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Executive Summary

Green Cargo is a state-owned company that is the largest rail freight
operator in Sweden. In 2022, it transported 20 million tonnes of goods 11.2
billion net tonne-kilometres and served 2,300 destinations in Europe.
Headquartered in Solna, it reported netsales of SEK 4.5 billion, a 60% Swedish
rail freight market share, and around 1,800 employees in 2022. Its freight comes
from sectors such as forestry, steel, metals and mining, chemicals, energy,
construction, automotive, consumer goods, and grocery retail.

This is a second opinion on Green Cargo’s green and sustainability-linked
financing framework. Section 1 includes our assessment of Green Cargo’s
overallsustainability governance, including that of its green financing process.
Section 2 contains our assessment of the green financing framework’s use of
proceeds. Section 3 covers our assessment of the sustainability -linked financing
framework, including the company’s revenues and planned investments.

We give Green Cargo a governance score of Good. Green Cargo has relevant
environmental strategies in the context of Sweden’s ambitious national climate
targets, clear oversight of sustainability topics, stronger supply chain
management practices, some consideration of environmental risks in business
processes, and good awareness and management of social issues as well as
sustainability reporting practices. Areas for potential further improvement
include providing emissions disclosure by Scope, setting its own absolute
emissions reductiontargets, developing quantitative sustainability requirements
for suppliers, using climate scenario analysis in its planning and risk
management processes, and reporting in alignment with the recommendations
of the Taskforce on Climate-Related Financial Disclosures (TCFD).

Green financing framework assessment
Under the green financing framework, Green Cargo plans to finance or
refinance newelectric locomotives and electric locomotive maintenance as
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well as new wagons, carriersand equipment and eco-drivingand driver assistance tools that can support rail freight
energy efficiency improvements. Updates since Green Cargo’s framework published in October 2019 include the additions
of new carriers and wagon equipment that supportlonger, heavier, and higher volume trains as well as driver assistance took.

We rate the framework CICERO Dark Green. This is because Green Cargo plans to primarily finance electric locomotives
and theirmaintenance, which is shaded Dark Green since electrified rail powered by renewables is well-aligned with a low
carbon future. Efficiency measures such as newwagons, carriers, and equipmentand eco-driving and driver assistance took
are also good stepstowards a low carbon future, butstillapply to bothelectric and diesel trains.
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Strengths

Itis astrength that Green Cargo’s investments will support rail freight powered by renewable electricity, whichisa
key pathway for freight transport sector decarbonization. Shiftingto lower emissions electrified rail freight from higher
emissionsroad or air freight is reflected in robust science-based benchmarks such as the IEA net zero scenario.!

We are encouraged by Green Cargo’s approach to locomotive and wagon end of life emphasizing reuse and recycling.
This conserves resources, reduces climateemissions and waste, and is well-aligned with a waste management hierarchy.

Pitfalls

It is a pitfall that some financed energy efficiency measures will be used in diesel trains. While lock in risks are low
because the wagons, carriers, and equipment that are expected to be the main financing focus of this sub-category can be
used with both electric and diesel trains, they will still be associated with ongoing climate emissions.

It is also a pitfall that financed locomotives, wagons, and carriers could potentially be used to transport cargo with
harmful climate and environmental impacts. Framework exclusionsdo not preclude Green Cargo from using financed
locomatives or wagons to transport cargo not aligned with a sustainable future such as fossil fuels or products associated
with significant local pollutionand biodiversity loss from mining.

Sustainability-linked framework assessment

Green Cargo aims to reduce its rail transport Scope 1 and 2 greenhouse gas emissions intensity and improve the energy
efficiency of its electric rail traffic. Strengths, weaknessesand pitfalls of the framework are discussed below, and Table 1 at
the end of this executive summary provides a snapshot of ourassessment of the KPIsand SPTs.

Strengths

Itisastrengththatinits KPI1 and 2 calculations, Green Cargowill use actual rather than estimated data on tonne-
kilometres, energy, and fuel and will not include any offsets, credits, or avoided emissions. This approach provides a
more accurate and comparable measure of its emissions intensity and energy efficiency.

Even as Green Cargo’s business is currently well-aligned with a low-carbon future, SPT 1 and SPT 2 demonstrate
continued complementary ambition on climate and energy. It is positive Green Cargo seeks further emissions and
efficiency improvements beyond already strongbaselines and intends to use both SPTs pending lender approval.

Pitfalls

KPI1 and KPI 2 methodologies do not fully capturethe climate benefits of modal shift to electrified rail freight. KPI
1 and KPI 2 performance may become worse if Green Cargo successfully attracts more container cargo that will likely have
lighter, less dense goods. We encourage Green Cargo to provide contextual reporting on this dynamic.

KPI 1 accounting methodologies may notfully capture climate impacts. KPI 1 excludes Scope 3 emissions and 3% of
Scope 1 and 2 emissions and may overestimate the benefits of renewable energy purchasing via guarantees of origin.

KPI 2 is less material than KPI 1. Although energy efficiency is beneficial, achieving KPI 2 is unlikely to significantly
impactclimate emissions. We therefore encourage Green Cargo to always use KPI 1 together with KP1 2 as planned.

SPT 1 implementation challenges include lock in risks, land use change emissions risks, and reliance on policy
decisions. Diesel engines, hybrid locomotives, and hydrogen from natural gas can create lock in risks, biofuels can create
land use emissions risks, and whether additional rail infrastructure is electrified will depend on policy mandates and resources.

! See Rail subsector report and Net Zero by 2050 from IEA
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Shading of Green Cargo’s revenues and planned investments

Revenue 2022 Planned Investments 2023-2026

m Dark Green  ® Medium Green Light Green Yellow mRed

Of Green Cargo’s 2022 revenues of SEK 4.56 billion, 22% were assigned a Dark Green shade, while 78% were allocated a
Yellow shade. The shadings assigned weigh (1) the cross-cutting climate benefits of transport by renewable electric rail
against (2) the climate and environmental risks associated with specific categories of cargo. Be aware that there may be
Green elements within each Yellow category of revenues, but it is not always possible to specify these further without
additional information about the cargo. Dark Green was assigned to 22% of revenues to recognize the climate benefits of
transport by renewable electric rail for cargo that is expected to have some climate and environmental benefits, such as
certified forestry products and recycled metals. A Yellow shade was assigned to 78% of revenues from electric rail cargo
with some climate and environmental risks or unknown contents, rail services and fossil fuel rail and truck transport that
could have emissionsand lock in risks from use of diesel, as well as state subsidiaries where we do not have enough
information to assign a different shade. Cargo with more substantial climate and environmental risks includes emissions-
intensive products suchascement, steel and chemicals, products with miningimpactssuch as stoneand non-recycled metak,
fossil fuels such as diesel and petrol, products with high deforestation risk like woodchips and biofuels without known
sustainability safeguards, automotive components that could be for internal combustion engine vehicles, electric appliances
with materials sourcing and end of life risks, food products with unknown agricultural practices, and container cargo with
unknown contents.

Of Green Cargo’s SEK 2.1 billion planned investments over the next 36 months, 8 1 %received a Shade of Green, while the
remaining 19% were shaded Yellow. A Dark Green shading was assigned to 63% of planned investments, including new
electric locomotives as well as electric locomotive components and maintenance with emissions and efficiency benefits that
are well-aligned with a low carbon future. Medium Green was assigned to 18% of Green Cargo’s planned investments in
newwagons aswellaswagon maintenanceandequipment, which allow for heavier loadsand greater volumes thatim prove
train energy efficiency. A Yellowshadewasallocated to 19%of Green Cargo’s planned investments in I T, real estate, radio
equipment, and sand refilling infrastructure, which do not explicitly contribute to or hinder the transition to a low carbon
future, aswellas maintenance of diesel locomotives andengines, which avoida Red shading despite association with fossil
fuelemissionsand lockin risk by facilitating near zero emissions electric rail transportin 97% of Green Cargo’s freight by
providing coverage where tracks are not yetelectrified.
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Table 1. Summary of KPl and SPT assessment

Assessmentof KPIs  KPI 1: Rail transportScopel and 2 KPI12: Energy efficiency ofelectricrail traffic
GHG emissions intensity (g COze/tonne- (kWh/tonne-km)
km)

Materiality KPI 1 is materialin termsofaddressing ~ KPI 2 is materialin terms of addressing Green
Green Cargo’s climaterisksandimpacts  Cargo’s climate risks and impacts with caveats
with caveats around its measurement of  around exclusion of non-renewable energy use, and
intensity ratherthanabsolute emissions  assuch should always be used in combination with

and incomplete emissions coverage KPI 1 asplanned

Strategic significance  Kp| 1 is of strategic significance KPI 2 is of strategic significance

Methodology KPI 1 methodology is robust and KPI 2 methodology is robust and transparentwith
transparent with caveats around its caveatsaround its potential to be influenced by

potential to be influenced by cargo density cargo densitytrends
trendsand theuse of market-based Scope
2 emissions accounting

Assessmentof SPTs  SPT 1: Reduce rail transportScopel  SPT 2: Improve energy efficiency of electric rail
and 2 GHG emissionsintensity to 1.50g trafficto 0.030 kWh/tonne-km by 2030from a
COze/tonne-km by 2030 froma 2022 2022 baselineof 0.036
baseline of 2.28

Own past performance Ambition is lower than past performance  Ambition exceeds own past performance
based onthe historical data available with
caveatsaround cargo density trends

Peers Ambition is lowerthan European state- ~ Ambition is difficult to compare with European
owned rail freight operator peers with state-owned rail freight operator peers with absolute
some exceptions, with caveats around energy targets, but higher than peers withoutenergy
peers’ much higherbaselines targets

Scienc&_a—based Ambition is likely aligned with 2°C Ambition is not possible to assess

scenariosor scenarios, with caveats around tonne-

internationaltargets kilometre growth rates and emissions
coverage

CICERO Shades of Green has not reviewed the degree to which the variation in the financial characteristics is commensurate and meaningful. Investors are
encouraged to review the term sheets in detail and conduct their own assessment of the financial characteristics of the SLBs.
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1 Green Cargo’s environmental management

Company Description

Green Cargo is the largest rail freight operator in Sweden. Itis a limited liability company wholly owned by the
Swedish state and administered by the Department of State-Owned Enterprises at the Ministry of Enterprise and
Innovation. Headquartered in Solna, Green Cargo serves around 300 destinations in Norway, Sweden, and
Denmark and, with partners, 2,000 in the rest of Europe.

In 2022, thecompany transported 20 million tonnes of goods for a total of 11.2 billion nettonne-kilometres.? That
year, the company had an approximately 60% share of rail freight in Sweden, net sales of SEK 4.5 billion, and
around 1,800 employees. Its freight includes cargo from sectors such as forestry and paper, steel, metak and
mining, chemicals, energy, constructionand engineering, automotive, consumer goods, and grocery retail.

Green Cargo is updatingits original green financing framework published in October 2019, aswellas publishing
a new sustainability-linked financing framework. As of Q4 2022, the outstanding amount of green financing under
that framework was EUR 25 million.

Governance Assessment

Green Cargo’s climate and environmental strategy includes relevant emissions intensity and energy efficiency
goals based onits materiality analysis and clear implementation steps to achieve them. As a state-owned company,
it also operates in the context of Sweden’s ambitious national climate targets to achieve net zero by 2045. At the
same time, while Green Cargo reports onits climateemissions, it does notyetprovidea full breakdown by Scopes
1,2,and 3. It hasnot developed an absolute emissions reduction goal for its own operations and value chain and
doesnot have a robust climate adaptationand resilience approach beyond extreme weather preparedness.

Green Cargo has developed clear reporting structures for environmental and social issues, including final
responsibility for oversight of these topics by its CEO. We are encouraged that sustainability performance is
considered in senior management performance reviews, though notincentive structures.

Since the previous framework, Green Cargo has strengthened its supply chain management by developinga code
of conduct with qualitative requirements, a managementsystem including someauditing, and regular collaboration
with strategic suppliers. We are encouraged by these developments while seeing opportunities for further
improvement in areas such as establishing quantitative supplier requirements or goals and considering lifecycle
impacts in supplier selection processes.

Green Cargo hastaken stepsto include climate and environmental risks in business processes, including through
its 1SO 14001 certification, distribution of responsibility for these issues across relevant departments, and
consideration of climateand energy targetsin decision making processes. At thesame time, the company does not
currently use climate scenario analysis in its planning and risk management processes or fully consider climate
transitionrisks in customer selectionor climate adaptationin project evaluation.

Green Cargo demonstrates good awareness of social issues and has taken steps to mitigate potential concems. It
has included social risks in its materiality analysis, developed internal and supplier codes of conduct covering

2 The issuer defines tonne-kilometre as the same as net tonne-kilometre, which is one tonne of goods transported a distance of one kilometre.
Accordingly, ten tonnes of goods transported 100 kilometres corresponds to 1,000 net tonne-kilometres.
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socialissuesand referencing nationaland international standards, established targets related to safety and gender
equality, and undertaken healthand safety as wellas code of conduct trainings.

Itis positive that Green Cargo reports on sustainability performance, targets and policies, and future plans in
alignment with Global Reporting Initiative (GRI) guidance. However, it does not currently report based on the
recommendations of the Taskforce on Climate-Related Financial Disclosures (TCFD).

In terms of green financing project selection, Green Cargo has

established clear processes with environmental competenceand veto ﬂ
power, as well as qualitative consideration of broader sustainability

issues. However, more ambitious selection criteria, suchas lifecycle

analysis, are not currently included. Green Cargo has committed to

annual public reporting on its green finance allocation and impacts (o)

including relevant disclosures and metrics and third-party C
verification, which is positive.

The overallassessment of Green Cargo’s governance structure and processes gives it a rating of Good.

Sector Risk Exposure

Physical climate risks. For the Nordics, the most severe physical impacts will likely be increased flooding and
more frequent stormsand extreme weather. Developing rail infrastructure with climate resilience in mindis critical,
aswell asevaluatingand mitigating the physical climate risks of existing infrastructure, considering that climate
change poses a direct risk of damage to assets and may cause service disruptions.

Transitionrisks. Due to the profound changes needed to limit globalwarmingto well-below 2°C, transition risk
affects all sectors. The Swedish government expects its state-owned companies to be at the forefront of
sustainability and climate issues. Consequently, Green Cargo is exposed to stricter policies asSweden strengthens
its national climate and environmental ambitions. Sweden is targeting climate neutrality by 2045, which includes
the transition towards sustainable transport. The remaining use of some diesel trains and embodied emissions of
infrastructure and railway equipment are a notable transition risks for companies like Green Cargo. Rail freight
companiesmay alsoface transition risks from their customers’ exposureto stricter climate policies, reduced access
to capital, or consumer behaviour changes. Clients in higher emitting sectors such as mining, chemicals, and
constructionare particularly atrisk.

Environmental risks. While railway services have significant environmental benefits, the construction of
supportive infrastructure may cause air, water, and noise pollution, deforestation, and destruction of wetlands.
Linear infrastructure that companies like Green Cargo require to operate may also impact wildlife due to habitat
fragmentation, disruption of movement, and collision risks. Rail accidents may cause spills of materials that can
impactenvironmental quality. The supply chains for infrastructure construction andrail equipment, as well as the
value chains of thefreight transported, can also create local pollution and biodiversity impacts.

Social risks. Akey social risk for companies like Green Cargo is workerand community healthand safety
duringrail operations. Human rights and workers’ rights should also be protectedacross value chains and
operations.

‘Second Opinion’ on Green Cargo’s Sustainable Finance Framework 7
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Environmental strategies and policies

As part of its Maltavlan, or sustainability scorecard, Green Cargo discloses its Scopes 1 and 2 emissions intensity
in g CO.e per tonne-kilometre. It follows the Greenhouse Gas Protocol guidance using market-based Scope 2
emissions calculations. Green Cargo notes that its Scopes 1 and 2 emissions are primarily from its diesel
locomotives, which it plans to phase outby 2030 through electrificationand use of biofuels.

By 2030, Green Cargo targets an emissions intensity of 1.5 g CO.e per tonne-kilometre from a 2022 baseline of
2.28. This would continue the company’s downward trend in this metric since 2020 levels of 2.57. Green Cargo
attributes this progress to higher volumes and train utilization rates post-pandemic and use of customized terminal
trains that reduced diesel use. To achieve further improvements, the company plansto improve traffic planning
efficiency, pursue a fleet strategy thatwill allow for heavier, longer trains that are more efficient, and offer fossil
free fuelalternatives to customers, such as EU Renewable Energy Directive-compliant biofuels.

The company reports its absolute emissions, which were 27,596 tonnes COze in 2022, representing a declining
trend from 2018. It does notcurrently providea breakdown by Scopes 1, 2, and 3; this is planned for 2023 reporting.
Accordingto Green Cargo, the main source of its Scope 3 emissions that represent 14% of its total carbon footprint
is third party truck transport suppliers, who still largely rely on fossil fuels. The company is in dialogue with truck
suppliers to encourage themto transitionto electric vehicles when it is economically feasible. Green Cargo does
not have an absolute emissions reduction target.

As a state-owned company, Green Cargo operates in the context of Sweden’s national goalof achievingnet zero
climate emissions by 2045, with a sub-target of reducing domestic transportation emissions by 70% by 2030
compared to a 2010 baseline.® To achieve these national targets, Sweden’s long-term climate strategy and Green
Cargo’s business Strategy encouragea modal shift to rail freight to avoid where possible more emissions-intensive
cargo transport optionssuchas air or road freight.* This prioritization of modal shift from freightto rail is reflected
in climate emissions reduction pathways, such as the IEA Net Zero by 2050 scenario.® Therefore, Green Cargo
anticipatesthatits absoluteemissions may increasein order to achieve broader national and global climate targets.

As of 2022, over 97% of Green Cargo’s freight on a tonne-kilometre basis was transported by its electric trains,
while its diesel trains and road freight accounted for less than 2% each. The company does not operate its own
road freight vehicles but does partner with road transport suppliers, such as by encouragingthem to become Fair
Transport® certified, and monitors and reports on these Scope 3 emissions.

According to Green Cargo, around 99% of the company’s energy consumption is from its railway traffic. The
Swedish Transport Administration purchases and distributes electricity to all Swedish rail operators, including
Green Cargo, and usesguarantees of origin (GoO) for renewable energy procurement. Green Cargo plansto begin
reportingon its absolute energy use in its 2023 sustainability reporting. 1ts main energy target isto achieve 0.030
kWh electricity use per tonne-kilometre for its electric rail operation from a 2022 baseline of 0.036. Cunent
performanceisa slight improvement from 2018 and 2019 levels of 0.037.

Since the previous framework, Green Cargo has developed internal and supplier codes of conduct covering
business ethics, human rights, climate and the environment, non-discrimination, workers’ rights, and health and
safety. These policies draw on Sweden’s 2017 state ownership policy, the United Nations Global Compact
(UNGC), and other UN, OECD, and International Labour Organization (ILO) standards. Green Cargo has

% See Sweden's climate policy framework

4 See Sweden’s long-term strateqy for reducing greenhouse gas emissions
% See Net Zero by 2050

® See Fair Transport
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implemented internal training on its code of conductand continues to maintain whistle-blower mechanisms to
allowreportingof any potential violations.

Based on its supplier code of conduct, Green Cargo now sets qualitative sustainability requirements for its
suppliers, performs screenings and audits to verify compliance, and follows up to ensure corrective measures are

taken on anydeviations. The company hasalso initiated a collaboration model for more frequent and systematic
engagement with strategic suppliers.

In terms of physical climate risk management, Green Cargo works with infrastructure managers, regulators and
otherplayersin therail sector to improve preparedness for and prevention of disturbances due to extreme weather.
It does not currently report based on the guidance of the Taskforce on Climate-Related Financial Disclosures
(TCFD) or use climate scenario analysis in its planningand risk management processes.

Green Cargo is 1SO 14001 certified, and it reports in alignmentwith Global Reporting Initiative (GRI) guidance.

‘Second Opinion’ on Green Cargo’s Sustainable Finance Framework 9
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2 Green Cargo’s Green Financing Framework

Description of Green Cargo’s green financing framework
Based on this review, this framework is foundto be aligned with the Green Bond Principles andthe Green Loan
Principles. For details on the issuer’s framework, pleaserefer to the sustainable finance framework dated 2023.

Use of proceeds

For a description of the framework’s use of proceeds criteria, and an assessmentof the categories’ environmental
impacts and risks, please refer to Shading of eligible projects under Green Cargo’s green financing framework
below.

Selection

Green Cargo has established an Investment Council to assess projects and assets for eligibility under the framework
aswell as discuss broader effects on theenvironment, safety, and other social aspects. Chaired by the CEO, other
members of the council includethe CFO, the Director of Sustainability and Communications, Legal Counsel, Head
of Purchasing, Head of Treasury, andthe Controller. The Director of Sustainability and Communications has veto
power over decisions on what investments meet framework criteria, while the Green Cargo board of directors make
finalinvestment decisions or delegate that responsibility to the CEO.

Management of proceeds

Green finance proceeds aretracked by theissuer usinga register of eligible and selected investments corresponding
to financing raised and outstanding. The register is maintained and monitored by Green Cargo’s treasury
departmentandoverseen by its controller. IT green debt exceeds thevalue of eligible assets and projects, funds will
be allocated to bank accounts or managed in accordance with Green Cargo’s normal short-term liquidity
management. None of these funds will be invested in fossil fuel-related assets or other investments excluded under
the framework.

Reporting

Green Cargo’s treasury department will publish anannual green financing investor report coveringallocation and
impacton its website aslongas it has green financing outstanding. Reporting will be on a portfolio basis usingan
aggregated approach, aligning on a best-effort basis with the ICMA Handbook — Harmonized Framework for
Impact Reporting issued in 2021. In some cases, Green Cargo may report green finance allocation and impacts
directly and non-publicly to lenders and counterparts; green assets will not be financed by multiple green
instruments at the same time. Green Cargo’s third-party auditor will verify allocation and impact reporting.

Allocation reporting will cover green instruments outstanding, amounts invested, share of new financing vs.
refinancing, and the balance of any unallocated proceeds. Impact reporting will include descriptions of eligible
green assets, a breakdown by green project category, and environmental impact metrics. For fossil-free transport
solutions, thiswill include grams CO.e/tonne-kilometre and tonnes COe avoided annually relative to diesel trains
or alternative transportation. Energy efficient transportation solution metrics will be kwWh/tonne-kilometre for
electric rail traffic. Where possible, Green Cargo will use primary data, but provide estimates if needed and disclose
methodologies and assumptions.

Previous green financing reporting under Green Cargo’s October 2019 framework included allocation amountsby
project category on a quarterly basis, whether funds were committed vs. used in a revolving credit facility (RCF)
dedicated to green financing, and impact indicators including grams CO.e/tonne-kilometre and kWh/tonne-

‘Second Opinion’ on Green Cargo’s Sustainable Finance Framework 10
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kilometre for electric rail traffic. No third-party review was undertaken for reporting related to the green loans

previously issued.

Shading of eligible projects under Green Cargo’s green financing framework

The eligible projects under Green Cargo’s sustainable finance framework are shaded based ontheir environmental
impacts andrisks, based onthe “Shades of Green” methodology.

e Netproceedswillbe used for both financing or refinancing eligible investmentsand projects in Sweden,
Norway, or Denmark. Green Cargo expectsaround 80% of proceeds to go to new financingand 20% to
refinancing. Green Cargo will only allocate funds to tangible assets without age restriction as well as

OPEX with a lookback period ofthreeyears.

e Green Cargo expectsto allocate green financing primarily to new locomotives, followed by new wagons.
Under the previous October 2019 framework, 100% of net proceeds were allocated to new electric

locomotives.

e Exclusionsinclude projects for which the purpose is fossil energy production, nuclear energy generation,
weapons and defence, and potentially environmentally harmful resource extraction (such as rare-earth
elements or fossil fuels). Accordingto Green Cargo, theseexclusions do not cover the possible transport
of related materials such as fossil fuels, weapons, or rare earth elements by financed locomotives or

wagons.
Category Eligible project types Green Shadingand considerations
Fossil-free New electric locomotives;to create Dark Green

transportation more efficient logistics solutions and
solutions increasedenergy efficiency.

Investments in, and maintenance of
existing electric locomotives.

v" Modal shift to electrified rail freight is an important

contributionto a low carbonfuture and playsa role in
achieving the IEA Net Zero Scenario.” On average in
the EU-27, the greenhouse gas emissions intensity for
rail freight is around 1/5 of road freight transport and
1/50 of air freight.® The difference may be even greater
in countries with highly electrified rail networks such
as Sweden. Itisalso positivethat Green Cargo sources
renewable electricity.

New electric locomotives create opportunities for
more energy efficient logistics solutions, especially in
heavier transport arrangements. Increasing traction to
allowforlongerand heavier trains improves efficiency
because overall, less energy is spent compared to
drivinga greater number of lighter trains.

Electric locomotive fleets like Green Cargo’s require
maintenance investments. We are encouraged that
careful consideration is given to reuseand recycling of
locomotives and their parts, such as electronics and
steel. Scrapping processes are undertaken in Sweden,

’ See Rail subsector report from IEA

8 See Rail and waterborne — best for low-carbon motorised transport from EEA
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which has a robust regulatory framework to manage
potential local pollution and social risks.

Note that new electric locomotives will not necessarily
replace diesel locomotivesona 1:1 basis, as the latter
are still needed wheretrack is not electrified.

While there are currently no specific sustainability
criteria used in locomotive sourcing (or wagon
sourcing mentioned in the category below), Green
Cargo informs us it will develop a procurement
approach going forward. While these embodied
emissions are relatively small according to the issuer,
we encourage Green Cargo to mitigate them where
possible.

Energy-efficientNew wagons, carriersand wagon
transportation equipment;increasingthe weight
solutions and/orvolume pertrain meterand

reducingnoise and wear on wheels.

Eco-drivingandautomatic driver
assistance; toachieve increased
energy efficiency.

Medium Green
v' Wagons, carriers, and equipment that can load more

weight orvolume pertrain meter have positive energy
efficiency benefits.

Eco-driving and automatic driver assistance can ako
reduce energy use. According to Green Cargo, these
approaches that consider train weight, breaking rate,
and topography can reduce electricity use by around
15-20%. Green Cargo informs us it provides training
modules for its driversin eco-drivingand is exploring
automatic driver assistance system options.

Be aware that the wagons, carriers, and equipment as
well as eco-driving and automatic driver assistance
will be used with both electric and diesel locomotives,
the latter of which are associated with fossil fuel use
and climate emissions. However, lock in risks are low
because wagons, carriers, and equipment and driving
tools can be used with both diesel and electric
locomotives. Diesel trains are primarily used for
shunting and where the railway is not electrified and
account foraround 2% of Green Cargo’s transport.
Itis positive that accordingto Green Cargo, at end of
life, wagon, carrier, and equipment steel is scrapped,
melted down, and reused. The issuer informs us that
this process is undertaken in Sweden, which has a
robust regulatory framework to manage potential local
pollution andsocial risks.

Accordingto the issuer, Green Cargo’s wagons are not
specific to any particular type of cargo; wagons
specialized for cargo that may have greater climate and
environmental risks or benefits are rented or belong to
customersandarenotincluded under the framework.

Table 1. Eligible project categories
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3 Green Cargo’s Sustainability-Linked
Financing Framework

According to CICERO Shades of Green’s methodology for sustainability-linked financing frameworks, a Shade
of Green should be allocated to the issuer’s revenue and planned investment streams. The shadings provide
additional contextaround the issuer’s business model and strategy and reflectalignment of the underlying activities
towardsa low carbon and climate resilient future, while taking into account governance issues. (See “ Termsand
methodology” for further details).

In this section we also assessthe KPIsand SPTsin Green Cargo’s sustainability-linked financing framework, in
accordance with the Sustainability-Linked Bond Principles (SLBP) and Sustainability-Linked Loan Principles
(SLLP). Accordingto the SLBP and SLLP, the KPIs should be relevant, core and materialto the issuer’s overall
business, and of high strategic significance to the issuer’s currentand/ or future operations. The SLBP and SLLP
further recommend that three benchmarking approaches are considered during the target-setting exercise, which
inform our assessment of the SPTs. We also include some comments on methodology choices including
benchmarks and baselines, as wellas comments on financial characteristics, reportingand verification.

Green Cargo’s revenues
Of Green Cargo’s 2022 revenues of SEK 4.56 billion, 22% were assigned a Green shade, while 78% wereallocated
a Yellow shade.

Revenue 2022

m Dark Green  ® Medium Green Light Green Yellow mRed
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Our analysis is based ona breakdown by cargo descriptions provided by Green Cargo. Theshadingis determined
by the climate benefits of Green Cargo’s electrified rail as a Dark Green solution and the end use of the cargo and
climate risks in its production where relevant. While in practice mostrail freight will be transported by both electric
rail and diesel rail where track is not electrified, we have prorated revenue data on a tonne-kilometre basis to
account forthe around 2% of Green Cargo’s transport by diesel train. Be aware thatthere may be different shades
including Green elements within each category of revenues, but it is not always possible to specify these further
without additional information about the cargo. Note that Green Cargo does not currently screen its freight for
climate risks and may face legal restrictions againstdoing so due to potential anti-competitive effectsfrom its high
market share and state ownership structure. It also does not typically knowthe contents of intermodal containers
that it transports.

Dark Green is assigned to 22% of revenues from a prorated share of cargo transported by electric rail that is
expectedto havesome climate or environmental benefits. This includes paper, pulp, and timber are certified under
FSC or PEFC criteria for more sustainable forestry practices as wellas recycled copperand steel scrap that avoid
additional resource extraction and associated climate emissions.

A Yellowshade isassignedto 78%of revenues from (1) a prorated share of cargo transported by electric rail that
is expectedto havesome climate and environmental risks or where contents are unknown, (2) truck transport or a
prorated share of diesel rail transport, and (3) revenues for which thereis not enough information.

Despite the benefits of transport by low carbon electrified rail, this first Yellow category reflects a conservative
approach, recognizing the likelihood that these cargoes directly result from or will contribute to activities with
varying degrees of climate emissions and environmental risks:

e Construction products including cement, lime, and stone. Cement production is emissions intensive, while
stone isassociated with mining risks.

e Automotive components and vehicles where fuel type is unknown. While electric or hybrid cars coukl
receive a Green shading, without further information, these may be internal combustion engines with
associated fossil fuel emissions risks.

¢ Railway materials including steel tracks, cement slippers, and stone. Steel and cement production are
emissions intensive, while stoneis associated with mining risks.

e Chemical products including diesel, petrol, and glue. Fossil fuel products such asdiesel and petrol are
associated with high emissions during combustion, and other chemicals are often emissions intensive to
manufacture.

e Woodchips and biofuels where sustainability sourcing is unknown. Without sufficient safeguards,
biofuels have high direct andindirect land use change emissions and biodiversity risks.

e Steeland non-recycled metal products such as copper. These require emissions-intensive processes as
well as mining of initial materials, which can have localenvironmentalimpacts.

e Electricalappliances such aswashing machinesand refrigerators with embodied emissions in materiaks
and endof life concerns.

e Non-perishable food where production sustainability is unknown. Absent confirmation of sustainable
agricultural practices, food products can be linked to climate emissions, biodiversity loss, and local
pollution risks.

e Container cargo where contentsare unknownand could be anything from food to cars, waste, or clothes.
Without additional information, we cannot assign a Greenshading.

In the second category, a Yellowshading has been assigned to revenues from rail services provided to other rail
companies, a prorated share of diesel rail transport, and fossil fuel truck transport of unknown container cargo.
Railservices such as shuntingorrenting locomotives may include diesel locomotives and transport by diesel rail
and truck involves fossil fuel use, creating associated emissions and lock in risks. Around 5% of truck transport
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uses solely HVO biofuel compliant with EU Renewable Energy Directive standards, which provide sufficient
safeguardsagainst directand indirectland use change emission risks from biofuel feedstock sourcing to make this

a Medium Green transport solution. However, because cargo contents are unknown, and without additional
information, we cannotassign a Green shading.

There is insufficient information about state subsidiary revenues, part of the third Yellow category, to assign a
differentshade.

Green Cargo’s planned investments

Of Green Cargo’s SEK 2.1 billion planned investments over the next 36 months, 81% received a Shade of
Green, while the remaining 19% were shaded Yellow.

Planned Investments 2023-2026

m Dark Green  ® Medium Green Light Green Yellow mRed

The 81% of Green Cargo’s planned investments that received a Shade of Green are well-aligned with its green
financing framework described in detail above. See “Shading of eligible projects under Green Cargo’s green
financing framework” for complete shading considerations.

A Dark Greenshadewasassignedto 63%of Green Cargo’s planned investments in new electric locomotives as
well aselectric locomotive components and maintenance. New electric locomotives are expected to have energy
efficiency benefits by allowing for longer and heavier trains in addition to continued climate benefits from

electrified freight transport powered by renewables, making these investments well-aligned with a low carbon
future.

Medium Green was assigned to 18% of Green Cargo’s planned investments in new wagons aswell as wagon

maintenance and equipment. These are good steps towards a low carbon future asthey are expected to allow for
heavierloadsand greater volumes that improve train energy efficiency.
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A Yellowshade wasallocated to 19% of Green Cargo’s planned investments in I T, realestate, radio equipment,
sand refilling infrastructure, and maintenance of diesel locomotives and engines. I T with no sustainability focus,
real estate with no green building characteristics, radio equipment updates, and sand refilling for breaking and
traction do not explicitly contribute to or hinder the transition to a low carbon future. While diesel locomotives
facilitate near zero emissionselectric rail transport in 97% of Green Cargo’s freight by providing coverage where
tracksarenot yet electrified, they are associated with continued fossil fuel use and have associated emissions and
lock in risks.

Description of sustainability-linked financing framework

Based on this review, this framework is found to be aligned with the Sustainability-Linked Bond Principles and
Sustainability-Linked Loan Principles. For full details on theissuer’s framework, please refer to the sustainability-
linked financing framework dated 2023.

Selection of key performance indicators (KPIs)

Summary information about Green Cargo’s KPIs is provided below:
v' KPI 1: Railtransport Scope 1 and 2 GHG emissions intensity (g CO2e/tonne-km)
v" KPI 2: Energy efficiency of electric rail traffic (kWh/tonne-km)

Calibration of sustainability performance targets (SPTs)
Green Cargo has identified the following SPTs:
v" SPT 1: Reduce railtransport Scope 1 and 2 GHG emissions intensity to 1.50 g CO.e/tonne-km by 2030
from a 2022 baseline of 2.28.
v' SPT 2: Improve energy efficiency of electric rail traffic to 0.030 kWh/tonne-km by 2030 from a 2022
baseline of 0.036.

Accordingto Green Cargo, it does not have a specific level of investment or planforwhen reductions will occur
between 2022 and 2030 but expects stepwise rather than linear declines as initiatives are implemented. It expects
achievingthese goals to become increasingly difficult given high current performance levels. The issuer informs
us that Green Cargo will develop annual sub-targets, but these will be agreed to with each lender rather than
included in the framework. According to Green Cargo, 2022 is a representative baseline in that its net tonne-
kilometres havebeen relatively steady over the past few years even during the pandemic because freight operators
experienced less significantdeclines in customers than passenger rail.

For a discussion of the SPTs’ ambition level and Green Cargo’s strategy to achieve them, please refer to
Assessmentof SPT 1 and Assessment of SPT 2 below.

Financial Characteristics

Green Cargo plansto always use both of Green Cargo’s KPIs/SPTs in sustainability-linked financing instruments
issued underthe framework as longasthisis approved by lenders. The issuerinforms us that if both KP1s/SPTs
are included as intended, they will be weighted equally. This will be specified in financial instrument
documentation. The framework notes a target observation date (TOD), end of year 2030, on which the company’s
performanceonthe KPIswillbe compared againstthe SPTs. Should the company fail to report, verify, and achieve
the specified SPTs, a trigger event will occur, leadingto the introduction of a financial effect via the adjustment
mechanism. This may be variation of the loan margin, couponstep-ups, oran increased redemption price of bonds
and will be specified in financial instrument documentation. Accordingto the issuer, the size of the penalty will
followstandards for loans in the Nordic market or be aligned with the SLBP and market expectations at thetime
of issuance. Ifanyrecalculations or adjustments are needed, Green Cargo will work with SPO providers to review
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and auditors to confirm updates if required. The issuer has not defined what percentage change to the baselines
would trigger a recalculation.

CICERO Shades of Green has not reviewed to what degree the variation in the financial characteristics of the
sustainability-linked financing framework is commensurate and meaningful. Investors are encouraged to review
the terms sheets in detail and conduct their own assessment of the financial characteristics.

Reportin

Gre%n CSrgo’s treasury department will report on KPI performance relative to the SPTs annually in its
sustainability report or in a separate progress report published on its website. Green Cargo will secure limited
assurance of KPI performance from auditors. Green Cargo informs us thatit is most likely to issue loansunder the
framework, andthereforetherewould not be public information on annual targets set for these loans, but if bonds
are issued, public disclosures on target performance and any penalties would be provided. Green Cargo may
additionally reportdirectly and non-publicly to lenders or counterpartsin cases where sustainability -linked finance
instruments other thanbonds are outstanding.

Reporting will include details on calculation methodologies and baselines, information about potential
recalculationsof baselines, any relevantupdatesto the company’s sustainability strategy or governance,anda list
of sustainability-linked finance instruments outstanding. Where possible, the reporting will incorporate
explanations of the main factors contributing to KPI performance, illustrations of the positive sustainability
impacts of performance improvements, and updates on new or proposed regulations relevant to the KPIs and SPTs.

Verification

Green Cargo will undertake annual third-party verification of the performance level of each KPI relative to the
SPTs. External reviewers such asauditors orenvironmental consultants will haverelevant expertise.

Assessment of KPI 1: Rail transport Scope 1 and 2 GHG emissions intensity (g COze/tonne-km)

Aspect CICERO Shades of Green Comments

Materiality KPI1 is materialin terms of addressing Green Cargo’s climate risks and impacts
with caveatsaround its measurement of intensity rather than absoluteemissions
and incomplete emissions coverage

v Reducing Green Cargo’s emissions intensity is relevant to limiting both the
company’s climate transition risk exposureand contributions. At the same time, an
intensity measurement does not capture ultimate climate impacts in terms of
whether absolute emissions are increasing or decreasing. While we recognize that
Green Cargo aims to support modal shift to rail freight to reduce societal emissions
overallin waysthatmay increase its near-term absoluteemissions and is therefore
focusedon intensity measures, we encourage the companyto continue to report on
absolute emissions as well fora more complete picture of climate risks and
impacts.

v" KPI 1 numerator measurements will cover around 83.4% of Green Cargo’s total
greenhouse gasemissions based on 2022 footprintdata. This isbecause it only
covers Scopeland?2 emissions from railtransport (97% of total Scope 1 and Scope
2) and excludes all Scope 3 emissions, primarily from diesel truck transport (14%
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of totalemissions). The KPI could be strengthened by covering all Green Cargo’s
greenhouse gas emissions.

Itis positive that climate impact is a priority in Green Cargo’s own materiality
assessment, which included internal assessments and external stakeholder input, as
well asa top issue identified for therail freight sector in external standards suchas
ENCORE and SASB.

Strategic
Significance

KPI 1 isof strategic significance

v

Reducingclimate emissions intensity is aligned with Green Cargo’s business and
sustainability strategy to be customers’ sustainable logistics partner that creates
climate-smart transportation solutions while achieving Sweden’s national climate
goals.

A focus on this KPI will likely influence Green Cargo’s actions and investment
decisionsto reduce emissions in its rail transport, such as choosing more efficient
dieselor hybrid locomotives, transitioning to lower emissions fuels, reducing
unnecessarytrips where trackis not electrified, and working with the Swedish
Transportation Administration to electrify additional areas.

Methodology

KPI1 1 methodology is robustand transparent with caveats around its potential to
be influenced by cargo density trends and the use of market-based Scope 2
emissionsaccounting

v

Green Cargo’s KPI 1 numerator measurementof Scopes 1 and 2 greenhousegas
emissions from railtransport in tonnes CO¢ is clearly definedand based onthe
GHGP, which is a robust external standard. It is positive that KPI 1 measurements
coverall Green Cargo’s rail operations and geographies, use actual rather than
estimated data on tonne-kilometres, energy, and fuel for greateraccuracy, and will
not include any offsets, credits, oravoided emissions.

The intensity approach used in KPI 1 does notcapture whether absoluteclimate
emissions for Green Cargo or the Swedish freighttransport sector may be
increasingordecreasing. This is especially challenging in the contextof Green
Cargo’s goalto encourage a modal shift to lower emissions rail freight from higher
emission airorroad alternatives. If Green Cargo achieves thisaim, it will transport
more of what are likely to be lighterand less dense goods. Ifso, KPI 1 emissions
intensity will rise and indicate worse performance despite what mightbe anoverall
climate benefit. Itisa pitfallthat KPI 1 performance cannot capture this dynamic,
and investors will not necessarily be able to evaluate ultimate climateimpacts or
benefits. Where possible, we encourage Green Cargo to provide contextual
reportingon societal freight transportation trends and howany changes in its cargo
weight that may be the result of modal shift are impacting KP1 1 performance.

Green Cargo has selected a market-based rather than location-based Scope 2
emissions calculation approach. Market-based approaches give credit for renewable
energy purchasing through mechanisms suchas guarantees of origin that donot
necessarily ensureadditional renewable energy capacity and reduced emissions.®

® See Renewable energy certificates threaten the integrity of corporate science-based targets
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Guarantees of origin are therefore less preferred from a climate perspective
compared on-site renewable energy generation or power purchaseagreements
(PPA) that help new renewable energy production projects secureaccess to finance.
We encourage Green Cargo to provide location-based aswellas market-based
Scope 2 disclosures for transparency and work with the Swedish Transportation
Administration ensure any renewable energy purchasing is high quality to achieve
intended climate benefits ofachieving SPT 1.

Assessment of SPT 1. Reduce rail transport Scope 1 and 2 GHG emissions intensity to 1.50 g
CO.e/tonne-km by 2030

Benchmark

CICERO Shades of Green Comments

Own performance

Ambitionis lower than past performance based on the historical data available
with caveats around cargo density trends

v

Green Cargo reported greaterdeclinesin KPI 1 in 2021 and 2022 comparedto the
average annual linear reduction associated with achieving SPT 1 between 2022 and
2030.

KPI 1 declined by 5.8% on a year-over-year basis in both 2020-2021and 2021-
2022, droppingfrom 2.57 g CO.e/tonne-km in 2020 to 2.28 in 2022. Green Cargo
attributes this to moreefficientplanning that avoided unnecessary dieseltrain use.

If Green Cargo achieved SPT 1, KPI 1 would decline by 4.3% onanaverage annual
linear reduction basis, ora reduction 0f 34.2% in total between 2022-2030. The
issuer informsus it expects reductions to be stepwise rather than linear as specific
initiatives are implemented through 2030.

Accordingto Green Cargo, KPI 1 reductions to achieve SPT 1 will be more
difficult to achieve going forward due to therise of intermodal container shipping
with less dense cargo, which impactsthe tonne-kilometre denominator of KPI 1. If
thisis the case, SPT 1 may be more ambitious than historical performance, butthis
is not guaranteed. We encourage Green Cargo to provide transparency about this
effect in its sustainability-linked financing reporting.

Peers

Ambitionislower than European state-owned rail freight operator peerswith
some exceptions, with caveats around peers’ much higher baselines

v

With some exceptions and places wheredirect comparisonis not possible, other
Europeannational rail freight operators have set or committed to climate targets
that we consider more ambitious because they are more comprehensive in terms of
coveringabsolute emissions rather than emissions intensity, someorall Scope 1, 2,
and 3 emissions, and/or multiple timehorizons.

At the same time, note that Green Cargo’s 2022 baselineof 2.28 g CO.e/tonne-km
is far lower comparedto peers’ mostrecently reported performance due to its high
degree of renewable electrification, making it more difficult for the issuer to
achieveassteep reductions going forward. In 2021, peers’ rail freight emissions
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intensities (in g CO.e/tonne-km) were 17.2 for Germany’s Deutsche Bahn (DB),*°
14 for Switzerland’s SBB,* 5 for France’s SNCF,*?and 2.9 for Austria’s OBB.*
While company-specific data isnot available, in the UK where Network Rail
operates, rail freight emissions intensity was 26.5g CO.e/tonne-kmin 2021.*

v" DB, SBB, Network Rail,and SNCF all have nearterm (2030) climatetargets
verified by the Science Based Targets initiative (SBTi)."* DB and SNCF’s science-
based targets (SBTs) followa 2°C pathway, while SBB and Network Rail have
more ambitious 1.5°C targets. DB’s near term targetis intensity based, while SBB,
Network Rail,and SNCF haveabsolute emissions reductions targets. All four of the
companies’ climate targets have at least some coverage of Scope 3 emissions as
well as Scopes 1 and2. DB and Network Rail have alsocommitted to net zero by
2050 SBTs, indicating high long-term ambition. We consider these more ambitious
than SPT 1 based on varying combinations of use of absolute emissions rather than
intensity measures, inclusionofat least some Scope 3 emissions, and longer-term
net zero commitments.

v OBB hasa goal of climateneutrality by 2030 in its Scope 1 and 2 emissions
excluding buildings and achieving complete climate neutrality across its full Scopes
1, 2,and 3 emissions by 2050.'° Because its near-term targets are absolute rather
than intensity basedand it has complementary absolute emissions reductions targets
coveringits fullemissions, we consider these targets more ambitiousthan SPT 1.

v' Spain’s Renfe seeks to reduce emissions by 9.9 million tonnes CO.e by 2030. It is
unclearwhetherthisis an absolute goal or referring to avoided emissions, and
changes in Green Cargo’s absolute emissions with SPT 1 are unknown, making
comparisons challenging.

v' Ttaly’s Merictalia’® and Luxemburg’s CFL*® do not have clear climate targets,
making them less ambitious than Green Cargo.

Science-based Ambitionis likely aligned with 2°C scenarios, with caveats around tonne-kilometre
scenariosor growth ratesand emissions coverage

internationaltargets Although SPT 1 doesnot cover 100% of Green Cargo’s emissions, the Scope 1 and
2 emissions reductions it entails are likely enough to bealigned with 2°C climate
scenarios evenif its freight tonne-kilometre growth rate triples.

v" Because Green Cargo’s electric rail freight using renewable power is already well-
aligned with a low carbon future and science-based pathways, we consider it a Dark
Green business®. In some cases, absolute emissions from these Dark Green
companies may needto increase in the near term to achieve longer term societal
climate goals. In thecase of Green Cargo, this involves facilitatinga shift from

© This DB figure covers Scopes 1, 2, and 3 rather than only Scopes 1 and 2 as in Green Cargo’s SPT 1. See Greenhouse gas intensity
1 See Environmentally responsible mobility

12 See SNCF Group Annual Financial Report

3 See OBB Sustainability Report 2021

4 See Rail Emissions

15 See Companies Taking Action

6 See OBB_Climate Protection Strateqy 2030

7 See Sustainable Business

'8 See Sustainability

1% See Ethics and Responsibility

% Note that this is before factoring in the climate risk associated with its cargo. See “Green Cargo’s revenues”.
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higheremissionsroad andair freight to lower emissions electric rail freight to
reduce total freight emissions. Longer term, Dark Green companies like Green
Cargo will also need to achievenet zeroemissions.

Green Cargo’s current performance of 97% renewable electrification already
exceedsthe IEAnetzero scenario, which requires 67%rail electrification by 2030
and 90%by 2050.% Similarly, its currentuse of less than 2% diesel rail freight and
plansto phase this outby 2030is more ambitious thanthe IEA net zero scenario,
which requires a reductionto 24% diesel energy use by 2030.2

Accordingto Green Cargo, the SPT 1 threshold of 1.50 g CO2e/tonne-km is ultra-
low. The company did not referenceany external climate scenarios when
developing SPT 1 and has not made specific projections for how its absolute
emissionsare likely to change if itachieves SPT 1.

We are also unable to identify any science-based benchmarks for rail emissions
intensity to assess the ambitiousness of an SPT 1 performance 0f1.509
CO2e/tonne-km by 2030.

However, we haveprojected the growthin Green Cargo’s absolute emissions in
2030 if itachieves SPT 1 based on Green Cargo currenttonne-kilometre freight
levels. We then conducted a sensitivity analysis of these projections using different
tonne-kilometre growth rate assumptions. Using this approach, if Green Cargo
achieves SPT 1, it will likely reduce emissions enough to align with non-sector-
specific Intergovernmental Panel on Climate Change (IPCC) 2°C scenarios that
require a 21% reduction in emissions between 2019-2030.2 This isthe case even if
Green Cargo’s rail freight tonne-kilometre annual growth ratetriples to around 3%
comparedto Swedish historical levels between 2003-2022 of around 1%.%* 1f Green
Cargo’srail freight tonne-kilometre annual growth rate exceeds this threshold, it
will no longer be likely aligned with IPCC 2°C scenarios.

Using this same projection and sensitivity analysis approach, itisunlikely thatSPT
1 alignswith IPCC 1.5°C scenarios that require 43 %reduction in emissions 2019-
2030% orIEA’s net zero scenario forrailthat requires a 42% reduction in
emissions between 2020-2030.26 To meet these trajectories while achieving SPT 1,
we estimatethat Green Cargo’s tonne-kilometre growthrate would needto become
negative, representinga declinein freight transport, which isunlikely.

As noted above, KPI 1 and SPT 1 cover 84.3%of Green Cargo’s total emissions
but exclude 3% of Scope 1 and 2 andall Scope 3 emissions. Overtime, these
operationsand value chain emissions will also need to be managed to be fully
aligned with Paris Agreement goals.

Be aware of potential lock in risks associated with some strategies to achieve SPT
1, includingreplacingold diesel engines with more efficient ones in existing diesel

2 See Net Zero by 2050, Rail subsector report

22 See Rail subsector report

2 See Climate Change 2022: Mitigation of Climate Change

2 See Jarnvégstransporter

% See Climate Change 2022: Mitigation of Climate Change

% See Rail
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locomotives, purchasing hybrid locomotives and improving efficiency in diesel
train planningand deployment.

Initiatives and Strategy to Achieve SPT 1
ToachieveSPT 1, Green Cargo informs us it plansto:

e Investin more efficient diesel engines and hybrid locomotives wheretrack is not electrified and improve
planning to avoid unnecessary diesel train use. Green Cargo informs us that around 30% diesel
consumption reductions are expected from newer diesel engines, with higher improvements possible for
hybrids. New locomotives will likely havea lifetime of around 40 years. While greater efficiency in diesel
engines, hybrid locomotives and diesel locomotive planning may positively contribute to reducing
climate emissions in the nearterm, be aware of longer-term lock in risks of continued fossil fuel use and
associated climate emissions if Green Cargo does not phase out fossil fuels and transition to electrification
or lower carbondrop-in fuels such as biofuels.

e Transition from diesel to biofuel or hydrogen in internal combustion engine trains. Any biofuek
purchased will be compliant with the EU Renewable Energy Directive and can be substituted for diesel
without any engine modifications. Hydrogen sourcing has not yet been determined. Consider the direct
and indirect land-use emissions risks from biofuels, particularly those derived from food and feed-based
feedstocks. While the EU Renewable Energy Directive providessome safeguards against these risks, they
are difficult to eliminate from biofuel supply chains entirely. Prioritization of waste-based feedstocks,
additional sustainability sourcing criteria, and lifecycle assessments of biofuel sourcing could strengthen
the climate benefits of this approach. The climate emissions lifecycle benefits of hydrogen depend on
methods of production, with green hydrogen produced from renewable electricity being the most
beneficial compared to natural gas methods that have lock in risks. We encourage Green Cargo to
prioritize green hydrogenin any future procurement. Be aware that hydrogen leakage during storage and
transport may indirectly contribute to climate change.?’

o Influencein collaboration with the Swedish Transportation Administration to electrify harbour sites to
limit use of diesel trainsat those locations. Electrification with renewable power is well-aligned with a
low carbon future. Be aware of climate impacts associated with infrastructure construction, including
embodiedemission of materials and emissions from equipmentuse.

Green Cargo has notquantified how different investments will contributetoachieving SPT 1. We encourage Green
Cargo to undertake this assessment.

Summary of key factors beyond the issuers’direct control that may affect the achievement of SPT 1
Green Cargo identifies two main factors beyond its direct control that may impact its ability to achieve SPT 1.
First, societal decarbonization efforts may involve modal shift away from more emissions-intensive modes of
transport such asroad orair freight. In this scenario, Green Cargo would not havedirect control over the kinds of
goods it may transport, and this cargo would likely be lighter in weight than its current portfolio, potentially
increasing emissions intensity.

Second, Green Cargo notes that most of its Scopes 1 and 2 emissions come from diesel locomotives thatare still
needed to facilitate intermodal logistics. Some Swedish rail tracks are not electrified, requiring continued non-
electric train use. To mitigate these risks, Green Cargo is in dialogue with the Swedish Transport Administration
to encourage further electrification of railway tracks to reduce the need for diesel locomotives, andthree projects
are already plannedto be completed between 2023-2027.

2 See Climate benefit of a future hydrogen economy
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We agree with Green Cargo’s assessment ofthese factors, while encouraging it to pursue the mitigation measures
it has identified. In its framework, Green Cargo also mentions that encouraging modal shift to rail will require
more short-haul road transportbetweenrail freight terminals and customers, also potentially increasing emissions
intensity. Althoughthis is a potential pitfall for KPI 1 materiality, we do not expectthese emissions to impact KPI
1/SPT 1, which only includes Scopes 1 and 2 emissions from rail transport.

Additional factors that may be beyond Green Cargo’s direct controlinclude:

Whether there will be sufficient supplies of cost-effective, sustainable biofuels or green hydrogen as a
substitute for diesel. There is significant competition for these fuels from difficult to decarbonize sectors
such as air, road freight, and sea transportation and heavy industry. Furthermore, there are many
competing demands for the renewable electricity needed in large amounts to produce green hydrogenas
well as growing physical climate risks to biofuel production, such as droughts, fires, and other e xtreme
weather. All of these factors threaten the cost-competitiveness of these alternative fuels, raising questions
asto whether Green Cargo’s customers will accept potentially higher associated freighttransport costs.

Whether the Swedish Transportation Administration will have the mandate and resources to electrify
additional rail freight infrastructure. This will dependon political and regulatory decisionson whether to
prioritize and fundthese projects.

Whether Green Cargo will be able to secure sufficient financing for investments such as new more
efficient dieseland hybrid locomotives.

Assessment of KPI 2: Energy efficiency of electric rail traffic (kWh/tonne-km electric rail traffic)

Aspect

CICERO Shades of Green Comments

Materiality KPI2 is materialin terms of addressing Green Cargo’s climate risks and impacts

with caveats around exclusion of non-renewable energy use, and as such should
always be used in combination with KPI 1 as planned

v"Improving Green Cargo’s energy efficiency is relevantto the company’s energy
transitionrisk exposureand contributions. Because Green Cargo requires large
amounts of renewable electricity in its rail operations, if it can improve its
efficiencyandreduce overallenergy consumption, it can help ensure other sectors
of the economy that mustbe electrified to achieve a low carbon future, such as road
transport and buildings, haveaccess to sufficientrenewable electricity supplies.

v’ At the same time, based on 2022 data, KPI 2 numerator measurements will only
coveraround 84% of Green Cargo’s total energy use that is not associated with
significant climate emissions. This is because it only covers renewable electricity
use from electric railand excludes the 16%of its other energy consumption with
stronger links to emissions, suchas by diesel trains, aswellas smaller sources such
asoffices. Assuch, improving performanceon KPI 2 may have limited emissions
reduction potential. Further, this measurementalso does not include energy use by
Green Cargo’s third-party suppliers with strong Scope 3 emissions links, such as
the truck drivers for short-haul transports from rail terminals to consumer
distribution centres thattypically run ondiesel. KPI 2 could be strengthened by
coveringadditional aspects of Green Cargo’s energy use more closely linked with
its climate emissions.
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v

Note thatKPI 2 isan intensity measurementthatdoes notcapture whether absolute
energy use is increasing ordecreasing. While this is less critical fora Dark Green
business such as renewable electricity powered rail, we encourage the company to
report absolute energy use as well fora more complete picture of climaterisksand
impacts. The issuer informs usit plans to doso in futuresustainability reporting,
possibly assoonasin its 2023 disclosures.

Itis positive that climate impact is a priority in Green Cargo’s own materiality
assessment, whichincluded internal assessments and external stakeholder input.

Strategic
Significance

KPI 2 isof strategic significance

v

Improvingenergy efficiency is aligned with Green Cargo’s business and
sustainability strategy to be customers’ sustainable logistics partner that creates
climate-smart transportation solutions while achieving Sweden’s national climate
goals.

A focus on this KPI will likely influence Green Cargo’s actions and investment
decisionsto improveefficiency in itsrail transport, such as purchasing new electric
locomotives and wagons that allow for increased capacity and tractive power for
longer, heavier, higher volume trains as wellas eco-driving and driver assistance
trainingandtools.

Methodology

KPI12 methodology is robustand transparent with caveats around its potential to
be influenced by cargo density trends

v" Green Cargo’s KPI 2 measurement of energy use from electric rail transport in

kWh pertonne-kilometreis clearly defined. It is positive that KPI 2 measurements
coverallof Green Cargo’s electric rail operations and geographies and use actual
ratherthanestimated kWhand tonne-kilometre data for greateraccuracy.

The intensity approach used in KPI 2 does notcapture whether Green Cargo’s
absolute energy use may be increasing or decreasing. As described in the context of
climate emissions above, this is especially challenging given Green Cargo’s goalto
encouragemodalshift to loweremissions rail freight. If Green Cargo achieves this
aim, it will transport more of what arelikely to be lighterand less dense goods. If
s0, KPI 2 energy efficiency will indicateworse performance despitewhat might be
no change in energy-related performance. It is a pitfallthatKPI 2 performance
cannotcapturethis dynamic, and investors will not necessarily be able to evaluate
ultimate energy and climate impacts or benefits. We encourage Green Cargo to
report on itsabsolute energy use in itsannual sustainability reportingasa
complementary metric. The issuerinforms us it plansto doso, possiblyassoon as
in its 2023 reporting. Where possible, we also encourage Green Cargoto providean
assessment ofhowany changes in its cargo weight thatarethe result of modal shift
are impacting KPI 2 performance.
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Assessment of SPT 2: Improve energy efficiency of electric rail traffic to 0.030 kWh/tonne-km by

2030

Benchmark CICERO Shades of Green Comments

Own performance Ambition exceeds own past performance

v

If Green Cargo achieves SPT 2, it will need to reduce KP1 2 by 2.1%o0n an average
annual linear reduction basis between2022 and 2030, while it made no
improvement in KPI 2 in three out of the past four reporting years.

KPI 2 declined 2.7%on a year-over-year basis between 2019-2020, but otherwise
remained constantat 0.037 kWh/tonne-km electric rail traffic in 2018and 2019 and
0.036in2021and2022.

If Green Cargo achieved SPT 2, KP1 2 would decline by 16.7% in total between
2022-2030. The issuerinforms us it expects reductions to be stepwise rather than
linearas specific initiatives are implemented through 2030.

Accordingto Green Cargo, KPI 2 reductions to achieve SPT 2 will be more
difficult to achieve going forward due to therise of intermodal container shipping
with less dense cargo, whichimpactsthe tonne-kilometre denominator of the KPI.
Ifthisis the case, thistrend may contribute to SPT 2 being more ambitious than
Green Cargo’s historical performance, but this is not guaranteed. We encourage
Green Cargo to providetransparency aboutthis effectin its sustainability -linked
financingreporting.

Peers Ambitionis difficult to compare with European state-owned railfreightoperator
peerswith absolute energytargets, buthigher than peerswithoutenergy targets

v

Green Cargo’s peers in the Europeanrail freight sector who arenationally owned
either haveabsolute energy use reduction goals, which we cannot fully compare, or
do not have quantitative energy goals, which we consider less ambitious.

SNCF hasa goal of reducing energy consumption by 10%by 2024.% Switzerland’s
SBB hasset a target of saving 20% of its forecasted annual energy consumption for
2025,0r600 GWh.? Austria’s OBB has a goal of saving 180 GWh of energy by
2024 through energy efficiency measures.*® Because it is unclear how Green
Cargo’sabsoluteenergy usewill changeif itachieves SPT 2, we cannot make a full
comparisonwith these targets.

While the UK’s Network Railhas a goalto reduceits non-traction (i.e., not related
to hauling freight) energy use by 18% bythe end of 2024, we consider this less
material than traction-related energy use and therefore less ambitious than SPT 2.3t

% See Promoting Sustainability
% See Energy Efficiency

% See OBB Climate Protection Strateqy 2030

8 See Qur ambition for a low-emission railway
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v' Germany’s DB,* Spain’s Renfe,* Italy’s Merictalia,* and Luxemburg’s CFL* do
not appear to have quantitative energy efficiency goals. These peers are therefore
less ambitious than Green Cargo on this topic.

Science-based Ambitionis notpossible to assess
scenariosor

- ] v' Weare unable to concludeon SPT 2 alignmentwith 1.5°C or well-below 2°C
internationaltargets

scenarios.

v" Green Cargo did not reference any external climate and energy scenarios when
developing SPT 2 and has not made specific projections for how its absolute energy
use s likely to change if itachieves SPT 2.

v Sweden’s national target is to improve national energy intensity by 2030.%® Given
Sweden’s already achieved reductions between 2005-2018,%" its national energy
intensity needs to decline by 28.9% between 2018-2030.%¢ In comparison. SPT 2
entailsa 17%reduction from 2022 to 2030. We note that national energy intensity
is calculated using GDP as the denominator and is not comparable with KPI 2, that
Green Cargo’sbaselineis 2022, andthatthe rail sector is likely a very small
contributor to Swedish national energy use, but believe the comparison provides
some contextgiven thattonne-km can be considereda proxy for Green Cargo’s
contributionto GDP.

Initiatives and Strategy to Achieve SPT 2
ToachieveSPT 2, Green Cargo plansto:

e Purchase new electric locomotives and wagons that allow for increased capacity as well as increased
tractive power. New electric locomotives and wagons create opportunities for more energy efficient
logistics solutions, especially in longer, heavier, and higher volume transport arrangements. Increasing
traction to allow for longer and heavier trains improves efficiency because overall, less energy is spent
comparedto drivingmore and lightertrains.

e Train conductors in eco-driving practices including driver assistance programs. Eco-driving and driver
assistance canreduce energy use by adaptingto train weight, breaking rate, and topography . According
to Green Cargo, these approaches canreduceelectricity use by around 15-20%, which is positive.

These strategies are well-aligned with its green financing framework described in detail above. See “Shading of
eligible projects under Green Cargo’s green financing framework™ for additional climate and environmental
considerations associated with these approaches.

Green Cargo has notquantified how different investments will contributeto achieving SPT 2. We encourage Green
Cargo to undertake this assessment.

Summary of key factors beyond the issuers’direct control that may affect the achievement of SPT 2
Green Cargo notes a main factor beyond itsdirect control that may impact its ability to achieve SPT 2 similarto
the first affecting SPT 1. This is its support for societal modal shift to less emissions-intensive rail leading to

% See Our Targets

* See Sustainable Transport

3 See Sustainability

% See Rapport Annuel Du Groupe CFL

%See Sweden’s long-term strateqy for reducing greenhouse gas emissions

3 Most recent available data is for 2018. See Sweden: Energy Country Profile
% Assuming a linear trajectory.
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transporting lighter goods, which could potentially decrease energy efficiency and is challenging to mitigate. In a

changingclimate, the issuerinforms us that colder winters or hotter summers could also increase Green Cargo’s
energy use.

We agree with Green Cargo’s assessment. An additional factor that may impactits achievement of SPT 2 beyond

its direct control, while highly unlikely, is the company’s ability to secure financing for new locomotives, wagons,
and eco-drivinganddriving assistance programs.
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4 Terms and methodology

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

This assessmentis based on a review of documentation of the client’s policies and processes, as well asinformation
provided to us by the client during meetings, teleconferences and email correspondence. In our review we have
relied on the correctness and completeness of the information made available to us by thecompany.

Shades of Green methodology

CICERO Shades of Greensecond opinions are graded dark green, medium green or light green, reflecting a broad,
qualitative review of the climateand 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
Parisagreement. The shades are intended to communicate the following:

Shading Examples

N
Dark Green is allocated to projects and solutions that correspond to the long- ‘CIJ: Solar
term vision of a low-carbon and climate resilient future. @ zﬁ]ﬁi
Medium Green is allocated to projects and solutions that represent significant /7 Eg:_er_gyt
steps towards the long-term vision but are not quite there yet. mm Zu;lzieﬁngs
Light Green is allocated to transition activities that do not lock in emissions. Hybrid
These projects reduce emissions or have other environmental benefits in the ro\éd”
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
theircriteria. 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. Pitfalk are
also raised, including potential macro-levelimpacts of investment projects.

Assessment of alignment with Green Bond Principles

CICERO Shades of Green assesses alignment with the International Capital Markets” Association’s (ICMA) Green
Bond Principles. We review whether the frameworkisin line with the four core components of the GBP (use of
proceeds, selection, management of proceedsand reporting). We assess whether project categories have clear
environmental benefits with defined eligibility criteria. The Green Bonds Principles (GBP) state that the “ov erall
environmental profile” ofa project should be assessed. The selection process is a key governance factor to consider
in CICERO Shads of Green’s assessment. CICERO Shades of Green typically looks at how climate and
environmental considerations are considered when evaluating whether projects can qualify for green finance
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funding. The broader the project categories, the more importance CICERO Shades of Green places on the selection
process. CICERO Shades of Green assesses whether net proceeds or an equivalentamountare tracked by the issuer
in an appropriatemannerand 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.

Assessment of Sustainability-Linked Bond and Sustainability-Linked Loan Frameworks

The structure of Sustainability Linked Bonds (SLBs) and Sustainability Linked Loans (SLLs) linking financial
returns with environmental performance can provide security around environmental impacts. However, SLBs and
SLLs can vary widely in terms of robustness depending on what KPIs are selected and how they are measured.
We provide transparency on 1) therelevance, materiality and reliability of selected KPIs, 2) the rationale and level
of ambition of the proposed Sustainability Performance Targets, 3) the relevance of selected benchmarks and
baselines, as well as transparency on how well the strategy outlined to achieve them fits with a low carbon and
climate resilient future. By considering these factors, we provide contextto consider the ambition level ofthe SLB
and SLL. Please note that CICERO Shades of Green does not evaluate any financial aspects of transaction,
including to what degree the variation in the financial characteristics of an SLB and SLL is commensurate and
meaningful.

Incorporated into the sustainability-linked finance assessment is our company climate risk assessment approach.
We allocate a shade of green, yellow or red (see figure below) to revenues or portfolio value which reflect
alignment of the underlying activities to a low carbon and climate resilient future and taking into account
governance issues.

Shading Examples

Medium Green is allocated to projects and solutions that represent significant Energy

efficient

Dark Green is allocated to projects and solutions that correspond to the long- —\q:‘ S'_:'lﬂr _
term vision of a low-carbon and climate resilient future. @ Eﬁ;i

steps towards the long-term vision but are not quite there yet. buildings

i

Light Green is allocated to transition activities that do not lock in emissions. Hvbrid
. - . . ! ybric

These projects reduce emissions or have other environmental benefits in the : m’;d

near term rather than representing low carbon and climate resilient long-term Vihigles

solutions. :

Yellow is allocated to projects and solutions that do not explicitly contribute to
the transition to a low carbon and climate resilient future. This category also
includes activities with too little information to assess.

Healthcare
services

MNew oi

carbon and climate resilient future. These are the heaviest emitting assets, with Slorati
exploration

Red is allocated to projects and solutions that have no role to play in a low-
the most potential for lock in of emissions and highest risk of stranded assets.

Assessment of Governance

In additionto shading from dark greento red, CICERO Shades of Greenalso includes a governance score to show
the robustness of the company’s sustainability governance structure. When assessing the governance of the
company with a combined framework, CICERO Shades of Green looks ateight elements: 1) strategy, policies and
governance structure; 2) lifecycle considerationsincluding supply chain policies and environmental considerations
towards customers; 3) the integration of climate considerations into their business and the handling of resilience
issues; 4) the awareness of social risks and the management ofthese; 5) reporting; 6) the selection process used to
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identify and approve eligible projects under the framework; 7) the managementof proceeds; and 8) the reporting
on the projects toinvestors. Based on these aspects, an overall grading is given on governance strength falling into
one of three classes: Fair, Good or Excellent. Please note this is not a substitute for a full evaluation of the
governance of the issuinginstitution, and does notcover, e.g., corruption.
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Appendix 1:
Referenced Documents List

Document DocumentName Description

Number

1 Green Cargo Sustainable Finance Framework Dated 2023

2 Green Cargo Ars-Och Hallbarhetsredovisning ~ Annualandsustainability report for 2022
2022

3 Green Cargo Annual Report Covering2021

Including Sustainability Report

4 Green Cargo Green Finance Framework Report ~ As of Q4 2022

5 Sustainable logistics Green Cargo website

6 Green Cargos interna uppforandekod Green Cargo’sinternal code of conduct
7 Green Cargo’s Code of Conduct for Suppliers Green Cargo’s supplier requirements
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https://www.greencargo.com/en/sustainable-logistics
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Appendix 2:
About CICERO Shades of Green

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

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

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

Environmental * 2020 Largest External Review Provider In Number Of Deals, Climate Bonds Initiative Awards
Finance

Bond Awards

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

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

! Wi 2le2 ) ¢ | der Of Th | d Award
2018 External Assessment Provider The Year, Environmental Finance Green Bond Awards
mnner
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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