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 “Greening finance” :
lenders & investors factor in
ESG considerations into
decisions & processes

“Financing green” :

lending & investing in

ﬁrojects and activities that
ave positive environmental

& social impacts.

“allocating capital in a way that
integrates environmental,
social and governance (ESG)
criteria for the lasting benefit of
lenders/investors, borrowers

and society at large.”
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Focusing solely on traditional metrics just won't cut it

anymore!

Top Risks
by likelihood
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Extreme weathar

Chmate action failure

Human environmental damage
infectious diseases
Eiocdvarsity loss

Digital power concentration
Digital mequality

interstate relations fracture
Cybersacurnty failure

Livelinood crises

Top Risks

by impact
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infectious diseases

Climate action failure
Weapons of mass destruction
Bicdearsity loss

Matural resource crises
Human environmental damage

Livalinood crises

Extreme weaather
Debt crisas

IT infrastructure breakdown

Source: World Economic Forum Global Risks Perception Survey 2020
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Risk categories

4 Economic

& Environmental
& Geopalitical
& Societal

4 Technological
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“Proceeds-based” “Impact-based”
sustainable finance sustainable finance

Sustainability linked loans &

Sustainability Social bonds bonds
bonds
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“Proceeds-based” sustainable finance :
green bonds, green loans
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“Impact-based” sustainable finance:
Sustainability linked bonds & loans

Linking cost of capital to performance against agreed, ambitious, material and relevant
targets such as:

ﬁ Emissions reduction % ImprO\C/)iLrJ\fcgirggisversity
OT Increasing renewable energy F\Tf Reducing waste to landfill
% Improving energy efficiency @ Improving health & safety
Z/Elj Imprc;\éisrigiil;%ﬁ)lli}c/ychain WW Improving diversity & inclusion
O |mpr0Vine8f;’i“’:?éirC$ua“ty Sl /j‘é'é Improving holistic ESG rating
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But what are the benefits of sustainable finance?

Greater ability to attract capital — with potentially
% lower funding cost.

00 Firms can align capital with sustainability ambitions

N Highlight and reflect sustainability credentials —
/ bringing greater transparency and clarity

KA Lifts staff engagement; changes the conversation
L internally

e o Lifts engagement between lenders/investors and
= companies
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Issuers and borrowers are increasingly active

GLOBAL SUSTAINABLE FINANCE MARKET — S1TRILLION IN 20217 NZ SUSTAINABLE FINANCE MARKET — NASCENT BUT GROWING
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 For Use of Proceeds instruments, categories were dominated by energy, building, transport and water sectors.
 The SF market in NZ has come roaring into life in April/May with three large labelled bond issues from Kainga Ora, World Bank, EIB, ADB.
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Case Studies

SOUTHERN
h
PASTURES Pastires,

Ethical dairy investor Southern Pastures
owns 20 farms in Waikato & Canterbury,
producing milk under an independently
certified 10Star Programme. SP is a long-
standing PRI signatory.

* |n March 2021, BNZ executed a S50m
syndicated 3y SLL with Southern Pastures,
the first on-farm SLL in New Zealand.

 KPIs are tied to water quality, GHG
emissions and two biodiversity impacts.
AsureQuality is acting as independent on-
farm auditor to verify progress against
targets.

 BNZ acted as Sustainability Arranger.

Executive Chairman Southern Pastures, Prem Maan :

MERCURY
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Mercury is a 100% renewable electricity
generator and retailer.

In 2020, Mercury developed a Green
Financing Framework to demonstrate its

commitment to a more sustainable future
and drive prioritisation toward more
renewable energy investments.

Eligible categories for bond proceeds include
re/financing renewable energy, energy
storage, low carbon transport and
associated infrastructure.

Mercury has issued two $200m Green Bonds
in 2020 (7y) and 2021 *5.5y)

BNZ acted as JLM on
Mercury’s 2020 Green Bonds.

CONTACT

Mercur)(/:é:D ENERGY

m

Contact Energy has entered into a total of S430m
of SLLs with all seven of its banks, the first a
S50m 4y facility in Dec 2019 and, more recently,
a $50m facility with BNZ in July 2021.

The pricing is linked to Contact’s score in the
RobecoSAM ESG survey. The outcome of this
survey is the determinant for inclusion in the
Dow Jones Sustainability Index (for equities), and
rated companies can be assigned “Bronze, Silver
or Gold” status.

Contact also has a “Green Borrowing
Programme” where all its debt is certified green
by Climate Bonds Initiative, reflecting the
company’s low emissions generation portfolio.
Contact has three certified green bonds trading
on the NZX.

“farming in New Zealand should be driven by the ambition to become carbon-

neutral. This deal recognizes that farming to mitigate climate change and environmental impacts is in our common interest.”
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https://www.mercury.co.nz/documents/mercury-nz-limited-green-financing-framework-augus.aspx
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Why is the finance sector focused on sustainability?

Stakeholder ESG risk = Public Disclosure &
expectations financial risk commitments transparency

.... and it’s the right thing to do
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Every year we will undertake a similar stakeholder

L @
engagement process to ensure our Strateqy continues
ey m a e r I a I s s u e s to evolve and remains both ambitious and relevant.
This figure illustrates the key outcomes of our material
assessment and shows their significance to our business

for all stakeholders

“There are real opportunities
with responsible lending if
BNZ is prepared to be brave.

Social enterprise sector

»

High

“Te Ao Maori should be
across everything.”

Impact investing sector

conservative about five years
ago and has got stuck there.”

Customer

o “BNZ became more

Significance of issue

Key
. Leadership, governance, and ethics

. Responsible lending
. Responsible investing

1
2
3
bﬂZ 4. Employee wellbeing and culture
5. Financial wellbeing
6

. Operational environmental footprint

Low

Low Stakeholders’ priorities High

CONFIDENTIAL



NNNNNNNNNNNN

ESG Risk = financial risk

£ -
H Operational costs eg; carbon, fuel O Obsolescence risk

m Litigation risk Q Transition risk

Q% Regulatory risk E\.ﬁ‘é Adaptation risk

%97 Ability to attract & retain talent Investor demands and trends

$44y  Consumer demands & trends Riey Social license to operate
Biig

:
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Public commitments

PRINCIPLE T:
ALIGNMENT

We will align our business strategy to

be consistent with and contribute to
individuals’ needs and society's goals, as
expressed in the Sustainable Development
Goals, the Paris Climate Agreement and

relevant national and regional frameworks.

PRINCIPLE 4:
(}? STAKEHOLDERS

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

CONFIDENTIAL

PRINCIPLE 2:
@' IMPACT &
TARGET SETTING

We will continuously increase our positive
impacts while reducing the negative
impacts on, and managing the risks to,
people and environment resulting from our
activities, products and services. To this
end, we will set and publish targets where
we can have the most significant impacts.

PRINCIPLE 5:
@ GOVERNANCE
& CULTURE

We will implement our commitment to
these Principles through effective govem-
ance and a culture of responsible banking.

PRINCIPLE 3:
@ CLIENTS &
CUSTOMERS

We will work responsibly with our clients
and our customers to encourage sustain-
able practices and enable economic
activities that create shared prosperity for
current and future generations.

PRINCIPLE 6:

TRANSPARENCY &
ACCOUNTABILITY

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

goals.

CONFIDENTIAL
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Sunlight is a great disinfectant : TCFD

KX 0¥

Governance

Disclose the
organization’s
governance
around climate-
related risks and
opportunities

Strategy

Disclose the actual
and potential
Impacts of climate-
related risks and
opportunities on
the organization’s
businesses,
strategy, and
financial planning
where such
information is
material

Risk
management

Disclose how

the organization
identifies,
assesses, and
manages climate-
related risks
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Metrics and
targets

Disclose the
metrics and
targets used
to assess and
manage relevant
climate-related
risks and
opportunities
where such
iInformation is
material




A
u‘\'\\ ARy
. N e




CONFIDENTIAL

The power of capital...

2 4000+ 100+ 6

UN PARTNERS: SIGNATORIES: USS TRILLION: PRINCIPLES:
UNEP FINANCE INITIATIVE ASSET OWNERS, ASSETS UNDER RECOGNISING THE MATERIALITY OF
UN GLOBAL COMPACT INVESTMENT MANAGERS MANAGEMENT ENVIRONMENTAL, SOCIAL AND

AND SERVICE PROVIDERS CORPORATE GOVERNANCE ISSUES

=

$58

. Trillion %
% \Total ASSETes -
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....Will drive positive change

Capital
attracted to
renewable
energy
Investment

1t

Corporates will
become less
agnostic about
source of
generation

Opportunity
to
differentiate
with low
carbon
products
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Capital
attracted to
renewable
energy
Investment

X

Development
& generation
will have
greater focus
on social &
environmental
Impacts




Mew Zealand Disclaimer

Bank of Mew Zealand is a registerad bank in New Zealand and
is only authorised to offer the products and services
mentioned in this document to customers in New Zealand.
Mational Australia Bank Limited is not a registered bank in
Mew Zealand and is not authorised to offer the products and
services mentionad in this document to customers in New

Zealand. The information in this communication is provided
by Bank of New Zealand for use by the recipient only for

general information and discussion purposes. Although every
effort has been made to ensure this publication is accurate
the contents should not be relied upon or used as a basis for
entering into any products described in this publication.
Mone of the information is to be used for any other purpose,
reproduced or altered. To the extent that any information or
recommendations in this publication constitute financial

acvice, they do not take into account any person’s particular
financial situation or goals. Bank of New Zealand strongly
recommends readers seek independent legalfinancial advice
prior to acting in relation to any of the matters discussed in
this publication. Any statements as to past performance do
not represent future performance, and no statements as to
future matters are guaranteed to be accurate or reliable. The
information may contain forward-looking statements. The
forward-looking statements may be based on certain
assumptions. Actual events may differ from those assumed.
All forward-looking statements included are based on
information available on the date hereof and no Relevant
Person assumes any duty to update any forward-looking
statement. Accordingly, there can be no assurance that any
forward-looking statements will materialise or will not be

materially worse than those presented. The information may
include estimates and projections and involves elements of

subjective judeement and analysis. Meither Bank of Mew

Zealand nor any person involved in this publication accepts
any liability for any loss or damage whatsoever may directly

or indirectly result from any advice, opinion, information,
representation or omission, whether negligent or otherwise,
contained in this publication.

Australian Disclaimer
Mational Australia Bank Limited (ABN 12 004 044 937 AFSL
230686), its related bodies and any officer, employee, agent,
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achvizer or contractor thereof (“National”) does not warrant
or regresent that the information, recommendations,
opinions or conclusions contained in this document
[“Information”) is accurate, relizble, complete or current.
The Information has been prepared for dissemination to
professional investors for information purposes only and any
statements as to past performance do not represent future
performance. The Information does not purport to contain all
matters relevant to any particular investment or financial
instrument and all statements as to future matters are not
guaranteed to be accurate. In all cases, anyone proposing to

rely on or use the Information should independently verify
and check the accuracy, completeness, reliability and

suitability of the Information and should obtain independent

and specific advice from appropriate professionals or
experts. The Information is not intended as an offer or

solicitation for the purchase or sale of any financial
instrument. To the extent permissible by law, the National
shall not be liable for any errors, omissions, defects or
misrepresentations in the Information or for any loss or
damage suffered by persons who use or rely on such
Information (including by reason of negligence, negligent
misstatement or otherwise). If any law prohibits the
exclusion of such liability, the National limits its liability to
the re-supply of the Information, provided that such
limitation is permitted by law and is fair and reasonable. The
Mational, its affiliates and employees may hold a position or
act as a price maker in the financial instruments of any issuer
discussed within this document or act as an underwriter,

placement agent, adviser or lender to such issuer. The
Information is governed by, and is to be construed in

accordance with, the laws in force in the State of Victoria,
Australia, and any dispute or claim arising from, or in

connection with, the Information is subject to the non-
exclusive jurisdiction of the courts of that State.

United Kingdom Disclaimer

=0 far as the law and the F54 Rules allow, Mational Australia
Bank Limited ("the Bank”) disclaims any warranty or
representation as to the accuracy or reliability of the
information and statements in this document. The Bank will
not be liable {whether in negligence or otherwise) for any
loss or damage suffered from relying on this document. This

document does not purport to contain all relevant
information. Recipients should not rely on its contents but
should make their own assessment and seek professional
advice relevant to their circumstances. The Bank may have
proprietary positions in the products described in this
document. This document is for information purposes only, is
not intended as an offer or solicitation nor is it the intention
of the Bank to create legal relations on the basis of the
information contained in it. Mo part of this document may be
reproduced without the prior permission of the Bank. This
document is intended for Investment Professionals (as such

term is defined in The Financial Services and Markets Act
2000 (Financial Promotion) Order 2001) and should not be

passed to any other person who would be defined as a

private customer by the rules of the Financial Services
Authority (“F5A") in the UK or to any person who may not
have experience of such matters. lssued by National Australia
Bank Limited

A_C.M. 004 044 937, 88 Wood Street, London EC2V TQO.
Registerad in England BR1924. Head Office: 500 Bourke
street, Melbourne, Victoria. Incorporated with limited
liability in the state

of Victoria, Australia. Regulated by the FSA

in the UK.

United States Disclaimer

This information has been preparaed by Mational Australia
Bank or one of its affiliates or subsidiaries [collectively,
“MNAB"). If it is distributed in the United 5States, such
distribution is by nabSecurities, LLC. ["N5") which accepts
responsibility for its contents. Any U5, person receiving this

information wishes further information or desires to effect
transactions in the securities described herein should call or

write to NS, 245 Park Avenue, New York, NY 10166 (or call

(877 377-5480). The information contained herein has been
obtained from, and any opinions herein are based upon

sources believed to be reliable and no guarantees,
representations or warranties are made as 1o its accuracy,
completeness or suitability for any purpose.

Any opinions or estimates exprassad in this information is
our current opinion as of the date of this report and is
subject to change without notice. The principals of N5 or
MAB and/or its affiliates may have a long or short position or
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may transact in the securities referred to herein or hold or
transact derivative instruments, including options, warrants
or rights with securities, or may act as a market maker in the
securities discussed herein and may sell such securities to or
buy from customers on 3 principal basis. This material is not
intended as an offer or solicitation for the purchase or sale of

the securities described herein or for any other action. ltis
intended for the information of institutional clients only and
is not for publication in the press or elsewhere.




