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CIFI Green Finance Framework

Sustainalytics’ Opinion

Section 1: Sustainalytics’ Opinion on the CIFI Green Finance Framework

Sustainalytics is of the opinion that the CIFI Green Finance Framework aligns with the four core components
of the GBP and GLP. Sustainalytics highlights the following elements of CIFI's Green Finance Framework:

e Use of Proceeds:
- The eligible categories — (i) Green Buildings, (ii) Clean Transportation, (iii) Energy Efficiency, (iv)
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e Management of Proceeds:

- The net proceeds from each GFT issued will be managed by CIFI's finance team and the
proceeds of each GFT will be deposited in the general funding accounts. CIFI will maintain a
register to track the use of proceeds for each GFT. If allocated projects no longer meet the
eligibility criteria, net proceeds will be re-allocated to replacement projects that comply with the
criteria. Pending allocation, unallocated proceeds will be invested in short-term time deposits or
investments, or used to repay existing borrowings within the group in accordance with the
Company'’s liquidity guidelines. Sustainalytics views this process as aligned with market practice.

e Reporting:
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Well positioned to address common environmental and social risks associated with the projects

While Sustainalytics recognizes that the net proceeds from the GFT(s) issued under the Framework will be
directed towards eligible projects that are recognized by the GBP and GLP to have positive environmental
impact, Sustainalytics is aware that such eligible projects could also lead to negative environmental and social
outcomes. Some key environmental and social risks associated with the eligible projects could include land-
use change and biodiversity loss associated with large-scale infrastructure development, waste generated in
construction, occupational health and safety, and community relations.

Sustainalytics is of the opinion that CIFI can manage and/or mitigate potential risks through implementation
of the following processes and procedures:

e According to China’s Environmental Impact Assessment Act, companies must perform an environmental

risk assessment for all projects (construction, reconstruction, expansion or refurbishment) during the initial
phase of project design and feasibility analysis. Moreover, the Chinese Act requires that companies
undergo an assessment by an independent and certified environmental impact assessment agency to
avoid potential conflict of interest.
At an operational level, CIFI mandates the regular inspection of external contractors who carry out building
projects on behalf of the Group. These inspections are carried out by third-party inspection agencies in
accordance with the relevant environmental standards and requirements of the Group. Additionally, the
Group actively monitors the environmental pollution of the projects under construction, holds regular
meetings on environmental compliance and discusses the performance on each stage of the construction.
In addition to the Government’s standards on occupational health and safety,!°
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estimated to contribute between 7.7% and 20.3% of the country’s energy consumption. 1# With expectations
of urban population to reach 1 billion people by 2030, the urban real estate sector will continue to grow,
making it an important player in controlling carbon emissions and energy consumption.

China’s commitment to a long-term climate strategy is demonstrated through its recent public policy agenda.
The landmark Belt and Road Initiative has green development as a key component. 16 China's National Plan
on Implementation of the 2030 Agenda for Sustainable Development, released in 2016, has green
development as one of its guiding thoughts. *” Furthermore, China has ratified the Paris Agreement, under
which it aims to increase the share of non-fossil energy sources in the total primary energy supply to around
20% by 2030 and lower the carbon intensity of GDP by 60% to 65% below 2005 levels by 2030. 8 Its 13th
Five-Year Plan has climate related targets!®, and even more ambitious targets are expected in the 14th Five-
Year Plan.

In relation to green buildings, the government’s National New-Type Urbanization Plan (2014 — 2020) includes
a target to increase the proportion of urban green buildings in new construction to 50% by 20202°; and it
exceeded this target in 2018, when 56% of new urban buildings met the green building standards. ?* Given
that the development of new low carbon buildings has around USD12.9 trillion potential for investments in
China by 20301®, the opportunities for the Chinese green building industry are considered to be significant.

Sustainalytics is of the opinion that CIFI's investments in renewable energy and energy efficiency will advance
the adoption of climate smart technologies in the real estate industry and thus positively advance the
government’s public climate policy.

Importance of promoting sustainable water management strategies in China

Less than 2% of all water in the world is available for human use.?? With continued population growth,
urbanization and socioeconomic advancements, stress on water resources has the potential to exacerbate
well into the future.?® For instance, world household water demand grew 600% from 1960-2014.2* At the
current trends, global water demand will exceed supply by 40% in 2030.%?

China’s socioeconomic development over the past decades resulted in undesirable side-effects associated
with water quality and availability?>. Further expected urbanization will add pressure on water quality and
availability due to increased concentrated water demand and wastewater effluent.26

The 13th Five-Year Plan outlines important water-related targets including on surface water quality, water
consumption and sewage processing rates in cities.?” In 2020, the government allocated RMB 3.5 billion (USD
493 million) from the central budget to investments in project construction for water environment treatment,?8
and announced a plan to invest further RMB 1 trillion (USD 140 billion) in a series of water conservancy
projects.

Sustainalytics is of the opinion that proceeds from CIFI's green bond or loan issuance aimed at financing
projects in sustainable water management category will positively contribute to the country’s water
safeguarding ambitions.

4 Huo, Tengfei et al. (2018), China’s Energy Consumption in the Building Sector available at:
https://www.sciencedirect.com/science/article/pii/S0959652618306152

15 The International Finance Corporation, Climate Investment Opportunities in Emerging Markets Report (2016), available at:
https://www.ifc.org/wps/wecm/connect/59260145-ec2e-40de-97e6-3aa78b82b3c9/3503-IFC-Climate Investment Opportunity-Report-Dec-

FINAL.pdf?MOD=AJPERES&CVID=IBLd6Xq

16 OECD, China's Belt and Road Initiative in the Global Trade, Investment and Finance Landscape Report (2018), available at:
https://www.oecd.org/finance/Chinas-Belt-and-Road-Initiative-in-the-global-trade-investment-and-finance-landscape. pdf

7 The Ministry of Foreign Affairs of the People’s Republic of China, China's National Plan on Implementation of the 2030 Agenda for Sustainable
Development Report (2016), available at: https://www.fmprc.gov.cn/mfa_eng/zxxx_662805/W020161014332600482185.pdf

18 Climate Action Tracker, Pledges and Targets (2019), available at: https://climateactiontracker.org/countries/china/pledges-and-targets/

19 The State Council of The People’s Republic of China, China’s environment targets in 13th Five-Year Plan (2016), available at:
http://english.www.gov.cn/policies/infographics/2016/03/09/content 281475304125348.htm

20 Green Initiatives, The New Era of Green Buildings in China report (2015), available at:
https://greeninitiatives.cn/img/white_papers/1441531986096China_Major_Report - The New_ Era of Green Buildings_in_China_July 2015.pdf

21 The Ministry of Ecology and Environment of the People’s Republic of China, China’s Policies and Actions for Addressing Climate Change (2019),
available at: http://english.mee.gov.cn/Resources/Reports/reports/201912/P020191204495763994956.pdf

22 CDP Water, available at: https://www.cdp.net/en/water
2 The World Resources Institute, 17 Countries, Home to One-Quarter of the World's Population, Face Extremely High Water Stress (2019), available at:
https://www.wri.org/blog/2019/08/17-countries-home-one-guarter-world-population-face-extremely-high-water-stress

24 The World Resources Institute, Domestic Water Use Grew 600% Over the Past 50 Years (2020), available at: https://www.wri.org/blog/2020/02/growth-

domestic-water-use

% Ma, Ting et al. (2020), China’s improving inland surface water quality since 2003, available at: https://advances.sciencemag.org/content/6/1/eaau3798
% Bao, Chao et al. (2019), Scenario Modeling of Urbanization Development and Water Scarcity Based on System Dynamics: A Case Study of Beijing—
Tianjin—Hebei Urban Agglomeration, China, available at: https://www.ncbi.nIm.nih.gov/pmc/articles/PMC6843306/

27 The State Council of The People’s Republic of China, China’s environment targets in 13th Five-Year Plan (2016), available at:
http://english.www.gov.cn/policies/infographics/2016/03/09/content 281475304125348.htm

2 The State Council of The People’s Republic of China, China ramps up efforts to improve water environment (2020), available at:
http://english.www.gov.cn/statecouncil/ministries/202003/24/content WS5e7a02a5c6d0c201c2cbf599.html
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Alignment with/contribution to SDGs

The Sustainable Development Goals (SDGs) were set in September 2015 and form an agenda for achieving
sustainable development by the year 2030. The GFTs will advance the following SDG goals and targets:

Use of Proceeds
Category
Green Buildings

Clean Transportation

Energy Efficiency

SDG

9. Industry, Innovation and
Infrastructure

11. Sustainable Cities and
Communities

11. Sustainable cities and
communities

7. Affordable and Clean
Energy

SDG target

9.4 By 2030, upgrade infrastructure and retrofit
industries to make them sustainable, with
increased resource-use efficiency and greater
adoption of clean and environmentally sound
technologies and industrial processes, with all
countries acting in accordance with their
respective capabilities.

11.6 By 2030, reduce the adverse per capita
environmental impact of cities, including by
paying special attention to air quality and
municipal and other waste management.
11.2 By 2030, provide access to safe,
affordable, accessible and sustainable
transport systems for all, improving road
safety, notably by expanding public transport,
with special attention to the needs of those in
vulnerable situations, women, children,
persons with disabilities and older persons.
7.3 By 2030, double the global rate of
improvement in energy efficiency.
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Appendix 2: Green Bond / Green Bond Programme - External Review Form

Section 1. Basic Information

Issuer name:

Green Bond ISIN or Issuer Green Bond
Framework Name, if applicable: [specify as
appropriate]

Review provider’s name:

Completion date of this form:

Publication date of review publication: [where
appropriate, specify if it is an update and add
reference to earlier relevant review]

Section 2. Review overview

SCOPE OF REVIEW

CIFI Holdings

CIFI Green Finance Framework

Sustainalytics

April 23, 2020

The following may be used or adapted, where appropriate, to summarise the scope of the review.

The review assessed the following elements and confirmed their alignment with the GBPs:

Use of Proceeds

Management of Proceeds

ROLE(S) OF REVIEW PROVIDER

Consultancy (incl. 2" opinion)

Verification

Other (please specify):

Note: In case of multiple reviews / different providers, please provide separate forms for each review.

Process for Project Evaluation

X Selection

Reporting

Certification

Rating

EXECUTIVE SUMMARY OF REVIEW and/or LINK TO FULL REVIEW (if applicable)

and

Please refer to Evaluation Summary above.

10
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Section 3. Detailed review

Reviewers are encouraged to provide the information below to the extent possible and use the comment
section to explain the scope of their review.

1. USE OF PROCEEDS

Overall comment on section (if applicable):

The eligible categories; (i) Green Buildings, (ii) Clean Transportation, (iii) Energy Efficiency, (iv) Pollution
Prevention and Control, (v) Sustainable Water Management, (vi) Climate Change Adaptation, and (vii)
Renewable Energy, are aligned with those recognized by the GBP and GLP.

Under the Framework, CIFI intends to issue Green Financing Transactions (“GFT”") that deliver positive
environmental impacts. These can include bonds, loans, or other financing structures, as defined in the CIFI
Green Finance Framework.

While CIFI does not indicate a look back period for refinancing previous investments in the Framework, CIFI
has confirmed that the Company intends to prioritize its most current projects for refinancing activities.
Under the category of Green Buildings, the eligibility criteria refers to credible third party standards including
minimum certifications such as LEED (Gold or above), BEAM Plus (Gold or above), BREEAM (Excellent or
above), and Chinese Green Building Evaluation Label (2 stars or above). Sustainalytics considers these
certification schemes are credible and robust, and ensures proper integration of environmental considerations
during all stages of a building’s life cycle. (Please see Appendix 1 for an assessment of certification schemes.)
In addition, CIFI set a minimum threshold of 10% (based on third-party assessment) for energy efficiency
improvements in new and existing buildings.

With respect to Pollution Prevention and Control, CIFI intends to invest in projects that reduce the amount of
non-recycled materials in construction projects by using building material that is derived from recycled content,
low-carbon emissions, or certified by an approved local certification body. As part of the same category, CIFI
intends to invest in projects related to waste prevention, treatment, management, recycling and municipal
waste to energy that follows the waste hierarchy in the region. Following the waste hierarchy, Sustainalytics
encourages CIFl to ensure that majority of recyclables are separated before incineration activities.
Sustainalytics notes that CIFI excludes landfill operations and highlights the importance of the waste hierarchy
in advancing a circular economy.

Under the use of proceeds category of Climate Change Adaptation, CIFI intends to make investments in the
design, construction, maintenance and upgrades of buildings/assets for adapting to more frequent and
extreme weather events. While Sustainalytics notes that CIFI has not undergone an assessment that indicates
the need for infrastructure in the regions where projects are to be financed or refinanced, CIFI has confirmed
that the assessment will be included in the project appraisal process. Sustainalytics encourages CIFI to
provide detailed disclosure on the need and positive impact of intended infrastructure projects.

Sustainalytics notes that CIFI limits its renewable energy investments to solar photovoltaic energy systems.

Use of proceeds categories as per GBP:

Renewable energy X  Energy efficiency

Pollution prevention and control Environmentally sustainable management of
living natural resources and land use

Terrestrial and aquatic biodiversity Clean transportation
conservation

Sustainable water and wastewater Climate change adaptation
management

Eco-efficient and/or circular economy adapted Green buildings
products, production technologies and
processes

11
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Unknown at issuance but currently expected to Other (please specify):
conform with GBP categories, or other eligible
areas not yet stated in GBPs

If applicable please specify the environmental taxonomy, if other than GBPs:

2. PROCESS FOR PROJECT EVALUATION AND SELECTION

Overall comment on section (if applicable):

CIFI's project evaluation and selection will be managed by an ESG Working Group (“EWG”). This group
consists of senior representatives from various departments including Finance, Design and Architecture,

12
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Additional disclosure:

Allocations to future investments only Allocations to both existing and future

investments

Allocation to individual disbursements Allocation to a portfolio of disbursements

Disclosure of portfolio balance of

unallocated proceeds

Other (please specify):

4. REPORTING

Overall comment on section (if applicable):

CIFI will report annually on allocation of proceeds and impact reporting. On allocation reporting, CIFI will report
on the aggregate amount allocated to various eligible green projects, the remaining balance of funds to be
allocated and the type of investment they are being temporarily held in, and examples of the eligible green
projects. With respect to impact reporting, CIFI will report on environmental and social impacts (where
possible). For example, estimated avoided GHG emissions (tonnes CO2), annual energy savings (MWh),
amount of water recycled (liters), etc. Sustainalytics views this reporting process as aligned with market

practice.

Use of proceeds reporting:

Project-by-project

Linkage to individual bond(s)

Information reported:

Allocated amounts

On a project portfolio basis

Other (please specify):

Green Bond financed share of total

investment
Other (please specify):
Frequency:
Annual Semi-annual

Other (please specify):

Impact reporting:

Project-by-project O On a project portfolio basis
Linkage to individual bond(s) Other (please specify):
Frequency:
Annual Semi-annual
Other (please specify):

13
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Information reported (expected or ex-post):

GHG Emissions / Savings Energy Savings

Decrease in water use Other ESG indicators (please
specify): Level of certification
by property, energy efficiency
gains in MWh or % vs.
baseline, annual reduction in
water consumption, waste
that is prevented, minimised,
reused or recycled before and
after the project in % of total
waste and/or in absolute
amount in tonnes , renewable
energy produced (MWh),
renewable energy capacity

(MW)
Means of Disclosure
Information published in financial report Information published in sustainability
report
Information published in ad hoc documents Other (please specify):

Reporting reviewed (if yes, please specify which parts of the reporting are subject to
external review):

Where appropriate, please specify name and date of publication in the useful links section.

USEFUL LINKS (e.g. to review provider methodology or credentials, to issuer's documentation, etc.)

https://www.cifi.com.cn/en/invest/index.html

SPECIFY OTHER EXTERNAL REVIEWS AVAILABLE, IF APPROPRIATE
Type(s) of Review provided:

Consultancy (incl. 2" opinion) Certification
Verification / Audit Rating

Other (please specify):

Review provider(s): Date of publication:

ABOUT ROLE(S) OF INDEPENDENT REVIEW PROVIDERS AS DEFINED BY THE GBP

i Second Party Opinion: An institution with environmental expertise, that is independent from the issuer may
issue a Second Party Opinion. The institution should be independent from the issuer's adviser for its Green
Bond framework, or appropriate procedures, such as information barriers, will have been implemented within
the institution to ensure the independence of the Second Party Opinion. It normally entails an assessment of
the alignment with the Green Bond Principles. In particular, it can include an assessment of the issuer’s
overarching objectives, strategy, policy and/or processes relating to environmental sustainability, and an

14


/en/invest/index.html

Second-Party Opinion

SUSTAINALYTICS

CIFI Green Finance Framework

Verification: An issuer can obtain independent verification against a designated set of criteria, typically
pertaining to business processes and/or environmental criteria. Verification may focus on alignment with
internal or external standards or claims made by the issuer. Also, evaluation of the environmentally sustainable
features of underlying assets may be termed verification and may reference external criteria. Assurance or

15
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Disclaimer

Copyright ©2020 Sustainalytics. All rights reserved.

The information, methodologies and opinions contained or reflected herein are proprietary of Sustainalytics
and/or its third party suppliers (Third Party Data), and may be made available to third parties only in the form
and format disclosed by Sustainalytics, or provided that appropriate citation and acknowledgement is ensured.
They are provided for informational purposes only and (1) do not constitute an endorsement of any product or
project; (2) do not constitute investment advice, financial advice or a prospectus; (3) cannot be interpreted as
an offer or indication to buy or sell securities, to select a project or make any kind of business transactions;

16
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Sustainalytics

Sustainalytics is a leading independent ESG and corporate governance research, ratings and analytics firm
that supports investors around the world with the development and implementation of responsible investment
strategies. For over 25 years, the firm has been at the forefront of developing high-quality, innovative solutions
to meet the evolving needs of global investors. Today, Sustainalytics works with hundreds of the world’s
leading asset managers and pension funds who incorporate ESG and corporate governance information and
assessments into their investment processes. Sustainalytics also works with hundreds of companies and their
financial intermediaries to help them consider sustainability in the policies, practices and capital projects. With
16 offices globally, Sustainalytics has more than 600 staff members, including over 200 analysts with varied
multidisciplinary expertise across more than 40 industry groups. For more information, visit
www.sustainalytics.com
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