  Sub-categories
Climate change adaptation * Information suppeort systems, such as cimate observotion and early

warning systems
* Chmate change resilient infrastructure, flood defence systems that
reduce flood risks and other risk mitigation proegrammes

* Technical consultancy and subsequent engineenng actraties dedicated
Green Plan Pillar to adaptation o climate change
Resilient Future * Modelling system, for simulating, evaluating, and forecasting flocd nsks
* RA&D relahng to coastal profechon
* Mature-based solutions to sirengthen climate resilience such as coastal
and inland floed resilience, and measures to achieve Urban Heat
Island {"UHI") mitigation such as urban planning and building design

to mmamise shade and wind flow as well as the use of urban greenery
to reduce heat absorphion

SDGs mapping

Examples of Eligible Expenditures

* Site-specific studies to toilor coastal protection strategies,
and implementation of coastal odoptotion measures. Site-
specific studies of differenf segments of Singapore’s coasfline will
be progressively carried ouf to idenfify odoptotion pothways and
protecfion measures, which form Singopore’s longferm coasfol

protection plans.

* Development of Coastal-Inland Flood Model to manage inland
and coastal flood risks holistically. The development of the Coastal-
Inland Flood Madel, that is capable of simulafing and evaluating both
inland and coastal flood risks holistically.

Source: Singapore Green Bond Framework

Nature-positive clients and projects (,,seek out”)

Environmental Objective
Biodiversity conservation
Matural rescurce conservation

Green Plan Pillar

Green Category: Biodiversity Conservation and Sustainable

Management of Natural Resources and Land Use

Sub-categories

Improvement in sustainability and liveability of the urban environment

o Reforestation, conservation, haobital restorafion, and species
recavery

o Terrestrial and aquatic biodiversity conservation (e.g. haobitat
enhancement, nature corridors and nature ways for ecological

connectvity)

Exomples of Eligible Expenditures

Transforming Singopore into a City in Noture. To transform

Singopore info a Cify in MNature, we are conserving and extending

Singopore’s nafural capifal island-wide, through the following key

strafegies:

(i) Expanding the Nature Pork Network;

(i) Intensifying noture in gardens and parks;

{11} Restoring nature info the vrban londscape (e.g. through skyrise
greenery); and

(iv) Strengthening connectivity between Singapore’s green spaces (e.g.
nature cormdors, nature ways, and park connector networks).

MNParks also works with the community fo encouroge nature

stewardship, for example through planting an addifional one million

trees in Singapore under the OneMillionTrees movement. To promofe

communify ownership, stewardship, and health and well-being, MParks”

programmes include Community in Nature, Community in Bloom,

allotment gardens, Gardening with Edibles, and the development of

an island-wide network of therapeutic and nature playgardens.

Nature Conservafion Masterplan. The Maosterplan aims fo
systematically consclidate, coordinate, strengthen and infensify
MParks’ bicdiversify conservation efforts. it comprises 4 thrusfs:

{1} Conservaiion of key habitats;

(i) Habitat enhancement, restoration ond species recovery;

(i) Applied research in conservation biclogy and planning; and

{v) Communify stewardship and ouireach in nature.

See more defails here.

environment
programme

Principles for
Responsible Banking
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Deep Dive: Clients in Transitionable "key negative” R e e Rering
sectors/activities

“Nature-positive” Clients in Transitionable “key negative” Clients in non transi-

clients & projects sectors/activities tionable “key negative”
sectors/activities

Activities delivering Products that support | Identified but not i Harmful activities

GBF positive impact clients in shifting from | yet operationalised Iwhere no transition is

targets harmful to neutral or opportunities for client |} possible: earmark to
positive activities engagement (e.g., i wind-down

setting nature-related
targets, developing
mitigation plan)

e ——————
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Clients in Transitionable ”key negative” sectors/activities

Deep Dive

Transition finance

Under engagement

environment | finance
programme initiative

Principles for
Responsible Banking

Financing or enabling entities and activities that direct finance towards
transition activities with nature KPIs.

Example: activities within agriculture to improve biodiversity outcomes.

Where relationships with clients are still underway to encourage the
development of transition plans, science-based targets or other.

But this would ultimately lead to new financing opportunities as above (i.e.
transition finance).
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Transition to ‘Nature-Positive’ represents a significant investment opportunity

Together, the threats emerging from three key socio-economic systems endanger around 80% of the threatened or
near-threatened species and require a critical shift towards nature-positive business models.

15 priority transitions across the three key socio-economic systems that can form the blueprint of a multistakeholder

action agenda for nature-positive pathways.

15 transitions in the three socio-economic systems could deliver $10.1 trillion of annual
business opportunities and 395 million jobs by 2030

Food, land and Infrastructure and the Energy and
ocean use built environment extractives

Total business ‘ ’ | l Total
opportunities by 3,565 3,015 ‘ 3,530 10,110
system in 2030
USS$ billions™
Total jobs by
system in 2030 191 117 87 395

Millions

*Based on estimated savings or project market sizing in each area. These represent revenue opportunities that are incremental to business-as-usual scenarios
Where available, the range is estimated based on analysis of multiple sources. Rounded to nearest US$5 billion

SOURCE: Literature review; Market research; Expert interviews; AlphaBeta analysis

Capital investment required to capture opportunities in the three systems
is around $2.7 trillion annually

Annualized investment costs (2020-30)

$ trillion; 2019 values’
(o]
@ Food, land and ocean use

(/& 1°"\ Infrastructure and the
—“=/ ] built environment

While this is a
substantial capital
demand, it is
comparable with the
$2.2 trillion stimulus
package announced by
just the US in March
2020 in response to
COVID-19

Ll 4| Energy and extractives

Total 2,71 0

* Based on estimated investment requirements to capture the business opportunities linked to transitions in each system. Rounded to nearest $5 billion.

SOURCE: Literature review; Global Sustainable Investment Alliance; AlphaBeta analysis
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Deep Dive: Clients in Transitionable ”key negative”

Principles for

L Responsible Banking
sectors/activities e
There are opportunities for financing the transition in many sectors

Transitions

1 2 3 i 5

Circular
Nature- material flows  High-quality

Regenerative  compatible Nature-positive and business  nature-based

System Industries agriculture products systems design models solutions
\m  Agriculture, food,

Food, fiber, ~Y and beverages
and biofuels

- Retail, consumer
system || goods, and lifestyle

Infrastructure M Infrastructure and

and built urban development
environment

system % Power and utilities
Natural Mining, metals,
resources ©© and oil

and energy ? Chemicals and
system O advanced mfg.

B Key role/impact Supporting role/impact Limited role/impact
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Deep Dive: Clients in Transitionable ”"key negative”

sectors/activities
Transition financing opportunities

In value
chain

#
® Avoid b Reduce :ﬁ.\é Restore & Regenerate

Transition of real economy businesses’ operations and value chain

Finance the re-engineering of current business processes

+ Finance efficiency-enhancing technologies and processes in operations (to reduce waste, recycle
water, reduce energy use,...)

» Finance the transition towards a deforestation-free and conversion-free supply chain

+ Finance the sustainable management of natural resources (e.g., timber, soil,...) in the value chain

Finance new products and revamping business model

* Finance the development of new products or services (e.g. alternative proteins)
» Investin circular business models (e.g. refillable packaging and refill stations)

* Invest in regenerative agriculture, sustainable aquaculture & forestry

* Invest in ecotourism & recreation

Conservation Restoration

« Fund protected and conserved

areas
» Fund other effective area- » Fund forest landscape

based conservation measures restoration

(OECM) + Fund mangrove restoration
+ Fund wildlife protection .

programs

World Economic Forum, 3 ways banks insurers and investors can help reverse biodiversity loss, 2024

%& Transform

Transform the
underlying systems

» Invest in nature
technology

+ Invest in nature
database and
analytics

* Fund the enabling
conditions (e.g.
awareness, capacity
building etc)

environment finance
programme initiative

Principles for
Responsible Banking

Impact Mitigation
Hierarchy

<ransfory,

Restore &
/ regenerate

Reduce

The mitigation hierarchy is a
widely used tool that guides
users towards limiting as far as
possible the negative impacts
on biodiversity (which follows
the PS6 IFC standard, and the
ARST response action
framework of SBTN)
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Deep Dive: Clients in non transitionable “key negative” Responsible Banking
sectors/activities

“Nature-positive” Clients in Transitionable “key negative” Clients in non transi-

clients & projects sectors/activities tionable “key negative
sectors/activities

Activities delivering Products that support | Identified but not Harmful activities

GBF positive impact clients in shifting from | yet operationalised where no transition is

targets harmful to neutral or opportunities for client 1| possible: earmark to
positive activities engagement (e.g., wind-down

setting nature-related
targets, developing
mitigation plan)
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Clients in non transitionable “key negative” sectors/activities 0 saning
Deep Dive

« Harmful activities which are earmarked to avoid new financing in line with scientific credible sources.

« Challenge harmful activities and earmark to wind-down where no transition planning is possible or the client
Is unwilling to consider after a period of engagement.

o This may include historical finance which has been identified to contradict a policy related to nature,
which would not be approved in present circumstances but has been earmarked to wind-down.

- A few considerations:

o This category may be less useful for nature than for climate, as most lending and investing will be to
companies with a mix of activities with different gradations of impacts.

o For asset-based or project-based transactions (especially where use-of proceed is known) this may be
useful.
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Capital
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Mizuho's sustainability
promotion structure




Mizuho Financial Group - Organization

Strictly Confidential

(As of March 2024/ Rounded figures)

Mizuho Financial Group (FG)

1
Banking Trust Securities
Others

In-house companies (BK) (TB) (SC)
1. Retail & Business Banking Company (RBC)
2. Corporate & Investment Baking Company (CIBC)
3. Global Corporate & Investment Baking Company (GCIBC)
4. Global Markets Company (GMC)
Units
Global Transaction Banking Unit (GTU)
Research & Consulting Unit (RCU) - MHRT

Forbes Global 200 "1
coverage

90w%

Individual customers = Securities accounts Coverage of listed

companies in Japan

22w 1.6wm 80w%

*1: Top 200 corporations from Forbes Global 2000. *2: Consolidated basis per entity.

*3: Incl. items which should be eliminated as internal transactions between subsidiaries on a consolidated basis.
*4 Consolidated basis as of the end of FY2023

(Source) Mizuho Financial Group

MIZWHO

Gross profit by segment

GCIBC
25.0%
CIBC
20.8%

By in-house
Companies

GMC
16.1%

AMC
21%

TB By entity *2

78.9%
Total assets™ Loans™ Deposits™
JPY279Tn JPY93Tn JPY171Tn
Private and confidential | 4



Mizuho Financial Group — CSuO organization

Strictly Confidential

Mizuho Financial Group (FG)

Supervision line

Board of Directors — Risk Committee

Business execution line

Executive Management

Committee
Group CEO . o .
Sustainability Promotion
Committee
_I Newly established in September 2022

Yasuhiko USHIKUBO
Chief Sustainability Officer
Head of Research & Consulting Unit

P
S ———_

In-house companies & units

Group entities (BK, TB, SC, RT etc.)

MIZWHO (Source) Mizuho Financial Group

I Sustainability Planning Department

» Group-wide strategic planning function in the
sustainability

<Key functions>

1) Strategic planning & execution (climate change,
natural capital, human rights)

2) Disclosure (research & analysis, GHG measurement)
3) Policy engagement & stakeholder communication
4) Internal enlightenment

I Sustainable Business Promotion Department

» Sustainable business execution

<Key functions>
1) Business strategy planning & external publicity

2) Incubation & cultivation, strategic alliances and
partnerships

3) Client engagement & business promotion in the
transition

Private and confidential | 5



Mizuho Financial Group — Sustainability Planning Department Strictly Confidential

General Manager

B External engagement & initiatives B Intelligence
- Climate change (GFANZ, NZBA, PCAF) - Business environment & regulatory frameworks
Managing Director - Sustainability disclosure (SSBJ) B Task forces
- Japan Bankers Association - Sustainable financing framework
- Disclosure and publicity - Anti-sustainability wash management

_ = Climate change = TCFD/TNFD reports
Environmental & Social (Transition plan, Scope3)

Team _ s GFANZ, NZBA, PCAF
= Natural capital

m Compliance with new regulations (Environment,

m Human rights human rights)

Deputy
General Manager m Responsible finance

m Policy engagement
m Responsible procurement

B Planning & promotion B Internal enlightenment
Planning Team B Hosting committees B Investor/ stakeholders relation
W Internal management & communication B Reputational risk and wash risk management
B Scopel &2 )
Gene[r)aelpl\l/ljgager B Employee led SX projects " D.|sclosjure ‘
B Synchronizing sustainable planning and W Financial planning
business B Administrations

MIZWHO  (Source) Mizuho Financial Group Private and confidential | 6



Responding to natural capital
(1D)Analysis of dependencies
and Impacts on natural

capital




Recognition of external environment

MIZWHO

a. What is natural capital?

Natural capital (including biodiversity) is the stock of renewable and non-renewable natural resources — such as plants, animals, air, water, soils, and minerals — that
combine to yield a flow of benefits to people, the economy, and society. While natural capital provides human society with benefits from ecosystem services, it is also
subject to negative impacts, such as the loss of nature due to companies’ business activities.

b. Developments within and outside Japan

Globally, the Kunming-Montreal Global Biodiversity Framework (GBF) was adopted at the United Nations Biodiversity Conference (CBD COP15) in December 2022. The
framework clearly states that its goals are the information disclosure by companies and the promotion of investment in biodiversity by private companies. The Japanese
government, in response to such global developments, established the National Biodiversity Strategy and Action Plan of Japan 2023-2030 in March 2023, which sets as its
target the realization of a nature positive economy. To embody this biodiversity strategy, the Japanese government released the Transition Strategies toward Nature
Positive Economy in March 2024, which outlines directions for public and private sector initiatives.

c. TNFD Recommendations

The disclosure framework of the Taskforce on Nature-related Financial Disclosures (TNED) recommendations was finalized in September 2023. The recommendations
enabled a phasing in of natural capital-related initiatives and disclosures by companies. The TNFD disclosure framework consists of the same four pillars as the TCFD
disclosure recommendations framework (governance, strategy, risk management, and metrics and targets).

d. The relationship between natural capital and climate change, the circular economy, and human society

The IPBES-IPCC Co-Sponsored Workshop Report on Biodiversity and Climate Change, issued by the IPBES-IPCC in June 2021, clarified the relationship between
biodiversity and climate change and their relationship with human society. The National Biodiversity Strategy and Action Plan of Japan 2023-2030, which was formulated
based on the GBF and other international discussions, promotes nature-based solutions (NbS) as an approach to help solve social issues, including climate change
measures, and emphasizes the importance of integrated efforts to address natural capital based on its interaction with climate change. Japan’s Transition Strategies
toward Nature Positive Economy also noted that during the transition to nature positive, carbon neutral, and the circular economy, it is possible to move ahead with
effective initiatives with the understanding that depending on the methods chosen, either positive synergies or negative side effects (trade-offs) may occur.

Developments within and outside Japan related to natural capital and biodiversity
@ —June 2021
+ IPBES-IPCL issuedl the IPBES-IPCC Co-Sponsored

Deacember 2022 — . Workshop Repont on Biodiversity and Climate Change
Clarifed the relationships between climate change, biodiversty, and

« CBD COP15 adopted the Kunming-Montreal Global human society

Biodiversity Framework

Claried that its goals are the disclosure ofinformation by companie s . —March 21:'23 } i i

and the prometion o finvestment in biodiversity by private companies I + Japan established the Hational Biodiver sity Strateqy

ardl Action Plan of Japan 2023-2030
Se-ptemher 2023 — . Commitked to achieve a nature positive econamy bythe target wear

- THFD framework be finalized I ot 2l

Espacted to phase in information disclosures by companies . — March 2024

« Japan establishedd the Transtion Strateogies toward
Hature Positive E conomy
Oullined directions for public and private iniiatives toward realizing the
strategies inthe MNational Biodiversity Strategwand Action Plan of

( Sources ) Created by Mizuho Financial Group dapan 2003-2030 Private and confidential



Nature-related dependencies and impacts, risks and opportunities

a. Nature-related dependencies and impacts

« Nature-related dependencies are aspects of environmental assets and ecosystem services that companies rely on for their business activities to
function.

« Nature-related impacts are changes in the state of nature (quality or quantity) that are triggered by companies’ business activities.

b. Nature-related risks and opportunities

« Nature-related risks arise from dependencies and impacts on nature.

« Nature-related opportunities are activities that create positive outcomes for both the company and nature through positive impacts or mitigation of
negative impacts on nature.

« Mizuho is both dependent on and impacts natural capital — through our own direct operation and through our financing activities, such as financing
and investment to clients — and, thus, we are also exposed to the corresponding risks and opportunities.

Relationship between nature-related dependencies, impacts, risks and opportunities/their relationship with natural capital, climate change, and the circular economy

Mizuho : Y * Clients
T IR re] Risks and oppomunitics  F R
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Mizuho’s nature-related dependencies and impacts

Companies, in addition to depending on and impacting natural capital through their own business activities (direct operations), are connected to natural capital through
their entire value chain, from upstream to downstream. Consequently, responses to natural capital must consider both the company’s own business activities and its entire
value chain. The additional guidance for financial institutions in the TNFD Recommendations states that, much like the relationship between Scope 1 and 2 emissions

(GHG emissions from direct operations) and Scope 3 emissions (GHG emissions from financing and investment) with respect to climate change, the natural capital

dependencies and impacts of financial institutions, in particular, through investments, loans, and other financing activities are larger than those from direct operations.

Mizuho’s basic approach is to respond to natural capital dependencies and impacts through our own direct operations and through our investments, loans, and other
financing activities. Among these however, Mizuho puts priority on responding to natural capital dependencies and impacts through financing and investment, as it is

crucial for both capturing opportunities and risk management. To this end, Mizuho conducted an analysis in FY2023 of its loan portfolio using the LEAP approach.

a. Natural capital dependencies and impacts of Mizuho’s direct
operations

* Mizuho conducts business operations in retail branches, offices,
administration centers, IT system centers, and other physical locations
and is pursuing initiatives to reduce the natural capital dependencies
and impacts of our own direct operations.

» Specific initiatives include reducing and recycling water and paper,
reducing and recycling waste, and converting to renewable energy for
used electric power. Mizuho furthermore keeps track of the usage of
resources at own facilities, discloses tap water and sewer water usage,
reductions in paper usage, and the percentage of waste materials that

See the ESG Databook 2023 for further details(https://www.mizuho-
fg.co.jp/csr/mizuhocsr/report/data/pdf/esq_databook.pdf).

are recycled, and advances initiatives by setting KPIs for some metrics.

MIZWHO ( Sources ) Created by Mizuho FG

b. Natural capital dependencies and impacts of Mizuho’s financing
and investment

* Mizuho conducts financing and investment transactions with a diverse
range of clients in Japan and overseas and is connected to natural
capital through the clients and their supply chains that we finance,
making it an important issue for Mizuho to respond to natural capital
through our financing and investment.

* Therefore, evaluating how clients, in their business activities, depend
on natural capital and what the potential negative impacts they may
have on it, and then taking actions based on this evaluation,
contributes to the conservation and recovery of natural capital and
lead to a change in money flow towards nature-positive outcomes.

* Mizuho used the LEAP approach to analyze our loan portfolio. From
these analyses, we comprehend the natural capital dependencies and
impacts of our clients, who are borrowers of our financing.

» The findings will be utilized for appropriate risk management related to
natural capital as well as for capturing business opportunities.

+  We also actively work toward the realization of a sustainable society
while closely linking our responses to natural capital to responding to
climate change and realizing a circular economy.

Private and confidential
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Analysis of Mizuho’s loan portfolio (LEAP approach)

MIZWHO

* Mizuho, in FY2022, identified the key natural capital and sectors in our loan portfolio using ENCORE.
* In FY2023, of the key identified sectors from the FY2022 analysis, we analyzed the food, chemicals, and general wholesale/retail sectors using the LEAP

approach presented in the TNFD Recommendation’s disclosure framework.

* From the results, we identified processes in each sector with high natural capital dependencies and impacts (Step 3), identified clients’ operational sites
located in priority locations which are at high risk associated with the interface with nature, with high dependencies and impacts on water and biodiversity

(Step 4), and identified high risk items at these client operational sites (Step 5). At the same time, we recognize that although the tool used for this analysis

can understand general characteristics, further in-depth analysis is needed to ascertain the unique conditions at each client operational site.
+ Referencing the results of Step 3, we revised the Environmental and Social Management Policy for Financing and Investment Activity in March 2024 and
established new policies for the mining sector and the fisheries and aguaculture sectors.

FY22

FY23

Analysis using the LEAP approach

Actions taken

Identified key natural capital

Identified key sectors with high dependencies
and impacts on water and biodiversity

Selected food, chemicals, and general
wholesale/retail as sectors with potential business
opportunities expected, and identified key processes
with high dependencies and impacts on water and
biodiversity

Identified priority locations

where the risk of interface with nature is high
and where the dependencies and impacts on
water and biodiversity are high

Identified potential risks at areas of client’s
operational sites with a presence in the
priority locations

( Sources ) Mizuho Financial Group

Analysis results

Water and biodiversity (habitats and species)

Food, oil and gas (mining), and forest products sectors
When weighted by the size of Mizuho’s loans: Chemicals, automotive,
real estate, general wholesale/retail, and oil and gas (mining) sectors

Processes of raw material extraction and production
(in the upstream value chain)
For food sector, also includes procurement, manufacturing and processing

Risks are highly region-specific and can vary significantly depending on
the location even for the same sectors, companies, and production
processes

Reputational risks (impact on the cultural diversity of indigenous and
local populations, water conflicts, etc.)
Physical risks (floods, excessive consumption of forest resources, etc.)

Private and confidential



LEAP approach - FY2022 analysis (Stepl and Step2)

+ Step 1 and Step 2 — Identification of key natural capital and sectors: Based on the ENCORE qualitative evaluation scores and weighted by the composition of
Mizuho's loan portfolio, we rated each sector’s natural capital dependencies and impacts on a three-level scale (High, Medium, and Low) and identified key natural
capital and sectors.

Results of the analysis of Mizuho’s loan portfolio

Key natural capital Water, biodiversity (habitats and species)

Identification of key natural capital

Land geomorphology Land geomorphology

Minerals | Ocean

geomorphology

_ _ Ocean Minerals
Soil and sedim geomorphology

Atmosphere
Soil and sedim

Dependency rsity rsity

Atmosphere

- - Natural capital with high dependencies and impacts

MIZWHO ( Sources ) Mizuho Financial Group Private and confidential
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LEAP approach - FY2022 analysis (Stepl and Step2)

* From this analysis, we recognized that the key natural capital aspects in Mizuho'’s loan portfolio were water and biodiversity and that the sectors with high
dependencies and impacts on water and biodiversity were the chemicals, automotive, real estate, general wholesale/retail, and oil and gas (mining) sectors. We
also verified that if the composition of Mizuho’s loan portfolio was not accounted for, the sectors with high dependencies and impacts on water and biodiversity were
the food (packaged food and meats), oil and gas (mining), and forest product sectors.

Results of the analysis of Mizuho’s loan portfolio

> Not accounting for Mizuho's loan portfolio (size of loan amounts): Food, oil and gas (mining), and
forest products sectors

Accounting for Mizuho’s loan portfolio (size of loan amounts): Chemicals, automotive, real estate,
general wholesale/retail, and oil and gas (mining) sectors

Sectors with high dependencies
and impacts on water and >
biodiversity

Results of qualitative assessments of sector-specific dependencies and impacts,
weighted by Mizuho’s loan portfolio (water / biodiversity)

Water Biodiversit
Packaged food Rail
and meats J transportation J

Oil and gas

i - Real estate
Electrical devices I Renewable Sonstitietion ‘I (mining)
energy

Packaged food | Communications .
J X J Automotive
and meats equipment .
Electric power I
- : ———
Electrical dewcesJ Steel J Real estate

Aduapuadaqg
Aauapuadag

Mariti .
anume J Aluminum J

Rail AT General wholesale
transportation I [ retail
Low Maritime Construction l S transportation
transportation l IREMEWEIHE Oiland gas Low — Electric power
energy (mining) Communications J Sedl J l

equipment

e e [ e

[ v [ wean | Ae |
Impact

Sectors with high dependencies and impacts
: on both water and biodiversity

(' Sources ) Mizuho Financial Group Private and confidential
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LEAP approach - FY2023 analysis (Step3)

MIZWHO

Step 3 — Identification of key processes: From the key sectors identified in the FY2022 analysis, we selected the food, chemicals, and general wholesale/retail
sectors as sectors expected to provide business opportunities in the future, and identified key processes in each sector’s value chains with high dependencies and
impacts on water and biodiversity (a total of 31 major clients were analyzed that are related to the value chains of the relevant sectors).

From this analysis, we recognized that the upstream value chain processes of raw material production and raw material extraction were processes with high
dependencies and impacts on water and biodiversity in all three sectors — food, chemicals, and general wholesale/retail. We also recognized that in the food sector
the midstream value chain process of raw material procurement, manufacturing, and processing, in addition to raw material production, had high dependencies and
impacts on water and biodiversity.

Water and biodiversity value chain analysis by sector
Identify processes () with high dependencies / impacts on water and biodiversity

Food | | Chemicals | | General wholesale/retail

Input goods production
(Agricultural & farm

Input goods production

(Industrial machinery and oil & Raw material extraction

% machinery) gas euipment) : (Oil, ores, rare metals, textiles)
2 Fertilizers & agricultural Raw mater'al extraction
2 chemicals and feed production (Crude oil, ores and rocks,
3 : : paim oil) Base products

Raw material production (Iron, glass, plastics)

(Cultivation, livestock,
aquaculture)
LY MEiEE] Intermediate products Intermediate products
< (Plastics, bulk chemicals)
S procu rer_nent, (Semiconductors, textiles)
7} manufacturing, and . Leh |
= : Highly functional chemicals
@ rocessin ini
] P 9 (Plastic products, paints) Finished products
3 (Electric household
- S Finished products appliances, apparel
Logistics and distribution (Plastic wraps, cosmetics, products)
pharmaceuticals)
o Sales Sales S_ales )
S (Hypermarkets (Department stores, (Electronics retailers,
s ’ hypermarkets, hypermarkets, super
supermarkets)

a supermarkets, drugstores) centres, department stores)
)
% Disposal Reuse / disposal Recycling

( Sources ) Mizuho Financial Group
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LEAP approach - FY2023 analysis (Step4 and Step5)

» Step 4 — ldentification priority locations: We began by selecting 10 specific clients so as to encompass the value chain of each sector, with reference to the key
processes in the food, chemicals, and general wholesale/retail sectors identified in Step 3. We next evaluated the risk of contact with nature (contact with locations
that are susceptible to impacts) using IBAT, AQUEDUCT, and ENCORE targeting 10 operational sites each of the 10 clients (for a total of 100 operational sites). We
also identified as priority locations 10 operational sites of six clients (all manufacturing sites) that are involved with processes with high natural capital dependencies

and impacts and that were evaluated as high risk.

» Step 5 — ldentification of risks: Using the WWEF biodiversity/water risk filters, we identified risks related to water and biodiversity at client operational sites located in
the priority locations identified in Step 4. From this analysis, we recognized significant variance in risks among the operational sites, even for the same sector,

company, and production process, because of high regional specificity.

Operational site

Step 4: Priority
locations

Reputatio

Identified | nal risks

Physical
risks

MIZWHO

Analysis of risks at the operational sites of selected Mizuho clients

Food manufacturer A

Chemical
manufacturer B

Chemical
manufacturer C

Chemical
manufacturer D

General
wholesaler/retailer
E

General
wholesaler/retailer
F

Erzvgurpe&:;egﬁl Highly functional Intermediate Intermediate Base products Finished products
manufacturing, processing chemicals products products (Iron, plastic) (Apparel products)
Indonesia ;
. . ' . . Thailand and the i
Thailand and China Gerrgzr::?g/{;1 and China Singapore Netherlands China

Cultural diversity

Cultural diversity,
water conflicts

Cultural diversity

Cultural diversity

Water conflicts

Cultural diversity

Pollutants, water
scarcity, biodiversity

Flooding,
pollutants,
biodiversity

Pollutants,
biodiversity

Biodiversity

Pollutants, water
scarcity,
biodiversity

Excessive
deforestation,
biodiversity

( Sources ) Mizuho Financial Group
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(2) Recognition of
opportunities and risks and
related initiatives



Recognition of opportunities for Mizuho

* The Transition Strategies toward Nature Positive Economy released by the Japanese government in March 2024 estimated that nature positive-related business
opportunities in Japan in 2030 will be worth approximately JPY 47 trillion. The paper also estimated that over three-fourths of these opportunities will be strongly
connected to carbon neutrality and the circular economy.

*  We also recognize natural capital-related business opportunities for Mizuho in the transition to a nature positive economy as being intimately connected to climate
change responses and the realization of a circular economy and that integrated responses to these issues are opportunities.

* Mizuho regards client responses to natural capital as business opportunities for Mizuho and actively pursues the realization of a sustainable society while closely
linking our efforts with responses to climate change and the realization of a circular economy.

Nature positive-related business opportunities in Japan in 2030 will be worth approximately JPY 47 trillion

Transition to Nature Positive additionally
(simultaneously) strongly relates to the
transition to Carbon Neutrality and a
Circular Economy,

JPY 0.2trillion, 0.4%

Transition to Nature Positive
additionally (simultaneously)
strongly relates to Carbon Neutrality,

JPY 9.7 trillion, 21%

Transition to Nature Positive
additionally (simultaneously)
strongly relates to the transition
to a circular economy,

JPY 25.9 trillion, 55%

Transition to Nature Positive
(Focusing on Natural Capital),

JPY 11.4 trillion, 24%

Nlm ( Sources ) Prepared by Mizuho Financial Group based on the Ministry of the Environment of Japan’s report Private and confidential



Mizuho’s initiatives to capture opportunities

a. Support for client transitions to a nature positive economy

» Mizuho provides support in the form of financing arrangements and consulting services to clients with high natural capital dependencies and impacts, while making
use of analyses of the natural capital dependencies and impacts in our loan portfolio. We also work on funding and assisting technology development and innovative
companies with data and technologies in nature-related fields that will drive the transition of company activities to nature positive.

Mizuho’s support for client transitions to a nature positive economy

1. Nature capital-related financing — Fundraising for business activities that contribute to nature positive

_ Arranged financing for 13 deals in FY2023 (up 12 deals year on year)

Arranged Maruha Nichiro’s blue bond, first of its kind in Japan

Arranged Iwate Prefecture’s green/blue bond, first of its kind in local government @

Financed Hoshino Resorts REIT’s blue loan, first of its kind in J-REIT

2. Natural capital-related consulting — Visualization / disclosure of risks and opportunities

Provide consulting services related to natural capital to Support for initiatives such as procurement
clients in the automotive, chemicals, food, and other of sustainable raw materials and stronger
sectors G traceability assurance using satellite data

* Support for evaluation and disclosures in line with in collaboration with Kokusai Kogyo
TNFD framework p—
» Researches of technology development that contributes

to biodiversity protection
 Support for setting strategies and targets for nature

3. Promotion of R&D and innovation in nat related fields

— Promote technology development that contributes to the t ture positive eco

Mizuho Capital

Invested in Biome Inc., which operates I l\

biodiversity big data The evaluation and verification project of sustainable
procurement of natural capital from the ASEAN
Biome has created its own platform that gathers region, which uses cutting-edge technology in . ]
real-time biodiversity data via smartphones partnership with Kokusai Kogyo, was selected as a @
project by the Japan government’s Cabinet Office /
the Ministry of the Environment

Partner organizations and academics include Yokohama Rubber,
UCC Ueshima Coffee, Biome, and BirdLife International Tokyo

m Private and confidential
( Sources ) Mizuho Financial Group



Recognition of risks for Mizuho

MIZWHO

When companies respond to natural capital, it is imperative first to put priority on examining ways to avoid and reduce negative impacts on nature, in line with the
mitigation hierarchy approach. Mizuho understands that it is crucial that we take steps to prevent or mitigate negative impacts on nature that occur through our direct
operations or through Mizuho financing and investment. Mizuho is working on preventing and mitigating negative impacts on nature that occur through financing and
investment within the framewaork of our environment and society risk management.

a. Transmission pathways of nature-related risks

Nature-related risks for a financial institution occur through not only the institution’s direct operations but also through its financing activities such as financing and
investment and market transactions. Nature-related risks have ripple effects on credit risks and other forms of risks. Mizuho is working on more detailed determinations
of nature-related risks.

Examples of transmission pathways of nature-related risks

Nature-related risks

Risks that emerge from the dependencies and impacts on nature of organizations and society

Potential to generate risks Physical risks Potential for compounding to

due to a destabilization of . . . . lead to the destabilization of
a critical natural system Risks resulting from the degradation of nature (such as changes in financial systems

ecosystem equilibria) and consequential loss of ecosystem services
Financial stability risks

Systemic risks that economic activity depends upon

Ecosystem stability risks

Transition risks

Risks that stem from a misalignment of economic actors with actions
aimed at protecting, restoring, and/or reducing negative impacts on
nature (such as government policies or consumer preferences)

Macro-environments/ Financial institutions’
financial markets business activities

Clients’ business activities

Impacts on financial institutions’ risk categories

Credit risks Market risks Liquidity risks Operational risks Reputational risks

Nature-related strategies

A ) , ) I ) Increase in the amount of Lawsuits from stakeholders itici ing i
Deterioration of clients Fluctuations in financial criticized as being inadequate,
} ) loans and changes to the and damages to assets held  obsolescent, or non-
business performance product prices L ) R oo
fund raising landscape by the financial institution performing

( Sources ) Mizuho Financial Group Private and confidential



Mizuho’s risk management initiatives

« After having established our Environmental Policy and our Environmental and Social Management Policy for Financing and Investment Activity as well as applying the
Equator Principles, Mizuho has worked toward preventing and mitigating negative impacts on the environment and society, including natural capital, under these
respective frameworks.

* Under the Environmental and Social Management Policy for Financing and Investment Activity, we have constructed a process to prevent or mitigate negative
impacts on nature that verifies whether a client or project we are considering for financing or investment will have a significant negative impact on the surrounding
natural environment or ecosystems or whether the prospective client or project respects the rights of indigenous peoples or local communities. Moreover, we do not
provide financing or investment to projects with particularly high impacts on the natural environment. The policy was revised in March 2024 and established new
policies for the mining sector and the fisheries and aquaculture sectors.

* Under the Equator Principles, prior to financing in projects that involve large-scale developments or construction, we, together with the client, identify, evaluate, and
manage environmental and social risks and impacts, in order to prevent or mitigate negative impacts on the natural environment or local communities.

March 2024 revisions to the ES Policy (revisions take effect in July 2024)

Sector Main revisions Key perspectives

o Expanded the types of human rights issues covered under the ES Policy from o Respect for human
Human rights issues forced labor, child labor, and human trafficking to include a diverse range of rights
human rights issues

® Made it possible to consider financing and investment for the early retirement ° Climate change action
of existing coal-fired power generation, as an exception even in cases that fall

Coal-fired power

SEEIE e under coal-fired power generation prohibition clauses
° Prohibits financing and investment in which will be used for the manufacture, ° Respect for human
sales, or distribution of nuclear weapons rights
Weapons and arms o Prohibits transactions with companies engaged in sales and distribution of

cluster munitions, anti-personnel mines, and biological and chemical weapons
as well as those engaged in their manufacture

Woody biomass power [ Newly establishes the policy and verifies environmental and social risks ° Climate change action
generation (mono-fuel - Verifies the measurement of lifecycle GHG emissions, evaluates fuel o Natural capital
combustion) sustainability and cascade use, etc. conservation
Mini [ Newly establishes the policy and verifies environmental and social risks ¢ CN:tiL;'::I
suning - - Verifies tailings disposal, forced and child labor, and the rights of indigenous - .
(ECRENR G, people and local communities, etc conservation
! : ° Respect for human
rights
° Natural
Fisheries and aquaculture ® Newly establishes the policy and verifies environmental and social risks capital _
- Verifies of IUU fishing and destructive and indiscriminate fishing practices, etc. conservation

o Respect for human
rights

MIZWHO
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Sector-specific exposure based on recommended disclosures under the TNFD Recommendations

» The additional guidance for financial institutions in the TNFD Recommendations states that financial institutions should disclose their financial exposure (for banks, the
absolute amount or percentage of lending volume) to 16 sectors considered to have material nature-related dependencies and impacts, as a core sector disclosure
metric. The table below provides the state of Mizuho’s financial exposure to 16 sectors, based on the recommended disclosure items in the TNFD Recommendations.

* We strive to determine risks associated with our financial exposure, in accordance with the development of nature-related databases and scenarios, standardization of
analysis methodologies, and the promotion of initiatives and information disclosures by corporate clients.

Sector-specific financial exposure based on recommended disclosures under the TNFD Recommendations
(referred to March 31, 2024)

Exposure Percentag
trillions total

Oil, gas and combustible fuels 3.0 3.4%

2.8 3.1%

0.5 0.5%
Containers and packaging 0.1 0.1%

0.5 0.6%
1.6 1.8%
0.1 0.1%
3.5 4.0%
3.4 3.9%
0.2 0.3%
1.8 2.0%
0.2 0.2%
0.8 0.9%

Semiconductors and semiconductor equipment 0.3 0.3%
Utilities (including electric utilities, gas utilities, independent power and

Metals and mining 2.4 2.8%

5.9 6.6%

Total for the sectors above 27.0 30.6%
Total for all sectors 88.4 100%

( Sources ) Mizuho Financial Group Private and confidential
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Strictly Confidential

MIZUHO

SX

Sustainability
Progress 2024

lutions for a sustainable future

April 12, 2024

MIZWHO
sl

https://www.mizuhogroup.com/binaries/content/
assets/pdf/mizuhoglobal/sustainability/overview
[report/sustainability progress 2024.pdf

MIZWHO (Source) Mizuho Financial Group

Actionable solutions
for a sustainable future

Mizuho Financial Group

Climate &
Nature-related
Report 2024

https://www.mizuhogroup.com/binaries/content/
assets/pdf/mizuhoglobal/sustainability/overview
[report/climate_nature_report_2024.pdf

Mizuho Sustainability Focus
Sustainability:
Path to industrial competitiveness

https://www.mizuhogroup.com/binaries/content/
assets/pdf/mizuhoglobal/sustainability/overview
[report/opinion.pdf

Private and confidential
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https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/sustainability_progress_2024.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/opinion.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/opinion.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/opinion.pdf

Strictly Confidential

Disclaimer

Disclaimer

This material is prepared for discussion purpose only. The conditions described in this material are made based on the assumption, and Mizuho Financial Group
does not guarantee the certainty and completeness of the information. The analysis in this material is made based on the assumption and Mizuho Financial Group

does not declare the certainty of the results.

According to the information provided your company in the future, rating agency’s opinions, changes to the rules and financial environment etc. Mizuho Financial
Group may significantly change the process and scheme of the product. In such cases, please understand that your company may not get the effect as analyzed
in this material. Moreover, this material does not explain your company’s risks exhaustively.

Please fully understand risks of the scheme described in this material and conclude an agreement at your own direction. Please undertake sufficient consultation
with a lawyer with respect to the legal treatment, with an accountant with respect to the accounting treatment and with a tax accountant with respect to the tax

treatment.

MIZWHO Private and confidential | 23
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environment | finance
programme initiative

High-level PRB approach in the context of the Global Principlesfor
biodiversity framework Ll

Understand your context,
analyze your current prac-
tice and performance

[PRB Impact Protocol:
Impact Identification
& Assessment]

Integrate Nature within
bank practices

[PRB Impact protocol:
Target-setting—
Practice Targets]

Understand country needs
and National Biodiversity
Strategies and Action Plans
(NBSAPSs) to anticipate
evolving biodiversity-
related regulation

Assess nature-related
impact and dependencies
of your portfolio to identify
priority sectors and clients

(GBF Target 15 & 21)

Mainstream Nature within
your organization (i.e.
policy, client engagement,
capacity-building etc..)

(All GBE _18&14)

Mobilize Nature-related
finance (incl. by leveraging
climate-nature synergies)
and manage portfolio
composition

Reduce negative impact
and increase positive

impact to Nature

[PRB Impact protocol:
Target-setting—
Impact Targets]

Stop the loss of areas of
high biodiversity impor-
tance and protect and
restore 30% of Earth's
lands, oceans, coastal
areas and inland waters

(GBF Target 1 to 4)

\(GBF Goal D and Target 19)/

Identify and prioritize
relevant global biodiversity
targets (GBF)

\/

Reduce additional pres-
sures on biodiversity from
human activities from
pollution and climate
change

(GBF Target 7 & 8)

Contribute to relevant national Biodiversity priorities

unepfi.org | 71
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N at u re FI n an C e Principles for :
A Sl m ple OverV|eW Responsible Banking

Nature related financial » In practice there might not be a clear
products borderline between the two categories.

» Tailored financial products are ideally
the outcome of successful client
engagement (see previous slides).

Support activities with Support transition in
sectors with negative

positive impact impacts and risks
(nature-positive finance) (transition finance).

unepfi.org | 72
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Nature Finance

Principles for

Trending Financial Products for Nature — Summary Responsible Banking

'B’Iended’”fwan ce
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Nature Finance
Trending Financial Products for Nature (1/2)

Principles for
Responsible Banking

> NATURE-POSITIVE
WEBINAR: INVESTMENTS

NEW GREEN SHOOTS . ‘
Finance Activity Description THE LATEST INNOVATIONS IN NATURE FINANCE i
[ E—————

Green/Blue Bonds/ SL  When structured properly, bonds can be an effective mechanism to raise financing for large scale nature-
Bonds related projects or transition activities or underpin debt-for-nature conversion. Sustainability-linked bonds with
nature KPIs are few but increasing.

Green/Blue/ SL Loans Sustainability-linked loans with nature KPIs are few but increasing, while this is a more established approach
for climate finance.

Nature Performance- Operate like debt-for-nature swaps, involving restructuring a lending company's debt in return for pledges
Bonds towards conservation initiatives.

Debt-For-Nature Are transactions where participating countries or entities agree to buy and eliminate a portion of another
Swaps country's debt at a reduced rate. In return, the recipient country commits to investing a specified sum in

conservation efforts or making similar conservation pledges.

Blended Finance Involves merging public and private funds, often combining philanthropic or concessional finance with
commercial capital to target market deficiencies and attain social or environmental objectives.

Concessional Finance Entails providing loans or investments with advantageous terms (like lower interest rates) linked to
performance. Typically offered by DFIs, philanthropic program-related investments, and banks with a focus on
environmental and social impact.
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Nature Flnance | ; 7» Egggg)rl\i?ggBanking
Trending Financial Products for Nature (2/2) :

WEBINAR: NATURE-POSITIVE

INVESTMENTS
NEW GREEN SHOOTS S
THE LATEST INNOVATIONS IN NATURE FINANCE S |

Finance Activity Description —

Credit Guarantees Guarantees reduce the risk associated with the borrower while insurance (not normally provided by banks) can
(Risk Mitigation provide compensation if a specified risk materialises.

Instruments)

Pooled Investments Aggregate capital across multiple investors. A portfolio approach of aggre- gating small nature-related projects
vehicles can bundle nature projects and meet the risk-return profile requirements of commercially oriented investors.
Actively managed There are now about 900 funds with a nature-related theme in the market.

funds and ETFs

Private Equity & Newly dedicated VC companies investing in nature or established PE and VC firms announcing biodiversity as
Venture Capital a core business are emerging.

High-quality, high- Carbon credits have the potential to compensate for emissions in a way that would also halt and possibly
integrity, carbon reverse nature loss.

credits

Biodiversity Credits Intended to result in measurable positive outcomes for species, ecosystems and natural habitats. The market

for these is nascent and their design needs to mature further.
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Exam p | e: A NZ Ezggg)rﬁ?t;g Banking
Cllmate and nature Ecosystem Terrestrial, water
Iinked ﬁnancing Sector Food/red meat sector
Region New Zealand
to meat sector k
I. t Type of initiative Mobilising finance
clients Type of product Sustainability linked loan
Type of finance Nature positive
Nexus Nature x climate x pollution
GBF target in focus Target 1-4,7, 8,15, 19, 21

What?

In April 2022, ANZ supported Silver Fern Farms Limited to refinance NZD 320 million in
working capital facilities and linking the financing to the company achieving pre-deter-
mined climate and nature linked performance targets.

Further details: ANZ and Silver Fern Farms partner to link sustainability targets with financing
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Example: ANZ #2

Principles for
Responsible Banking

SUStainabiIity Ecosystem

Terrestrial, forests

linked financing in  secter

Energy

New Zealand/Australia

energy sector Reglon

Type of initiative

Mobilising finance

Type of product

Sustainability linked loan

Type of finance

Nature positive

Nexus

Nature x climate x pollution x social

GBF target in focus

Target 1-4, 7,8, 15,19, 21

What?

Image: Endeavour Energy

In March 2022, ANZ participated in Endeavour Energy’'s AUD 920 million syndicated

Sustainability Linked Loan (SLL).

Further details: Endeavour Energy signs landmark $920 Million Sustainability-Linked Loan to become the first known Australian electricity distribution network to

access sustainability linked financing | Endeavour Energy

unepfi.org | 78


https://www.endeavourenergy.com.au/news/media-releases/endeavour-energy-signs-landmark-$920-million-sustainability-linked-loan
https://www.endeavourenergy.com.au/news/media-releases/endeavour-energy-signs-landmark-$920-million-sustainability-linked-loan

UN &

environment finance

programme initiative
Example: Biodiversity Bond (Colombia) — World’s First Rospansibte Banking

 BBVAand IFC announced the world’s first biodiversity bond in the
amount of $50 million.

* Use of proceeds: The resources will be used to finance projects
focusing on reforestation, the regeneration of natural forests on
degraded land, mangrove conservation or restoration, climate-smart
agriculture, wildlife habitat restoration, among others.

*  BBVA Colombia is the issuing bank, with IFC acting as structurer
and investor.

* In addition to the investment, the transaction, includes advisory
services to set the eligibility criteria and indicators that aim to foster
best practice in sustainable management of natural resources.
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Water fODtp rint Ecosystem Freshwater
linked loans Sector Energy/utilities
Region Spain, [taly, EU
Type of initiative Maobilising finance
Type of product Revolving credit facility/sustain-
ability-linked loan
Type of finance Transition finance
MNexus Mature x climate x pollution
GBF target in focus Target 1-4,7_ 8,15, 19,21

« In 2022, BBVA introduced two of the world’s pioneering Sustainability-Linked

Loans related to water.
* Oneis a Revolving Credit Facility (RCF) linked to the water footprint of
Iberdrola (Jul 2022) to the tune of EUR 2.5 billion.
» For Iberdrola, the floating Interest margin is linked to
I.  the performance of two water related indicators (Scope 1 Water
consumption,
Scope 2 CDP Water score) and
[I. its credit rating.
« These metrics are reported by Iberdrola in its annual audited Sustainability

Report and CDP website.

Further details: BBVA creates the ‘water footprint' loan and launches with Iberdrola unepfi.org | 80
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Debt Conversion: Gabon e

Responsible Banking

Gabon and The Nature Conservancy (TNC) launched Africa's first "debt-for-nature" swap.

Purpose: Goals: Partnerships:

* Refinance $500 million * Marine Protection: Expand marine « Key Players: TNC, Bank of
of Gabon's national protected areas to 30% of Gabon's ocean. America, US International
debt, generating $163 « Biodiversity Conservation: Protect Development Finance
million for marine endangered species like leatherback turtles, Corporation (DFC).
conservation over Atlantic humpback dolphins, and West * Funding Mechanism: Issuance
15 years. African manatees. of new blue bonds with political

« Economic Development: Support Gabon's risk insurance from DFC.

"blue economy" through sustainable
practices and improved management of
marine resources.

https://www.nature.org/en-us/newsroom/tnc-announces-debt-conversion-for-ocean-conservation-in-gabon/ u nepfi .0rg | 82
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Impact Fund: Africa Conservation and Communities Tourism principes or
Fund (ACCT Fund)

The Nature Conservancy and ThirdWay Partners established blended finance investment fund

to support conservation tourism in sub-Saharan Africa.

Objectives: Key Achievements: Blended finance structure:

« Support Tourism: Provide flexible * Job Retention: Over 1,000 jobs * Includes both commercial and
financing to help tourism operators in retained across 35 camps. catalytic tranches of investment
Botswana, Kenya, Namibia, South  Economic Impact: $1.3 million capital
Africa, Tanzania, Zambia retain jobs injected into local economies. « Covenants to deliver measurable
and continue conservation efforts. » Conservation: 84,000 km2 employment, conservation, and

* Promote Sustainability: Link protected through $4.9 million in clean energy impacts
financial support to measurable annual conservation payments.
conservation and community
outcomes.

« Economic Resilience: Strengthen
and expand tourism operations,
benefiting local economies.

https://www.nature.org/en-us/newsroom/the-nature-conservancy-third-way-partners-establish-africa-conservation-and-communities-tourism-fund/
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Principles for

Impact Fund: The African Forestry Impact Respansible Banking
Platform (AFIP)

* The African Forestry Impact Platform

(AFIP) is a large scale , professionally KEY INFORMATION
managed, long term investment vehicle _
focused on growth of African forestry and ‘ SECTOR: Scalable enterprises
to attract commercial capital. \ 4 COMMITMENT (MNOK):  757.7
4 .
* AFIP’s mandate is to invest in plantation ) | YEAR: 2023
forestry assets, sustainable natural forest P REGION: Africa
management and .down-stream COUNTRY: Renionol
processing.
. DOMICILE: Singapore
« AFIP is managed by _Ne_w Forests Asset INSTRUMENT: D
Management, a specialist global forestry , ‘
investment management business with STATUS: Active
over 5.7 bnUSD in assets under MANDATE: Development

management (AUM).

https://www.norfund.no/investment/african-forestry-impact-platform-afip/ unepfi.org | 85
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In which financial instruments do you see
the biggest "nature positive" potential for
your bank?
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Recap from Workshop 1#: Progressive approach to manage princilesor
your impacts

* Importantly, while we encourage you work on practice and impact targets, your bank can have positive impacts on nature
even if your bank is not planning to set nature targets in the near future.

y

Setting and
y implementing
Setting and impact
implementing targets
Doing good practice
for nature as targets
Avoiding a bank
harm for (without
nature as a targets)
bank (without
targets)

* |If you want to set targets, you can take a progressive approach —beginning with the practice targets which are the basis to impact
targets, since nature is one of the to date more nascent impact areas with regards to available tools and established methodologies.

* In order to manage impacts, both practice and impact targets are relevant; impact targets enable understanding whether outcomes
are changing as desired, practice targets are what make it possible to achieve the impact targets.

» For banks, whose impacts are indirect, impact targets often present a particular challenge.

» Practice targets covering the bank’s policies on nature and the total sum shifted in the portfolio away from harmful and
towards neutral or positive activity do practically improve the bank’s impacts in material and important ways, although they do not
yet constitute a full impact target.
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High-level PRB approach in the context of the Global
Biodiversity Framework

Integrate Nature within
ank practices

[PRB Impact protocol:
Target-setting—
Practice Targets]

Mainstream Nature within
your organization (i.e.
policy, client engagement,
capacity-building etc..)
(All GBF Targets esp. 1 & 14)

Mobilize Nature-related
finance (incl. by leveraging
climate-nature synergies)
and manage portfolio
composition

(GBF Goal D and Target 19)

s
U N RA L2

environment | finance
programme initiative

Principles for
Responsible Banking

Even if your PRB key
impact areas are not
Nature, we encourage you
to set Practice targets

Practice targets allows

your bank to work more
strategically around nature
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Recap from Workshop 1#: Theory of Change for Nature

Inputs

(Why change)

Local, national and
international context
(alignment with the GBF and
NBSAPs, but also relevant
frameworks like High Seas
Treaty, Glasgow Forest
Declaration); business

risk and dependencies on
nature; consumer interest

Practice

(How sustainability issues are integrated in the bank’s strategy, business and systems)

Actions
(Reactions to Inputs)

Adjustment of
- internal policies

and processes

Client
engagement

Adjustment
. of Portfolio

composition

Advocacy &
partnerships

Outputs

(Results of Actions)

Adjusted / fit for purpose
internal policies and processes
(incl. risk, management,

Business strategy
and culture
conducive to nature
positive results

business development
disclosure, governance)

Client sees
the benefits,
opportunities, are
motivated, have
a vision and plan;
business behaviour
changes

Targeted/tailored products and ! b
services

Portfolio aligned
with GBF

Activities, banks
financing the shift
from nature-negative
towards nature-
positive

Portfolio shift: increased
nature-positive exposures,
decreased nature-negative

exposures

Policy/regulatory shifts,
landscape development

Enabling
environment in place

Outcomes
(Effects of Outputs)

Principles for
Responsible Banking

-

Critical mass
of banks
aligned with
biodiversity

goals/GBF

Halt and reverse
nature loss

Reduce land/
freshwater/ocean
use change (e.g.
deforestation)

Resource use/
replenishment:
promote
sustainable use and
management

Climate change:
Reduce GHG
emissions financed

Pollution/pollution
removal: reduce
pollution (air, water,
soil chemicals,
plastics, waste)

Invasive alien
species introduction/
removal: assess &
mitigate invasive
species risks for
high-risk sectors
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PRB key recommended priority nature-related targets* bR Bk

1 Mobilizing Finance & Portfolio Alignment

o Provide USD [XX] volume of lending / capital markets facilitation to contribute to closing the USD 700
billion biodiversity funding gap (GBF Goal D & Target 19).

o Provide USD [XX] volume of lending / capital markets facilitation for transition finance for clients in
identified priority sectors (e.g., sustainability-linked bonds/loans with defined nature related KPIs).

o Phase out financing the most harmful activities, as identified by knowledge consensus.

2 Client Engagement

o Engage formally with [XX] largest financing clients in identified priority sectors on their material nature-
related impacts and dependencies and resulting risks and opportunities to encourage them to improve their
own management of nature related issues, reduce their pressures related to nature loss and disclose
relevant nature-related metrics.

S Ppolicies & Processes
o Develop (or update, if already existing) and implement risk management and associated policies and due
diligence systems for all identified sectors with a high impact on nature and for specific activities that are
known to generate significant nature-related impact.

"Headline targets and actions are suggested, for banks to individually take forward based on their own business and regional context. unepfi.org | 92



Hypothetical bank, key risks/dependencies/

impacts in portfolio

Hypothetical practice and impact target examples

Sample targets to tackle the identified risks/
dependencies/impacts and related opportunities

{,"-" s 1-
LRy

environment finance

programme initiative
Principles for
Responsible Banking

Medium-sized bank focused on agriculture and
supply chains in Amazon and Cerrado biomes
of Brazil. Regulatory risks around deforestation.
Impacts related to land, climate, biodiversity and
water especially linked to cattle intensification.

Policy: 100% of new loans and investments
linked to cattle are applying the IFACC Environ-
mental Framework.#°

Client Engagement: 80% of existing clients in
high impact sectors are engaged to be aware of
the framework. 60% have adopted the framework
by 2025.

80% of direct suppliers to clients are traced, and
80% of cattle across the portfolio are traced,
including 100% from high deforestation areas.

Impact targets: Quantity of avoided carbon
emissions by clients applying the Environmental
Framework in TCO,.

Estimated area of natural ecosystem conversion
avoided across the portfolio:% annual reduction
to 2030.
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How do you feel about practice
target setting for nature?
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Briefly about reporting

* We encourage you to consider reporting in line with the TNFD.

- If doing TNFD reporting, we recommend using the TNFD core global metrics for
dependency, impact, risk and opportunity as adapted for financial institutions in
TNFD additional guidance for financial institutions supplement.

* Please refer to TNFD's and to our website for further guidance and resources on
TNFD reporting

PRB banks setting nature-related targets should report on their targets through Section
2.2 of the PRB Reporting and Self-Assessment Template.

Specifically, PRB banks should disclose:

a. Alignment: international, regional or national policy frameworks your bank is aligning
with.

b. Baseline: baseline for selected indicators and current level of alignment.

c. SMART targets (incl. key performance indicators (KPIs): detailed target and KPI to
monitor progress towards reaching the target.

d. Action plan: actions including milestones your bank has defined to meet the set
targets.

UN &

environment finance
programme initiative

Principles for
Responsible Banking
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Nature offering for member banks

UNEP Fl is offering a wide range of nature-related activities to support
member banks in rapidly building capacity to act on nature loss.

Highlights

o

PRB working groups on Nature and Pollution risk

TNFD implementation support via new UNEP FI Risk Centre
Regional workshop on Nature

Online training through PRB Academy

Preparations for CBD COP 16

Discussion Paper on Nature-positive Finance (forthcoming)

PRB Nature Sector Guidance (agri,mining planned) (forthcoming)

7.8
UNG&

environment | finance
programme initiative

Principles for
Responsible Banking

Nature Offering fof
Member Banks

>

February 2024

oo I
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