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Sustainability Bond Reporting — EMTN 2019

Introduction

In April 2019 Flanders issued its second sustainability bond followed by a tap of 250
million euros in May 2020 which brought the total amount issued to 1 billion euros. The
aim of the bond is to finance sustainable green and / or social investments:

9 that are in line with the sustainable development objectives previously
published by Flanders in the context of "Vision 2050” and "Vizier 2030"
1 that follow the requirements defined in the sustainability bond framework

The proceeds will be used to increase the energy efficiency of buildings, promote
affordable housing and access to education. In the future, Flanders will also finance
initiatives in the circular economy.

Flanders committed to report on the allocation and impact of the sustainability bond in
the calendar year following the year of issuance.

Additional information about Flanders sustainability bond and framework can be found
on: http://financeflanders.be/sustainability


https://www.vlaanderen.be/nl/vlaamse-regering/visie-2050
https://do.vlaanderen.be/visienota-vizier-2030-een-2030-doelstellingenkader-voor-vlaanderen

Issuances’ characteristics
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April 2019
Issue date 4 April 2019
Amount EUR 750 million
Maturity 11 April 2044
Rating Aa2 (Moody'’s)
Coupon 1.500%

Reoffer Yield
Second Party
Opinion

# Investors
# Countries

1.567%
Sustainalytics

7
14

May 2020

Issue date 5 May 2020
Amount EUR 250 million
Maturity 1 April 2044
Coupon 1.500%

Reoffer Yield 0.855%

Second Party Sustainalytics
Opinion

Investors split by geography
(April 2019 issuance only)

56%

W Germany / Austria /
Switzerland

B BeNelux

M France

= Norway

m UK

m Southern Europe

Other
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Summary

Allocation:

The total amount of the proceeds has been allocated as fallow

Effective allocation

7%

m Energy efficiency in buildings
= Access to education

= Affordable housing

Key fact and figures for each category:

Energy efficiency in buildings

Investments
Energy efficient Rest
heating 5% Roof or atticinsulation
3% 14%

solar boiler
1%

High efficiency glazing
20%

Wall insulation
6%

Floor insulation
Condensation boiler
10%

solar panels
39%

2%
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Access to Education

Number of Number of Average E-level'
Schools Students
Passive schools? 4,000 52.0
Non-passive schools 10,762 55.1

Affordable housing

Green investments Social investments  No known E-level
Owner-occupied 1,694 814 463
homes
Rental properties 5,401 3,110 19,067
Average E-level 47.0 61.0 -

VWF* investments

Number of family members Number of families
o ] 212
143
260
4 226
175
e ] 86
40
s 14
o] 3
3
n. 2

' The E-level is a score that indicates how energy efficient a building is. The lower the E-level, the more
energy-efficient the building is.

2 Apassive schods a very energgfficient school building that has a comfortable indoor climate in both winter
and summer with minimal energy consumption. By applying passive strategies in a well toatiglesign, the
heat losses and heat gains are in balance.

3 VMSWE Vlaamse Maatschappij voor Sociaalnato(FlemishSocial Housing Association)

4VWVF = Vlaams Worgfonds (Flemish blising Funyl



General

Selection Methodology
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Balanced budget

Non balanced budget

Budgetary expenditures excluded from the financial
balance related to public debt consolidation.

Financing of public agencies
(e.g. social housing)

Financing of PPP’s
(e.g. DBFM schools of tomorrow)

Other expenditures for lending and
holdings
(e.g energy loans)

Budgetary expenditures excluded from the financial
balance related to public debt consolidation.

Financing of public agencies
(e.g. social housing)

Financing of PPP’s

(e.g. DBFM schools of tomorrow)

Other expenditures for lending and
holdings
(e.g. energy loans)

Budgetary expenditures that are included in the
financial balance (e.g. expenditures related to pollution
prevention and control )

The proceeds of the sustainability bond are allocated primarily to Flanders’ expenditures
of the year before issuance (Year X-1) followed by Flanders’ expenditures of the year of
issuance (Year X).

The eligible expenditures are selected depending on Flanders’ budgetary situation:

T

If year X-1 has a balanced budget in ESA (European System of Accounts)
terms, this shows that there are sufficient ESA revenues to finance the ESA
expenditures. Consequently, only ESA expenditures excluded from the
financial balance related to the consolidated public debt are eligible since
projects cannot be financed twice.
If the budget of year X-1 is a non-balanced budget in ESA terms, this

indicates that Flanders received

insufficient revenues to finance the

expenditures which leaves room to partially finance certain expenditures
with debt. Consequently, also expenditures included in the financial
balance related to the consolidated public debt become eligible.
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The expenditures excluded from the financial balance are not considered into the ESA
result of Flanders according to the ESA 2010 rules. These eligible expenditures are for
example expenditures for the financing of public agencies (e.g. social housing), PPP>-
projects (e.g. DBFM¢ schools of tomorrow) and other expenditures for lendings and
holdings (e.g. energy loans). These expenditures are voted by the Parliament.

A dedicated Sustainability Bond committee selects the eligible expenditures and
approves the methodology used for the allocation. For the 2019 allocation, the
committee included members of VMSW (social housing), Agion (Agency for School
Infrastructure), VEA (Flemish Energy Agency) and the department of Finance and Budget.
The composition of the committee may change for future issues.

The following priority has been decided to allocate the proceeds to the different
categories in year X-1:

First category Energy efficiency in buildings Not fully allocated

Pollution prevention and control
(including circular economy)

Not fully allocated

Access to education Not fully allocated

Not fully allocated Affordable housing

Year X

The proceeds of this sustainability bond are allocated to the following three categories
from the framework: Energy Efficiency in Buildings, Access to Education and Affordable
Housing. As in 2018 the budget was balanced, expenditures related to Pollution
prevention and control (including circular economy) were not eligible.

5 PPP = Publierivate Partnerships
8 DBFM = Design, Build, Finance and Maintain
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We attempt to allocate the proceeds of the bond as optimal as possible. Partially
funding a project or transferring small residual amounts to the next year is not
desirable. Therefore, the final projects will potentially be selected based on the amount
of funding versus the residual amount to be allocated.

Allocation
In EUR m Pool of eligible
expenditures

Energy efficiency in buildings 67.54
Access to Education 67.27
Affordable housing 1,045.82
Pollution prevention and control (incl. Circular economy) -
Total 1,180.64

For the allocation of this sustainability bond, the total amount of eligible expenditures
was 1,180.64 million euro. The largest part of this pool consists of the Affordable housing
category (88%), followed by the category Access to education (6%) and Energy efficiency
in buildings (6%). Since 2018 had a balanced budget, expenditures in Pollution
prevention and control (incl. Circular economy) were not eligible.

Pool of eligible expenditures

{as at 31 December 2018)
6%

6%

= Energy efficiency in buildings
Access to education
Affordable housing

88%
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On August 10", 2020, the Sustainability Bond Committee approved the following
effective allocation:

InEUR m Effective dlocation

Access to Education 67.27

Pollution prevention and control (incl. Circular -
economy)

Effective allocation

7%

= Energy efficiency in buildings
= Access to education

= Affordable housing
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Energy efficiency in buildings

Selection Methodology

Fund: /
Energy loans:

Projects that improve the shell of the building and that contribute to the reduction
of energy loss.

1. All kinds of insulation

2. High-efficiency glazing

3. Investments that lead to air-tightening of the building

Projects that provide a building with energy efficient equipment
1. All kinds of economical heating systems
2. Relighting or relamping
3. All kinds of Energy-efficient household appliances

Projects that increase the use of renewable energy in a building
1. Solar panels, solar water heater, heat pump,...
2. Energy storage techniques and management systems.

Flanders excludes the financing of fossil fuels with exception of the measures included
in the legislation.

Since the Fund set up to help “emergency buyers” came into force in 2019, there are
currently no proceeds allocated. These proceeds will become eligible from next year on.

Regarding the financing of Energy loans, Flanders prioritizes projects that improve the
shell of buildings and contribute to the reduction of energy loss. Examples of these
investments are insulation and high-efficiency glazing. Secondly, Flanders looks at
projects that provide buildings with energy efficient equipment, such as economic
heating systems or relighting. Thirdly, Flanders selected projects that increase the use of
renewable energy in a building, such as solar panels, solar water heater, heat pump, etc.
Energy audit is ranked last.

As mentioned in the framework, everybody could benefit from the renovation loan until
the end of 2018, but vulnerable low-income households had priority as reflected in the
applicable interest rate. Vulnerable groups, the so-called “priority group”, currently
benefit from a zero-interest rate.
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Effective allocation

For the sustainability bond issued in April 2019 and the tap in May 2020, 67,543,639 euros
were allocated to the category Energy efficiency in buildings, which is approximately

675

Impact 7

euro




