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Executive Summary

Boras is a municipality in Véstra Gotaland County in southeast

Sweden with a population of approximately 114,000. Sweden’s SHADES OF GREEN
municipalities are responsible by law for several areas that are vital
to the public good, including W
environmental protection and provision of basic services such as

healthcare and education. In December 2022, Boras signed a Climate

Contract 2030 that establishes the municipality's climate goals, as GOVERNANCE

well as the strategies and organization to achieve the goals. ASSESSMENT

Most proceeds will initially finance green buildings, including P
both new construction, existing buildings, and renovations. v -
Overall, the framework covers a broad range of categories, including , %
renewable energy, energy efficiency, pollution prevention, and clean o C
transportation. This is the municipality’s first green bond framework.

We rate the framework Light Green and give it a governance GREEN BOND

score of Good. The framework contains activities of all Shades of PRINCIPLES

Green, and the overall shading reflects that some 85% of proceeds Based on this review, this
are initially expected to be allocated to green buildings, where framework is found aligned
additional efforts are needed to manage energy use in existing with the principles.

buildings and reduce embodied emissions in new construction. Other
planned investments include charging infrastructure for electric
vehicles and water management. The municipality has implemented
a sustainability strategy that supports the green projects identified
under this framework.

Strengths

The municipality’s framework is aligned with the city’s broader environmental strategies. Boras’ expanded
commitments in recent years toward achieving carbon neutrality and sustainable operations are reflected in its first
green bond framework that will direct capital to achieving its goals. The city plans to achieve climate neutrality
via a reduction of 85% of total emissions by 2030 from a 1990 baseline.

The wide range of project categories in the framework demonstrates Boras’ efforts to address climate and
environment throughout its municipal activities. The city has chosen a range of project categories that address
the most material sustainability challenges it faces, including across district heating, buildings, and transport,
which constitute a significant share of total emissions. We believe the city’s sustainability commitments will
contribute to a low-carbon future.
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Pitfalls

Beyond what is required by Swedish law, the municipality’s policies for reducing embodied emissions within
green building construction and retrofitting are at an early stage. In the Nordic context, building material
embodied emissions typically account for around half of buildings’ lifecycle emissions. The issuer has informed
us that the status of the work on embodied emissions varies between its different subsidiaries. Of its five real estate
subsidiaries, two of them, Fristadbostdder and Viskaforshem, are actively using wood as a building material, which
is positive as research indicates that wooden buildings tend to have a lower carbon footprint over their lifetime.
We welcome the ongoing work to establish guidelines for reducing embodied emissions from building materials.

For some project categories, the municipality could benefit from incorporating additional quantitative
thresholds. This is the case for example for water management, where the achieved reduction in leakage is not
quantified, and for energy efficiency. Given the challenges of undertaking a long-term sustainability strategy at
the city level, such quantification could be beneficial.
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1 City of Boras’ Green Bond Framework

Company description

The City of Boras (the “the Municipality” or “the issuer”), located in Véstra Gotaland county, is the second-largest
municipality in western Sweden and has a population of approximately 114,000 people and annual turnover of
about SEK 6 billion. As a Swedish municipality, Boras is responsible by law for several key functions including
care for the elderly, disabled, and families, basic education, libraries, planning and building issues, rescue services,
emergency preparedness, environmental and health protection, energy and housing provision, and water and
sewage management. This is the City’s first green bond framework.

Governance assessment

Boras has developed a relevant sustainability strategy that addresses key climate and environmental issues
including transition, physical climate, energy, water, and land use. The city has several targets for greenhouse gas
emissions, for different time horizons and with different scopes, which creates some operational challenges in
terms of measuring progress and in ascertaining how the different targets interact.

The project selection process is good, with the decision-maker green bond committee identified, screening of fossil
fuel and non-compliant projects, and criteria for each project. We welcome that, in addition to the framework
criteria, alignment with City of Boras’ established long-term plans for environmental and social sustainability, will
be considered. For some projects, the issuer will also consider lifecycle and environmental assessments of projects,
which could include consideration of physical climate change risk.

The municipality will provide annual reporting of proceeds 'ﬂ

allocated to each project including the outstanding amount,

distribution to each asset, and the year when each asset became
operational. Impact reporting will include qualitative and
quantitative data, where feasible. Allocation and impact data will
be verified and assured by a third party. Boras commits to report o C
methodologies of the identified metrics and baselines, which is

positive.

The overall assessment of the municipality’s governance structure and processes gives it a rating of Good.
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Sector risk exposure

Physical climate risks. For the Nordics, the most severe physical climate impacts will likely include
increased flooding, snow loads, and urban overflow, as well as increased frequency of storms and
extreme weather. Consequently, the Municipality’s climate risk adaptation plans are focused on key
risk areas including stormwater collection and management, water level protection and erosion
mitigation, and urban heat protection.

Transition risks. The Swedish government is targeting climate neutrality by 2045, a goal that
directly affects Boras through the city’s GHG-emitting activities including industry, energy
generation, buildings, transport, and wastewater management. Transition risk can be mitigated
through various efficiency and energy initiatives including renewable energy procurement, building
retrofit, and clean transportation.

Environmental risks. The City’s activities are associated with environmental pollution including
other air emissions, waste generation, and water effluent. These externalities, if improperly
managed, can result in environmental degradation and associated remediation costs and penalties.

Environmental strategies and policies

Boras’ sustainability strategy is to be a driving force and leader in the environmental field, and it intends for its
activities to contribute to reducing the city’s negative environmental externalities and increase its positive
environmental impacts. Specifically, the city aims to create a healthy living environment, maintain rich plant and
animal life, increase biodiversity, and ensure high quality of life for its citizens. The municipality’s strategy
consists of an energy and climate strategy, a carbon budget, a climate neutrality goal, and an environmental
program. Boras further seeks to anchor its sustainability strategy to the UN Sustainability Goals of Agenda 2030
and align its activities with the EU taxonomy, including do no significant harm provisions.

The municipality’s energy and climate strategy is designed to reduce Bords’ greenhouse gas emissions in
accordance with limiting global warming to 1.5-2 degrees per the 2015 Paris Climate Agreement. The strategy’s
implementation is founded upon a carbon budget (adopted in 2019) that specifies emissions thresholds that the city
must remain within, and addresses climate adaptation measures, including flood protection, upstream wetlands,
and downpour trails. The budget is broken down into three categories; total emissions of the city’s activities and
residents, which must remain below 62 tons of cumulative emissions of CO, per inhabitant by 2040 from the 2019
baseline; a subset of these emissions are associated with services consumed by residents; and Boras’ territorial
emissions (from district heating and transportation). The climate neutral goal targets a reduction of 85% of total
emissions by 2030 from a 1990 baseline. The city believes residual emissions will primarily reside within
transportation. Bords aims to monitor emissions over time and targets a reduction of 16% CO2 per year which it
expects will result in net zero emissions by approximately 2040.

The City of Boras calculates its carbon dioxide emissions using conversion factors from the Swedish Energy
Agency, while energy use in the city’s geographical area is monitored annually by SCB (Statistics Sweden). Within
the municipality, emissions of CO» per inhabitant decreased by 64% between 1990 and 2021. This drop is due
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largely to a fall in oil and coal consumption for building heating by 94% between 1990 and 2018. In the same
period, CO; emissions from vehicles did not change substantially, while a sharper decrease occurred more recently
due to increased blending of renewable fuels in auto fuel and a decrease in car volumes by 5 to 10%. The reduction
in oil use is attribute to an increase in the district heating network and the addition of a 37,000 m? accumulator
tank, a new 120 MW biofuel-fired combined heating and power plant completed in 2019, lower oil use in municipal
buildings in favor of district heating or biofuels, and energy and climate education for households in the
municipality.

Additionally, Borés joined the Viable Cities' initiative Climate Neutral Cities 2030, a program supported by
Vinnova, the Swedish Energy Agency and Formas. As part of the program, Boras signed a Climate Contract 2030
in December 2022 that describes the municipality's climate goals, strategies, and the principal collaborators which
includes the municipally owned companies BorasEnergi och Miljo AB and Fristadbostider AB, the regional
science center Navet, and Science Park Boras.

Green bond framework
Based on this review, this framework is found to be aligned with the Green Bond Principles. For details on the
issuer’s framework, please refer to the green bond framework dated July 2023.

Use of proceeds
For a description of the framework’s use of proceeds criteria, and an assessment of the categories’ environmental
impacts and risks, please refer to section 2.

Selection

The City of Boras established a Green Bond Committee (GBC) consisting of members from the treasury and
sustainability department as well as internal and external experts who can participate in decision-making related
to the Projects or Assets considered. The committee is responsible for evaluating proposed eligible projects and
assets with the issuer’s eligibility criteria, assure project compliance with applicable laws and regulations as well
as the City of Boras’ established long-term plans for environmental and social sustainability, replace projects that
no longer meet the criteria, and approve investor reporting of project performance. Where relevant, the city will
utilize lifecycle and environmental assessments to mitigate potential externalities and risks such as those related
to physical climate risk. We note that the committee has a sustainability representative with veto rights for projects
selected by the committee.

Management of proceeds

According to the frameworks, an amount equal to the proceeds of any Green Bond will be separately identified
within the City of Boras’ treasury department and will form an earmarked portfolio within the City of Boras’
internal treasury systems. While an issuance is outstanding and the earmarked portfolio has a positive balance,
funds may be deducted from the earmarked portfolio and added to the City of Borés’ lending pool in an amount
up to all disbursements from that pool made in respect of Eligible Projects and Assets. The earmarked portfolio
will ensure prudent monitoring and tracking of the Eligible Projects and Assets. The City’s Group Treasury team
is responsible for tracking funds and allocation of proceeds. If, for any reason, an Eligible Project or Asset ceases
to comply with the eligibility criteria of the framework, the project will be removed from the portfolio of Eligible
Projects and Assets. Unallocated proceeds will be placed in the liquidity reserves and managed as such. We note
these temporary investments will not be related to any fossil-fuel activities.

Reporting
The Municipality will provide an annual green bond investor report to investors that will be made publicly available
on the issuer’s website www.Borés.se. The report will include the allocation of proceeds and on the non-financial
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impact where feasible and relevant data is available. Allocation reporting will include the proceeds allocated to

each project or asset, the outstanding amount of green bonds, the distribution of new financing and refinancing of

approved eligible projects and assets, and the year when the project or asset became operational. The issuer will

follow ICMA’s recommendations on harmonized impact reporting as well as ICMA’s “Position Paper

on Green Bonds Impact Reporting” by the Nordic Public Sector Issuer.

The impact reporting will include qualitative and where feasible quantitative information as well as publicly

available data. Examples of potential impact reporting metrics are listed in the table below:

Eligible Green Project
and Asset Categories

Example indicators

Renewable energy e Annual renewable energy production in MWh

e Capacity of energy generation of plant in MW
Energy efficiency e Annual energy savings in MWh
Green buildings e Annual energy savings in MWh

e Annual GHG emissions reduced/avoided (tons of CO2e emissions)
Clean transportation e Number of charging points of electricity or biofuel installed or

upgraded

e Annual GHG emissions reduced/avoided (tons of CO2e emissions)
Climate Change e Increase in area under wetland management in km?
Adaptation e Improved measures to reduce risk from adverse flooding impact
Sustainable water and e Annual water savings: Annual absolute (gross) water use before and

wastewater management

after project in m?, in % water use reduction
Annual energy savings from new technique (kWh/m?)

Terrestrial and aquatic
biodiversity

Maintenance/safeguarding/increase of protected area/OECM/habitat in
km? and in % for increase

Pollution prevention and
control

Reduction in contaminant levels in mg contaminant/kg soil

The city has appointed an external independent auditor to assure annually the selection process for financing

eligible projects and the allocation of proceeds are conducted in accordance with Boras” Green Bond Framework.

‘Second Opinion’ on Boras Green Bond Framework
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Formerly part of CICERO

3 Terms and methodology

This note provides Shades of Green’s second opinion of the client’s framework dated July 2023. This second
opinion remains relevant to all green bonds and/or loans issued under this framework for the duration of three
years from publication of this second opinion, as long as the framework remains unchanged. Any amendments or
updates to the framework require a revised second opinion. Shades of Green encourages the client to make this
second opinion publicly available. If any part of the second opinion is quoted, the full report must be made
available.

The second opinion is based on a review of the framework and documentation of the client’s policies and processes,
as well as information gathered during meetings, teleconferences and email correspondence.

‘Shades of Green’ methodology

Shades of Green second opinions are graded dark green, medium green or light green, reflecting a broad, qualitative
review of the climate and environmental risks and ambitions. The shading methodology aims to provide
transparency to investors that seek to understand and act upon potential exposure to climate risks and impacts.
Investments in all shades of green projects are necessary in order to successfully implement the ambition of the
Paris agreement. The shades are intended to communicate the following:

Shading Examples
N ! 4 S |
Dark Green is allocated to projects and solutions that correspond to the long- -O- >olar
. ; L " power
term vision of a low-carbon and climate resilient future. @ plants
Medium Green is allocated to projects and solutions that represent significant ' Ef’;er_g\/t
e . efficien
steps towards the long-term vision but are not quite there yet. mﬂ buildings
Light Green is allocated to transition activities that do not lock in emissions. )
X s . s Hybrid
These projects reduce emissions or have other environmental benefits in the road
near term rather than representing low carbon and climate resilient long-term vehicles
solutions.

The “Shades of Green” methodology considers the strengths, weaknesses and pitfalls of the project categories and
their criteria. The strengths of an investment framework with respect to environmental impact are areas where it
clearly supports low-carbon projects; weaknesses are typically areas that are unclear or too general. Pitfalls are
also raised, including potential macro-level impacts of investment projects.

Sound governance and transparency processes facilitate delivery of the client’s climate and environmental
ambitions laid out in the framework. Hence, key governance aspects that can influence the implementation of the
green bond are carefully considered and reflected in the overall shading. Shades of Green considers four factors in
its review of the client’s governance processes: 1) the policies and goals of relevance to the green bond framework;
2) the selection process used to identify and approve eligible projects under the framework, 3) the management of
proceeds and 4) the reporting on the projects to investors. Based on these factors, we assign an overall governance
grade: Fair, Good or Excellent. Please note this is not a substitute for a full evaluation of the governance of the

issuing institution, and does not cover, e.g., corruption.
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Assessment of alignment with Green Bond Principles

Shades of Green assesses alignment with the International Capital Markets’ Association’s (ICMA) Green Bond
Principles. We review whether the framework is in line with the four core components of the GBP (use of proceeds,
selection, management of proceeds and reporting). We assess whether project categories have clear environmental
benefits with defined eligibility criteria. The Green Bonds Principles (GBP) state that the “overall environmental
profile” of a project should be assessed. The selection process is a key governance factor to consider in Shades of
Green’s assessment. Shades of Green typically looks at how climate and environmental considerations are
considered when evaluating whether projects can qualify for green finance funding. The broader the project
categories, the more importance Shades of Green places on the selection process. Shades of Green assesses whether
net proceeds or an equivalent amount are tracked by the issuer in an appropriate manner and provides transparency
on the intended types of temporary placement for unallocated proceeds. Transparency, reporting, and verification
of impacts are key to enable investors to follow the implementation of green finance programs.

‘Second Opinion’ on Boras Green Bond Framework 17
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Appendix 1:
Referenced Documents List

Document Document Name Description

Number

1 City of Boras Green Bond Framework Boras’ Green Bond Framework dated July 2023

2 Emissions Reporting Boréds 2021

3 Energi- och klimatstrategi — strategi Energy and climate strategy, dated 2020

4 Sammenstillning handlingsplan Summary of action plans for different areas of

sustainability

5 Annual and sustainability report 2022 for Reporting of Fristadbostider AB, one in five

Fristadsbostidder AB real estate subsidiaries

‘Second Opinion’ on Boras Green Bond Framework
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Appendix 2:
About Shades of Green

Shades of Green, now a part of S&P Global and formerly part of CICERO, provides independent, research-based
second party opinions (SPOs) of green financing frameworks as well as climate risk and impact reporting
reviews of companies. At the heart of all our SPOs is the multi-award-winning Shades of Green methodology,
which assigns shadings to investments and activities to reflect the extent to which they contribute to the
transition to a low carbon and climate resilient future.

Shades of Green is internationally recognized as a leading provider of independent reviews of green bonds, since
the market’s inception in 2008. Shades of Green is independent of the entity issuing the bond, its directors, senior
management and advisers, and is remunerated in a way that prevents any conflicts of interests arising as a result
of the fee structure. Shades of Green operates independently from the financial sector and other stakeholders
to preserve the unbiased nature and high quality of second opinions.

* 2021 Largest External Reviewer, Climate Bonds Initiative Awards

* 2020 External Assessment Provider Of The Year, Environmental Finance Green Bond Awards

FFnVironmental * 2020 Largest External Review Provider In Number Of Deals, Climate Bonds Initiative Awards
mnance

Bond Awards

* 2019 External Assessment Provider Of The Year, Environmental Finance Green Bond Awards

* 2019 Largest Green Bond SPO Provider, Climate Bonds Initiative Awards

/ 12022
Wlnnel’ * 2018 External Assessment Provider Of The Year, Environmental Finance Green Bond Awards
External assessment * 2018 Largest External Reviewer, Climate Bonds Initiative Awards

provider of the year
* 2017 Best External Assessment Provider, Environmental Finance Green Bond Awards

* 2016 Most Second Opinions, Climate Bonds Initiative Awards
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