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1. Introduction

Aligned with its sustainability strategy, Allied Irish Banks (“AIB”) is intending to issue green bonds to
finance and / or refinance loans that meet the requirements as described in the AIB Green Bond
Framework (“Framework”)". The objective of the Framework, and subsequent green bonds issued from
it, is to fund projects or assets that mitigate climate change by reducing emissions, protect ecosystems
or otherwise have a positive environmental impact. The Framework has been aligned to the ICMA Green
Bond Principles, and has received a Second Party Opinion from Sustainalytics.

The ICMA Green Bond Principles are a set of voluntary guidelines that recommend transparency and
disclosure and promote integrity in the development of the green bond market by clarifying the
approach for issuing a green bond. The Framework, therefore, has four key components:

1. Use of Proceeds

2. Process for Project Evaluation and Selection

3. Management of Proceeds
4. Reporting

or each green bond issued, AIB asserts that it will adopt (1) Use of Proceeds, (2) Process for Project
Evaluation and Selection, (3) Management of Proceeds, (4) Reporting, as set out in the Framework.

AIB, at its discretion but in accordance with the Green Bond Principles, will allocate the net proceeds of
the Green Bonds to an eligible loan portfolio of new and existing green loans (“Eligible Green Project
Portfolio”). The Eligible Green Project Portfolio are to be financed and/or refinanced in whole or in part
by an allocation of the bond proceeds.

Renewable Energy assets located in Ireland, the UK and across the EU:

e Loans to finance or refinance equipment, development, manufacturing, construction, operation,
distribution and maintenance of renewable energy generation. Eligible renewable energy
sources include:

a. Solar Energy: Photovoltaics (PV), concentrated solar power (CSP) and solar thermal
facilities.

b. Wind Energy: Onshore and offshore wind energy generation facilities and other
emerging technologies

1.1. Who We Are

The Carbon Trust are a trusted, expert guide to Net Zero, bringing purpose led, vital expertise from the
climate change frontline. We have been pioneering decarbonisation for more than 20 years for
businesses, governments and organisations around the world.

We draw on the experience of over 300 experts internationally, accelerating progress and providing
solutions to this existential crisis. We have supported over 3,000 organisations in 50 countries with their

1 https://aib.ie/investorrelations/debt-investor/green-bonds/green-bond-framework
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climate action planning, collaborating with 150+ partners in setting science-based targets, and
supporting cities across 5 continents on the journey to Net Zero.

The Carbon Trust’s Green Finance team helps financial institutions navigate the risks and opportunities
of climate change and the transition to a low carbon economy. We are independent experts who
understand the environmental impacts, technologies and global markets that underpin green asset
classes. We leverage this bottom-up understanding to create bespoke solutions and help financial
institutions deliver genuinely green outcomes. We offer a comprehensive advisory and assurance
service for green bonds and loans. We provide feasibility assessments, help identify eligible assets
(Green Tagging), and build Green Bond and Loan Frameworks. For assuring green bonds and loans, we
provide Second Party Opinions and certifications to recognised standards. We are approved verifiers to
the Climate Bonds Initiative Standard and we are members of the ICMA Green Bond Principles,
contributing in both cases as technical advisors. As impartial experts, we advise on methodologies and
reporting on the environmental impacts of the use of proceeds, giving investors clarity and reassurance
on the impact of their investment.

2. Methodology

2.1. Reporting Principles

Reporting of the environmental impacts of green bonds is evolving and is a relatively new concept.
However, AIB is committed to reporting on the method used to calculate the avoided GHG emissions for
its Green Bond Framework based on:

e PCAF's The Global GHG Accounting and Reporting Standard for the Financial Industry (November,
2020)?, chapter 5.3 Project Finance;

e IFI GHG Accounting for Grid Connected Renewable Energy Projects (July, 2019)3;

e and, with the voluntary guidelines for green bonds, the Green Bond Principles Voluntary Process
Guidelines for Issuing Green Bonds (June,2021) 4.

e ICMA Harmonized Framework for Impact Reporting (2020)°

In addition, AIB is committed to reporting greenhouse gas emissions in accordance with the five principles
contained within the Greenhouse Gas Protocol, namely: relevance; completeness; consistency;
transparency; and, accuracy.

In accordance with the principles of reporting described above, AIB commits to transparent disclosure of
any assumptions and estimations used in the calculation of its reporting framework.

2 https://carbonaccountingfinancials.com/files/downloads/PCAF-Global-GHG-Standard.pdf
3 https://unfccc.int/sites/default/files/resource/Renewable%20Energy_GHG%20accounting%20approach.pdf

4 https://www.icmagroup.org/assets/documents/Sustainable-finance/2021-updates/Green-Bond-Principles-June-
2021-140621.pdf

5|CMA (2020), Harmonized Framework for Impact Reporting,
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Handbook-Harmonized-Framework-for-
Impact-Reporting-December-2020-151220.pdf
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2.2. Scope of Calculations and Reporting

AIB intends to report the expected or actual quantitative environmental impact of RE assets it finances
or co-finances through its green bonds issuance. The reporting includes the estimated reduction or
avoidance in greenhouse gases (“GHGs") estimated to have occurred from its RE holdings. AIB also
evaluates other indicators that are appropriate to report for environmental impact and performance,
such as energy generation figures by type. At this stage, social and other economic indicators are noted
within the scope of the green bonds in question. Governance indicators are also not in scope.

AIB undertakes to report the environmental impact of projects it finances or co-finances through its
green bonds based, where possible, on the actual environmental performance of the asset. Where this is
not possible, expected performance is used. The reporting includes both green indicators and resulting
emissions reductions or avoidance, both of which require assumptions and calculations. The reporting
is be based on the net-benefit resulting from the asset in a given period of operation, rather than the
gross emissions change before or after the life of the asset or project.

Calculations include project-by-project impacts, as well as aggregated results across the portfolio of
assets financed or co-financed with the proceeds of AIB’s green bonds. Environmental indicators are
attributed to AIB on a project-by-project basis, based on the current percentage share financed (where
applicable) and disbursed by the bank. The reporting is undertaken on an annual basis, covering the
previous 12-month period and considers any dynamic changes in the assets financed or co-financed
that occur from one reporting period to another.

In accordance with the principles of reporting described above, AIB has, and continues to commit to
transparent disclosure of any assumptions and estimations used in the calculation of its reporting
framework.

2.3. Environmental Impact Methodology

2.3.1. Renewable Energy Generation

RE assets are broken down by project and include both Solar PV and Wind assets. The assets are then
further broken down by country and in 2022 included 17 countries where AIB financed or part financed
eligible RE projects. In some cases, AIB does not finance the entire project, therefore the avoided
emissions are adjusted by the share of financing attributable to AIB. This share is calculated by taking
the amount outstanding on the deal and dividing by the project value:

Amount of AIB Financing Outstanding (mEUR)
Total Project Value (mEUR)

Attribution Factor =

All qualifying assets began operation in years dating before the 2022 and therefore were operating and
generating energy in the reporting period. Assets that are not yet operational are excluded from the
assessment. For each asset, AIB recorded the annual energy generation in the given year through actual
production figures (where available) or based on P50 estimates. P50 estimates are regarded as a
reasonable estimate in statistical modelling of energy generation and are commonly used in the
evaluation of renewable energy assets. In the majority of cases, AIB reported actual energy generation
data rather than P50 estimates.

2.3.2. Environmental Impact Reporting



Renewable energy generation is a low GHG emission energy source and has an environmental benefit in
replacing energy generated from fossil fuel-based power generation. Energy generated from renewable
sources reduces the demand for fossil fuel sources and therefore reduces emissions of greenhouses
gases into the atmosphere. In an electricity grid, renewable generation will displace fossil fuel sources
and reduce the emissions intensity of the electricity grid. This is known as avoided emissions and AIB
has calculated the avoided GHG emissions associated with its RE assets, namely solar and wind assets.

The actual or estimated P50 energy generation was multiplied by a consolidated country-specific
electricity emission factor (EF) for the relevant country grid electricity mix. In line with PCAF
recommendations, the Operating Margin (OM) was used as the emission factor. The OM represents the
marginal generating capacity in the existing dispatch hierarchy that will most likely be displaced by the
project. The full dataset for the OM emission factors is published by IFI AHG-0018. This approach was
undertaken instead of the IFI combined margin (CM) as the OM provided the best outlook on which
operations will most be affected, and ultimately which technologies were most likely to have been
reduced over the period of a year. The results are reported in tonnes of Carbon Dioxide (tCO>).

Table 1 IFI Methodology emission factors

OM Emission

Country Comments
Factor
. The IFI Dataset of Default Grid
Belgium 252 kgC02/MWh
Factors v.3.1
The IFI Dataset of Default Grid
France 158 kgCO2/MWh
Factors v.3.1
The IFI Dataset of Default Grid
Germany 650 kgCO2/MWh
Factors v.3.1
The IFI Dataset of Default Grid
Ireland 380 kgC02/MWh
Factors v.3.1
The IFI Dataset of Default Grid
Norway 47 kgC02/MWh
Factors v.3.1
The IFI Dataset of Default Grid
Portugal 389 kgCO2/MWh
Factors v.3.1
. The IFI Dataset of Default Grid
Spain 402 kgC0O2/MWh
Factors v.3.1

6 https://unfccc.int/climate-action/sectoral-engagement/ifis-harmonization-of-standards-for-
twg-list-of-methodologies
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The IFI Dataset of Default Grid
UK 380 kgCO2/MWh
Factors v.3.1
The IFI Dataset of Default Grid
Sweden 68 kgCO2/MWh
Factors v.3.1
UK & The IFI Dataset of Default Grid  Average emissions
380 kgCO2/MWh -
Ireland Factors v.3.1 between countries
Spain & The IFI Dataset of Default Grid  Average emissions
395 kgCO2/MWh .
Portugal Factors v.3.1 between countries
Norway & The IFI Dataset of Default Grid ~ Average emissions
115 kgCO2/MWh .
Sweden Factors v.3.1 between countries
France,
Spain, . -
The IFI Dataset of Default Grid  Average emissions
Portugal, 370 kgCO2/MWh .
i Factors v.3.1 between countries
Belgium &
Germany

2.3.3. Annual Avoided Impact

Once the attribution factor was determined, as well as the project emissions using the emission factors
in table 1, the avoided emissions attributed to AIB for 2021 were 750,498 t CO..

Financed emissions = Attribution factor x Project emissions

Table 2 Sum of annual avoided emissions

Annual avoided emissions year end 2021

750,498 tCO,
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Whilst reasonable steps have been taken to ensure that the information contained within this
publication is correct, the authors, the Carbon Trust, its agents, contractors and sub-contractors give no
warranty and make no representation as to its accuracy and accept no liability for any errors or
omissions. Any trademarks, service marks or logos used in this publication, and copyright in it, are the
property of the Carbon Trust. Nothing in this publication shall be construed as granting any licence or
right to use or reproduce any of the trademarks, service marks, logos, copyright or any proprietary
information in any way without the Carbon Trust's prior written permission. The Carbon Trust enforces
infringements of its intellectual property rights to the full extent permitted by law.

The Carbon Trust is a company limited by guarantee and registered in England and Wales under
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