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Investment Decisions

Weighted Average Cost of Capital =

E/T * (C.) + D/T * (C,) * (I - R)

Where:

E = Equity

D = Debt

T =Total project cost

C. = Average cost of equity
C, = Average cost of debt

R = Project marginal tax rate
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Additionality and Climate Finance

Investment hurdle rate: WACC

Contribution from climate finance

Contribution from energy
revenues

Project return without Project return with
Climate Finance Climate Finance
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Green Bonds

Potentially similar in its effect to climate finance initiated from public finance
sources are green or climate themed bonds. Such bonds initially began as a funding
source for multilateral development banks’ lending to renewable energy and other
environmentally beneficial infrastructure projects, but are increasingly being
considered by corporates as a means of raising asset finance — either for new
projects or to refinance existing assets.

First green bond in 2007.There are now over US$21 billion in green bonds globally,
of which $10 billion was issued in 201 3. Forecasts by Bloomberg New Energy
Finance suggest that up to $40 billion will be issued in 2014, most of which will be
“self labelled”.

To date there is no industry wide standard that defines a green bond, though in
January 2014 a collection on banks published the Green Bond Principles (GBP) to
help provide guidance to issuers.

Sources: Bloomberg New Energy Finance (BNEF) and the International Capital Market Association (ICMA)
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Key Requirements - Eligibility

The GBP recognize several broad categories of potential eligible
Green Projects for Use of Proceeds including but not limited to:

L] Renewable energy

[ Energy efficiency (including efficient buildings)
[] Sustainable waste management

[ Sustainable land use (including sustainable forestry &
agriculture)

L] Biodiversity conservation
[] Clean transportation
[] Clean water and/or drinking water

Sources: International Capital Market Association (ICMA)
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Quoting directly from the Principles on Measurement and Verification:

The GBP recommend the use of quantitative and/or qualitative performance
indicators which measure, where feasible, the impact of the specific investments
(e.g. reductions in greenhouse gas emissions, number of people provided with
access to clean power or clean water, or avoided vehicle miles travelled, etc.).
While there is variability in impact measurement systems, much progress towards
standardization has been made in the past several years.

Issuers are recommended to familiarize themselves with impact reporting

standards and, where feasible, to report on the positive environmental impact of
the investments funded by Green Bond proceeds.

Sources: International Capital Market Association (ICMA)
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* Issuer (“first party”) can hire an expert consultant (“second party”) with climate expertise
to help in the establishment of a Green Bond’s eligible Green Project categories.The
issuer may choose to keep the recommendations of the consultant private.

* If an expert consultant or auditor and an issuer so choose, a consultant’s

. . recommendations or an auditor’s evaluation may be put in the public domain by the issuer
Public reviews

and audits
* At least one or more standards intended for use by accredited third parties to certify
Green Bonds are in development.The GBP are supportive of certification of Green Bonds
Third " against fully developed and vetted standards. It is also the intention of the GBP to allow
Irf' le,r 4 for third party evaluation/audit of conformance with the guidelines recommended herein
verirication
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Impact investors are a nascent class of investors who generally deploy private
sector capital into projects with environmental and social outcomes extending
beyond business as usual. They are getting a lot of political traction, with British
Prime Minister David Cameron last year raising the concept at the G8 as a way of
helping to finance the environmental and social agenda of that group.

Under impact investing, expected returns somewhere around the midpoint of the
commercial market and philanthropy - meaning they are a potential source of
lower priced debt or equity for projects. In exchange they usually ask for a level of
measurement and verification of social and environmental outcomes associated
with their investments.

Sources: Global Impact Investment Network, J.P. Morgan
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* The first and perhaps most fundamental step is to engage with the
industry (issuers, investors and underwriters) to increase awareness
and identify cooperation opportunities

* If in the likely event CDM becomes attractive to the industry,
modifications may be needed to the legal framework constituting the

Legal CDM to make it accessible
Frameworks

* Modalities themselves may need to be adapted to be fit for purpose.
There will likely be costs associated with this, however it is almost
Modification of  C€rtainly going to be more efficient for industry than developing its
Modalities own new approach
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* Increases demand in short to medium term for service providers
within the CDM while depressed CER market conditions prevail

* Presents an opportunity to align efforts across the CDM, climate

Alignment of finance and private sector initiatives with similar objectives

Efforts

* Development of frameworks to increase the amount of private
sector capital being invested into climate finance initiatives, providing

Private Sector  maximum leverage to public money being allocated to the area
Engagement
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* Issuers and underwriters face significant legal risks
associated with misrepresenting the features of products
in which they deal to investors

* Issuers, underwriters and investors all face the reputation
risk of concentrated future efforts of NGOs and others to

RePI‘,\Jit:Lt'on criticise environmental integrity of the industry
e |ssuers, underwriters and investors all have a vested
e interest in establishing the conditions on which the market
arket can grow
Growth
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This presentation has been prepared for discussion purposes only and is not an offer to sell or a solicitation to buy any financial
product, nor to provide financial services or financial advice. While this presentation may make reference to various financial
products no such reference should be taken to be an endorsement of such product by Climate Mundial. Climate Mundial has
attempted to provide accurate and complete information obtained from reliable sources, however, Climate Mundial makes no
warranties or representations, express or implied, as to whether information provided in this presentation is accurate,
complete or up-to-date. The reader should therefore be fully aware of these limitations and, where further accuracy is required
the reader should seek its own professional advice. Unless otherwise prohibited by law, Climate Mundial disclaims all liability for
any loss or damage suffered by any person using, disclosing, relying or acting on any information supplied to it or inferred from
information supplied by Climate Mundial or any of its representatives. Climate Mundial retains all present and future rights
(including copyrights, trademarks, patents as well as any other intellectual property right) in relation to its own work within this
presentation. You may not copy, download, publish, distribute or reproduce any of the information contained in this presentation
in any form without the prior written consent of Climate Mundial. Climate Mundial makes no representation and gives no
advice in respect of any financial, investment, tax, legal or accounting matters in any jurisdiction including the suitability of
financial products to investors. Climate Mundial shall not, nor any of its agents or subcontractors, be liable for any direct,
indirect, special, incidental, consequential, punitive, or exemplary damages, including lost profits (even if Climate Mundial is
advised of the possibility thereof) arising in any way from, including but not limited to: (i) the information provided in this
presentation; (ii) the modification or misuse of information in this presentation; or (iii) claims of third parties in connection
with the use of this presentation. This exclusion of liability is made for the benefit of directors and employees of Climate
Mundial. This presentation has been prepared without taking account of the reader’s objectives, financial situation or needs.
Consequently, before acting on the information in this presentation, the reader should consider the appropriateness of the
information in view of its own objectives, financial situation and needs. Climate Mundial Ltd is a Private Limited
Company registered under the Companies Act 2006 in England & Wales. Company number: 8073353. Climate Mundial is
authorised and regulated by the Financial Conduct Authority (UK).
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