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EXMZEES: Recommendation on Transition Finance
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il Bk GFANZ Japan Chapterh5DF/E

Japanese Fls contributed to the GFANZ Secretariat Technical Review Note

The GFANZ Japan . Proposed attributes of “transitional” activities include:
Chapter put forward . T |. No other no/low carbon alternatives exist

: al-economy
an approach to assess igation Il.  The “transitional activity” demonstrates significant

“transitional” activities
within the context of
Net Zero Transition
Plans of Aligning
entities transitioning

towards science- V. There is a retirement date specified within the

based net zero Aligning entity’s established net-zero transition

pathways plan that details how the “transitional” activity
supports the entity’s alignment to 1.5°C pathways
and when and how the “transitional” activity will be
phased out

contribution to lifecycle GHG emissions reductions

lIl. The “transitional activity” demonstrates the ability
to enable the Aligning entity to alignto a 1.5°C
pathway and/or meet its 2030 to 2035 interim
targets

Source: A GFANZ Technical Review Note on “Scaling Transition Finance and Real-economy Decarbonization”

This information is confidential; it is not to be relied on by any 3rd party without prior written consent.




ool R Net-Zero Banking Alliance (NZBA)D#IEZ
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- IN=RIAUAZBUICREMNR A AR 2Ry MEOCT Bt 7B 15 I BRI R REIERERE D751 7> A,
J52T-&RREE (GFANZ) OtI9-BI7S5AT7YAD—2.

_____________________________________________________________________________________________________________________________________________________________________________________________________________________

—— BN FURXEIK(Steering Group 124T+UNEP FI)

Principals Meeting
& : Bill Winters (Standard Chartered )

F—ERE

Representatives Meeting
;& & : Tracey McDermont (Standard Chartered)

B (I 0v—)

YEE < (Implementation Work Track)

Transition Finance Working Group

(" #E A %18, (MUFG)

NZBAZ=#/5:UNEP FI

@ UN4%{# : Mark Carney
$ @® NZBA Steering Group 1247
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Miarggan Stanley (l] MUFLs h rhateren g
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2R (191E) . I8EMEERENLUIEEST IL—TIZSM
«2022F 1082k ay D74 U RIEHE AR
«2023F 11 BIZhS2 223y D74 F 2V AD =8O DKPI

Finance Guide

Developing Metrics
for Transition Finance
Discussion Paper
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1. Climate Solutions: BEfF DIl (GHGHEH) HEAE I DIRRF[ILMDBAF - RERIBET D T 7 1 F > X; 2. Managed Phase-out: ZHEH R 77w MHNSDETEIR T T —X 7D MXiE;
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llustrative transaction structure of CFPP early retirement with carbon credits

Agpropriate allocation of risk/

rcturn to respedtive investor dasses
Ogticnal par ticipation of concossionany
capital andfor now cqaty investors

® bcutirgportic: @ Nowpartics

Carbon credits cither (i) sold dircctly to
corporate buyors/ tradors via OTCor 2
markctplace/oxchange, or (8] sold lump sam
upiront to 3 carbon crodit investront fund

Carbon Suppis

@ - Eguily » Prodeccs credits carbon aodit
New equty :
mrvestors - F N
- Carboncredt
. offtakers
.. Concessionary fcorporate) gent)
grants, lcare _]
i . Carbon crodit
Concessionary ' afftakc poyecnts
camts Tranzion SPV PPA
Repurposcd PP SPVar @ SRS
restructurcd state wtility
Debe = holding structurc
Orgnal/ new
commercal lenders - S Power offtaker
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it GFANZICHBIFBEER (Expected Emission Reductions)(Cf®3iziE

Potential decarbonization contribution methodologies
WM Scaling Transition Finance and Real-Economy Decarbonization report (Dec 2023)Ke1g:\\ VAT s1{g]s [ [1-X-3ud4 =

concept of Expected Emission Reductions (EER) as a complementary measure to existing KPIs that may
offer perspective on the forward—looking decarbonization potential of holdings and opportunities. This offers
a potential approach to assess and quantify the decarbonization contribution potential of exposures, with
transparency and awareness of limitations paramount to credible application.

It builds on the EER concept introduced in the consultation paper and outlines potential methods for
deriving it for the different key financing strategies:

= For Climate Solutions, the method described is Avoided Emissions (AE)

= For Aligned and Aligning, as well as for Managed Phaseout, the Note proposes Emissions Reduction

Potential (ERP)

CLIMATE SOLUTIONS ALIGNED AND ALIGNING

Avoided Emissions (AE) Emissions Reduction Potential
(ERP)
Contributions to global decarbonization
efforts outside of an entity’s value chain
through climate solutions and carbon
removal projects

An entity's emissions reductions via its
operations

Upstream and downstream value chain
indirect emissions reductions
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