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TABLE 2: THE IMPACT OF ESG ISSUES IN 2017 AND THE EXPECTED IMPACT IN FIVE YEARS'
TIME (2022) ON SHARE PRICES, CORPORATE BOND YIELDS/SPREADS, AND

SOVEREIGN DEBT YIELDS

AFFECTED IN 2017

ESG ISSUES IMPACT ON SHARE PRICES

Governance 58%
Environmental 23%
Social 23%

ESG ISSUES IMPACT ON CORPORATE BOND YIELDS/SPREADS

Governance 4%
Environmental 15%
Sacial 15%

ESG ISSUES IMPACT ON SOVEREIGN DEBT YIELDS

Governance 35%
Cnvironmental 12%
Soeial 18%

WILL AFFECT IN
2022

65%

52%

46%

53%

40%

35%

44%

31%

32%

Note: Percentages represent respondents who answered “often” or “always.”
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ZX: Orsagh et al. (2018). Guidance and
case studies for ESG integration:
equities and fixed income. CFA institute
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e Case: Ence Energia — Banco Santander
Green Evaluation: Ence Energia S.L.U. is seeking to raise an expected €69.4 million to expand its biomass
- ' power generation business, through a combination of a second green debt facility and
Ence Energla S'L'U' S notes issuance. In November 2017, Ence Energia borrowed €220 million through its first

PrO posed €69.4 green facility, which scored 79, representing an E1 on S&P Global Ratings' Green
M i I.llon Multl_ Evaluation scale. Ence Energia will use €60 million of the proceeds from this additional

€69.4 million to finance part of the construction of a new 46MW biomass power plant in
TranChe Capex Puertollano, CastillaLa Mancha, Central Spain. The remaining €9.4 million will be used to
FaCility, NOV_ 9, 201 8 finance the upgrade of a small plant in La Loma. Ence Energia is the renewable energy

division of Ence Energia y Celulosa S.A., one of the largest producers of eucalyptus pulp

in Europe and a prominent Spanish biomass energy producer.
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* KPI (Key Performance Indicator)
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* Johnson Controls PLC — ING Capital

SCHEDULE 1.01

SUSTAINABILITY TABLE!
KPI #3 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25
GHG intensity Target
46.3 44.7 43.1 41.6 40.1 38.7 37.3 36 34.7
10%% Threshold
NA NA 47.4 45.7 44.1 42.5 4] 39.6 38.2
Cumulative % %% %% % %% %% %% % %%
decrease — -3.53 -65.94 -10.23 -13.40 -16.46 -19.41 2220 -25.00
Total -
Decrease by 25.0%
2025 0
Yearly
Decre -%
ase 3.53
- KPI 24 835 Al 22| 1.75bp 215}
« KPI &3 I A| Z2| 1.75bp 212
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Growth of ESG Debt Market
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Total issuance amount ($ billion)

2018 2019 2020 2021 2022 2023
Year

Bond: B Green [ Social + Sustainable || Sustainability-linked
Loan: _Green _ Social + Sustainable |:| Sustainability-linked
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Greenium £X Greenium 37|

Barclays (2015) Yes 17bp
HSBC (2017) No

Climate Bond Initiatives (2017) No

Ehlers and Packer (2017) Yes 18bp
Hachenberg and Schiereck (2018) Yes Tbp

Zerbib (2019) Yes 2bp

Larcker and Watts (2020) No

Flammer (2021) No

Baker et al. (2022) Yes 5~9bp
Caramichael and Rapp (2024) Yes 3~8bp
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- Pedersen, Fitzgibbons, and Pomorski (2021), Baker et al. (2022), Pastor,

Stambaugh, and Taylor (2022)
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Feldhutter, Halskov, and Krebbers
(2024)

Kolbel and Lambillon (2024) Yes 4~T7bp

Yes 1~2bp
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» Second party opinion
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Second-Party Opinion
PepsiCo, Inc. Green Bond Framework

Evaluation Summary

Sustainalytics is of the opinion that the PepsiCo, Inc. (“PepsiCo”) Green Bond
Framework is credible and impactful and aligns with the four core components of the
Green Bond Principles 2018. This assessment is based on the following:

USE OF PROCEEDS The three eligible project categories for the use of

\ ﬂEl]" proceeds are aligned with the seven Green Bond Principles project

% y categories — (i) Eco-efficient and/or Circular Economy Adapted
Products, (ii) Renewable Energy, (iii) Energy Efficiency, (iv) Clean
Transportation, (v) Green Buildings, (vi) Sustainable Water
Management, and (vii) Environmentally Sustainable Management of
Living Natural Resources and Land Use — are aligned with those
recognized by the Green Bond Principles 2018. Sustainalytics
considers the eligible categories to have positive environmental
impacts and to advance the UN Sustainable Development Goals,
specifically 6,7,9,11,12, and 15.

PROJECT EVALUATION / SELECTION PepsiCo’s Sustainability Team

@ will assess and determine eligible projects. The final approval will be
followed by the recommendation of allocation of proceeds and
provision of description of eligible projects to the PepsiCo’s Finance
department. This is in line with the market practice.

% MANAGEMENT OF PROCEEDS PepsiCo’s Finance Department will
S W, track the net use of proceeds using its internal system. Pending
2\ allocation, the net proceeds may be temporarily invested in cash,
o cash equivalents, short-term investments, or used to repay other
barrowings. This is in line with market practice.

REPORTING PepsiCo intends to publish an annual update on its
(l; website, until full allocation. It will include the amounts allocated on
— category level, additional descriptions of select eligible projects, as
well as relevant impact metrics, where feasible. The reporting will be
accompanied by management's assertion of the amount of the net
proceeds that was allocated to eligible projects, and an examination
report from an independent accountant on such assertion.
Sustainalytics considers this in line with market best practice.

SUSTAINALYTICS

SECOND-
PARTY
OPINION

Evaluation date October 2019

Issuer Location New York, USA
Report Sections

INtrodUCtioN. .....c.ceeeceeece e 2
Sustainalytics’ Opinion .........cccoeevcevereenene. 3
APPENTICES ....ceceeeceeee e 10

For inquiries, contact the Sustainable
Finance Solutions project team:

Ankita Shukla (New York)

Project Manager
ankita.shukla@sustainalytics.com
(+1) 617 603 3329

Mayur Mukati (Toronto)

Project Support
mayur.mukati@sustainalytics.com
(+1) 647 695 4156

Tina Ghaemmaghami (Toronto)

Project Support
tina.ghaemmaghami@sustainalytics.com
(+1) 647 264 6680

Paramjot Kaur (New York)

Client Relations
susfinance.americas@sustainalytics.com
(+1) 646 518 0184
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« 0| Al: Walmart Inc. $2,000,000,000 1.800% Notes Due 2031

“The market price of the notes may also be impacted by any failure by us
to use the net proceeds from the sale of the notes on Eligible Green
Investments (as defined in “Use of Proceeds”) or to meet or continue to
meet the investment requirements of certain environmentally focused
Investors with respect to the notes. Although we have agreed to certain
reporting obligations with respect to the notes (as described under “Use
of Proceeds”), it will not be an event of default under the indenture
governing the notes if we fail to comply with such obligations.”

29
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Table 3. Proportion of Bonds with Risk-Reducing Disclaimers

Year of N Has Has EOD Has
Issuance Promissory Disclaimer Duty/Breach
Language Disclaimer
Issued by Corporations (not SOEs)

2013 8 75.0% 0.0% 0.0%
2014 38 100.0% 2.6% 2.6%
2015 23 47.8% 17.4% 0.0%
2016 19 73.7% 5.3% 0.0%
2017 17 88.2% 23.5% 5.9%
2018 74 70.3% 43.2% 13.5%
2019 21 57.1% 76.2% 47.6%
2020 3 66.7% 33.3% 66.7%
2021 64 65.6% 59.4% 28.1%
2022 12 41.7% 50.0% 41.7%
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Ethical Label Is Hard to Verify in Secretive
World of ESG Loans

By Jacqueline Poh
June 22, 2021,5:43 """ 77T -

e Wall Street’s ESG Loans Charge
> cememietc Copporate America Little for
Missed Goals

Banks and borrowers are rushing to add sustainability targets to loans, yet for many
deals the incentives are all but meaningless.
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