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The Allied Irish Banks Socially Responsible Investment Bond Framework is recognised and sponsored by:

Dara McKenna
Head of Wholesale Treasury Markets

Brendan Bane
Head of Treasury

Disclaimer

This document is intended to provide non-exhaustive, general information. This document may contain
or incorporate by reference public information not separately reviewed, approved or endorsed by AIB
and accordingly, no representation, warranty or undertaking, express or implied, is made as to, and no
reliance should be placed on, the fairness, accuracy, reasonableness, completeness or correctness of the
information included herein. No responsibility or liability is accepted by AIB as to the fairness, accuracy,
reasonableness, completeness or correctness of such information.

This document may contain statements about future events and expectations that are forward looking
statements. None of the future projections, expectations, estimates or prospects in this document should
be taken as forecasts or promises nor should they be taken as implying any indication, assurance or
guarantee that the assumptions on which such future projections, expectations, estimates, targets or
prospects have been prepared are correct or exhaustive or, in the case of the assumptions, fully stated
in the document. AIB has and undertakes no obligation to update, modify or amend this document, the
statements contained herein to reflect actual changes in assumptions or changes in factors affecting
these statements or to otherwise notify any addressee if any information, opinion, projection, forecast or
estimate set forth herein changes or subsequently becomes inaccurate. No representation, warranty, or
undertaking, express or implied, is given by or on behalf of AIB to the achievement or reasonableness of
any future projections, expectations, estimates, targets or prospects.

This document is not intended to be and should not be construed as providing legal or financial advice. It
does not constitute an offer or invitation to sell or any solicitation of any offer to subscribe for or purchase
or a recommendation regarding any securities, nothing contained herein shall form the basis of any
contract or commitment whatsoever and it has not been approved by any security regulatory authority.

The distribution of this document and of the information it contains may be subject to legal restrictions in
some countries. Persons who might come into possession of it must inquire as to the existence of such
restrictions and comply with them.

The information in this document has not been independently verified.

The addressee is solely liable for any use of the information contained herein and AIB shall not be held
responsible for any damages, direct, indirect or otherwise, arising from the use of this document by the
addressee.

This framework represents current AIB policy and intent, is subject to change and is not intended nor can
be relied on, to create legal relations, rights or obligations.
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1. Introduction

At Allied Irish Banks plc (AIB), we are committed to playing a leadership role in sustainability,
acknowledging the influence financial services institutions can bring to bear in deepening and
embedding this agenda both here in Ireland and further afield. As an established buy-to-hold bond
investor, AIB can promote and support the transition to a more sustainable global economy and
contribute to positive environmental and social change via the sustainable bond market.

The purpose of the Socially Responsible Investment (SRI) Bond Portfolio is to fund domestic, EU
based and international projects aimed at global sustainability, carbon emission reduction, and social
improvement, all under the over-arching themes of Environment, Social, and Governance (ESG).

2. Portfolio Ambition

In order to ensure we maintain a strong presence in the sustainable bond market, and continue to fund
positive impact projects, it is our continued ambition to grow the SRI Portfolio to at least 14% of AIB’s
total Investment Securities in the medium-term (AIB’s total Investment Securities are disclosed in AIB
Group plc’s Annual Financial Report in our Financial Results Centre).
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https://aib.ie/investorrelations/financial-information/results-centre
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3. SRI Portfolio Eligibility Criteria

1. The following bond types are eligible for the SRI Portfolio:
e Green bonds
e Social bonds
e Sustainability bonds
e Sustainability-Linked bonds (SLBs)

2. lIssuers’ Bond Frameworks must align with ICMA Principles/Guidelines and/or the EU Green Bond
Standard (EuGBS) when applicable.

3. Frameworks must have a Second Party Opinion (SPO) as recommended by the ICMA Principles.
e AIB will look favourably upon issuers whose SPO contains a full EU Taxonomy Alignment exercise.

4. While we recognise the limitations that exist in the ESG ratings universe including differing
methodologies and consequent inability to cross-compare ratings, we rely on external ESG ratings
to contribute to our investment decisions. In rank order of priority, our ESG rating requirements for
Banks and Corporates are as follows:

e MSCI rating of BB or better;
e Sustainalytics score below 35;
e [SS rating of D+ or better;

e Should a rating/score not be available from any of the above, ratings/scores from other
environmental agencies may be considered on a case-by-case basis.

e While the convention is that many Sovereigns and SSAs do not have ESG ratings, where ratings
are available, the ratings criteria outlined above will apply.

5. Notwithstanding the minimum ratings required, Banks and Corporates with a rating less than MSCI
BBB, Sustainalytics 30 or ISS C-, will form no more than 10% of the SRI portfolio.

6. AIB has developed a Sustainability Exclusion List (see Exclusions section page 9 for further detail).
Issuers who are deemed to engage in business activities on the Exclusions List will not be considered
for investment.

7. We will confine SLB investments to those with adjustable coupons.

As regulation and best practice evolves in the ESG market, we will continue to review our scoring criteria
and Framework to reflect new developments.

While we will note issuers’ degree of alignment with the EU Taxonomy we believe it is too early to
compel issuers to attain a minimum level of alignment for portfolio eligibility as the related reporting
requirements to the EU Taxonomy are still in their infancy and companies are not yet required to disclose
alignment levels. Our EU Taxonomy alignment criteria will develop as the market evolves.
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4. Pillars of Sustainable Investment

AIB has designed four key Pillars of sustainable investment for our SRI Portfolio, as follows:

| , Reporting

Pillars of Investment

SRI
Engagement

Focuses and Exclusions

Focuses
Use of Proceeds Bonds (UoP Bonds)

UoP bonds enable issuers to raise capital for new and existing green/social/sustainable projects. The
cornerstone of UoP bonds is the utilisation of the bond’s proceeds for eligible projects which should
be appropriately described in the legal documentation of the security. Transparency, disclosure and
reporting are critical to ensure the integrity of UoP bonds and the UoP bond market more generally.

We expect to see the 4 key headings listed below within the issuing framework:
1. Use of Proceeds

2. Process for Project Evaluation and Selection

3. Management of Proceeds

4. Reporting

For the purposes of the SRI Portfolio, we will focus on the project categories listed below, however we
will not necessarily be limited to these categories.
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Positive environmental impact

Renewable Sustainable Pollution Green Energy
Energy Water Prevention & Buildings Efficiency
Management  Control

e Solarenergy  * Sustainable * Reduction of air e Construction of * Energy storage

e Wind energy management of emissions low-emission e District heating,
(on and wastewater e Greenhouse gas buildings smart grids,
off-shore) e Efficient urban and control o Retrofitting of appliances and

e Hydropower rural drainage « Waste prevention, domestic properties  products

e Geothermal o E?(;/r.]r;r;rﬁgg‘;ally- rec?luctlon & re.cycllng ;c:w\t?i?or:rc:wr:ntally

¢ Tidal energy mitigation systems * Soil-remediation friendly

Positive social impact

Social Projects

o Affordable basic infrastructure

e Access to education and healthcare

e Affordable housing

¢ Employment generation

¢ Food security and sustainable food systems

e Socioeconomic advancement and empowerment
e Projects targeting vulnerable groups

Sustainability-Linked Bonds (SLBs)

SLBs are a forward-looking performance-based instrument where the financial and/or structural
characteristics vary depending on whether the issuer achieves predefined Sustainability/ESG objectives.
Issuers are therefore committing explicitly to future improvements in sustainability outcomes within a
predefined timeline. We will look more favourably upon issuers who have at least one environmental
and one social key performance indicators (KPls).

The proceeds of SLBs are intended to be used for general corporate purposes, hence the use of
proceeds is not a determinant in its categorisation.

We expect to see the 5 key headings listed below within the issuing framework:
1. Selection of KPlIs

2. Calibration of Sustainability Performance Targets (SPTs)

3. Bond Characteristics

4. Reporting

5. Verification
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Exclusions

AlIB is committed to embedding sustainability at the core of everything we do. With this in mind, AIB has
developed a Sustainability Exclusion List where a number of sectors considered to be incongruent with our
views of sustainability have been identified for exclusion from investment. In this regard, corporate issuers
whose primary business activities are in the following sectors will be excluded from the SRI Portfolio:

Energy & Climate Action:

e Exploration, extraction and upgrading of sand oil projects
¢ Nuclear power generation
¢ Nuclear waste transportation, decommissioning and/or final disposal of high-level nuclear waste

e Coal or oil fired power generation (other than emergency or stand by oil generation) except
where less than 25% of revenues are generated from this activity and only where there is a plan
to move to sustainable fuels by 2025

e Onshore/offshore exploration, extraction or refining of coal or oil

¢ Natural gas fracking

Animal Welfare:

¢ Producing, processing animal fur
e Support of any type of animal fights for entertainment

e The use of dynamite or poison to the catch marine and fresh water species (including shellfish) in
the wild

Ecosystem Protection:

e Deforestation or the burning of natural ecosystems for the purposes of land clearance;
e Timber from illegal trading or logging operations
e Production or trade in wood or other forestry products other than from sustainably managed forests

Healthcare/Genetic Engineering:

e The development of Genetic Engineering or Genetic Modification on humans

* The development of Genetic Engineering or Genetic Modification on animals for non-medical
purposes

Adult Entertainment:
e Online pornography

Surveillance/Arms Related/Military:

e Anti-personnel landmines/Cluster munitions

e Weapons of Mass Destruction including the production, maintenance or trade of nuclear,
biological, chemical and toxin weapons

¢ Any activity that adversely impacts Human Rights defined by the UN

Excluded sectors will always be determined by the most up to date AIB Group Credit Risk Policy and
therefore the list above is subject to revision.
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Reporting

Transparency, accuracy and integrity of the information disclosed by issuers is of the utmost importance.
Therefore, we require issuers’ reporting to align with the ICMA Principles’ reporting recommendations.
Consistent and comparable ESG reporting will reinforce issuers’ accountability whilst providing the
investor with key information on how funds are being utilised and how organisations are performing
against ESG objectives.

We require the issuing framework to have a Second Party Opinion, as per the ICMA Principles.

We will not include bonds in our SRI portfolio where the issuer does not intend to publish any
information, reports, or impact metrics regarding their sustainable bond issuance.

Use of Proceeds Bonds
Allocation reporting should include:

() The size of the proceeds available for allocation
(i) The total amount of proceeds allocated to the eligible projects
(iii) Details of the projects where feasible

Impact reporting should include:

() Qualitative performance measures regarding projects’ environmental and/or social impacts

(i) Quantitative performance indicators and underlying methodology and/or assumptions, where
feasible

Allocation and impact reporting should be published at least annually until the bond is fully allocated.

Sustainability-Linked Bonds
Reporting should include:
(i) Up-to-date information on the performance of the selected KPI(s) including baselines where
relevant

(i) A verification assurance report relative to the SPT outlining the performance against the SPTs
and the related impact

(iii) Any information enabling investors to monitor the level of ambition of the SPTs

Reporting should be published at least annually and in any case for any date/period relevant for assessing the
SPT performance leading to a potential adjustment of the SLB’s financial and/or structural characteristics.
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SRI Engagement

We will look more favourably upon issuers who actively engage in the world of socially responsible
investment and demonstrate strong environmental, social and governance practices. Engagement
through ESG bond/framework roadshows, one-on-one meetings and conferences is crucial as it helps
us to understand investee ESG strategies, provides an opportunity for investees to increase visibility and
showcase their ESG credentials and enhances the exchange of new ESG-related knowledge in a rapidly
evolving market. Additionally, it also allows us to communicate AIB’s sustainability agenda and SR
Portfolio ambitions to the market.

We will also look favourably upon issuers whose issuing frameworks reference the UN Sustainable
Development Goals (SDGs). The SDGs are a set of 17 goals with 169 targets covering a broad range

of sustainability issues. They are the blueprint to achieve a better and more sustainable future for all.
Investors/investees are in a prime position to contribute to the SDGs through their business activities and
investment decisions.

We endeavour to identify and invest in issuers who in addition to the above, promote the role that global
debt capital markets can play in financing progress towards environmental and social sustainability.

UN Sustainable Development Goals:

NO ZERO GOOD HEALTH
POVERTY HUNGER AND WELL-BEING

s

QUALITY GENDER CLEAN WATER
EDUCATION EQUALITY AND SANITATION

|

1 REDUCED SUSTAINABLE CITIES 1 RESPONSIBLE
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DECENT WORK AND INDUSTRY, INNOVATION
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Living the Sustainable Way

The three domains of social, environmental and governance are intimately linked to the concept of
responsible investment. In this regard, governance is a significant factor in our analysis of a sustainable
bond issuer as it is an indicator of an issuer’s collective conscientiousness for environmental and social
factors. We look favourably upon issuers who not only meet legal obligations but go above and beyond
to invest in human capital, the environment and conduct business activities in socially responsible
manner.

Issuers with strong governance structures and frameworks in place, and who continually strive to
improve and progress in areas such as board diversity, transparency and accountability, audit practices,
executive pay and business ethics will all be looked upon favourably.

Transparent and open communication is consistent with strong internal governance and fosters
confidence in issuers’ actions and processes. We therefore value relationships with issuers who provide
direct access to their ESG research, ESG departments, and are open to dialogue with investors.

Allied Irish Banks, p.l.c. is regulated by the Central Bank of Ireland.
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