Produced by:

\ I
climat
q 1
Private markets action on climate change

Supplementary

NZIF implementation
guidance: Private
Markets Infrastructure

Supported by:

M aicee n ipvestor
@ B ‘» Ceres (— §m§§




Acknowledgements The development of this guidance has been led
by Kate McKeon at InfraRed Capital partners and

The guidance reflects discussions led by members Hugh Garnett at IGCC. We are grateful to the

of the Institutional Investors Group on Climate support of Blunomy for facilitating, researching
Change (IIGCC) and Initiative Climat International and drafting for the group. Blunomy is a strategy
(ic1), including a dedicated joint Private Markets consulting firm dedicated to accelerating the
Infrastructure working group. Participants of the climate transition, advising both corporates and
working group are Kate McKeon (Infra Red Capital financial institutions in their transition strategies.
Partners), Jochen Krippner (IFM Investors), Natalie Authors include: Safae El Fadili, Fabiola Graveaud,
Sinha (UBS AM), Ruairi Revell (Abrdn), Verena Paul Gronner and Julie Aung Ko.

Rossolatos (Capital Dynamics), Sandrine Lalmant
(John Laing Group), Rhyadd Keany-Watkins (Arjun
Infrastructure), Lorraine Becker (DIF Capital),

Christopher Pritchard (Macquarie AM) and Jeanne ‘ blu nomy ¢

Michon-Savarit (Infranity).

Disclaimer

All written materials, communications, surveys and initiatives undertaken
by IIGCC are designed solely to support investors in understanding risks
and opportunities associated with climate change and take action to
address them. Our work is conducted in accordance with all relevant laws,
legislation, rules and regulations including data protection, competition
laws and acting in concert rules. These materials serve as a guidance only

&ﬁ e, R and must not be used for competing companies to reach anticompetitive
agreements.

As a foundational principle, IGCC does not require or seek collective
decision-making or action with respect to acquiring, holding, disposing
and/or voting of securities. Investors are independent fiduciaries respon-
sible for their own investment and voting decisions and must always
act completely independently to set their own strategies, policies and
practices based on their own best interests and decision making and
the overarching fiduciary duties owed to their clients and beneficiaries
for short, medium and long-term value preservation as the case may
be. The use of particular tools and guidance, is at the sole discretion of
individual signatories and subject to their own due diligence.

No Financial Advice: The information contained in this position paper is
general in nature. It does not comprise, constitute or provide personal,
specific or individual recommendations or advice, of any kind. In par-
ticular, it does not comprise, constitute or provide, nor should it be relied
upon as, investment or financial advice, a credit rating, an advertisement,
an invitation, a confirmation, an offer, a solicitation, an inducement or a
recommendation, to buy or sell any security or other financial, credit or
lending product, to engage in any investment strategy or activity, nor
an offer of any financial service. The position paper is made available
with the understanding and expectation that each user will, with due
care and diligence, conduct its own investigations and evaluations, and
seek its own professional advice, in considering investments’ financial
performance, strategies, prospects or risks, and the suitability of any
investment therein for purchase, holding or sale within their portfolio.

IIGCC’s materials and services to members do not include financial, legal
or investment advice.
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Introduction

1.1 The NZIF Infrastructure
component

The Net Zero Investment Framework (NZIF) is
designed for asset managers and asset owners.
It provides a suite of options for different types
of investors, with different strategies, to consider
as they manage climate risks in the economic
interests of their clients and beneficiaries, as well
as aligning financial flows with the goals of the
Paris Agreement.

NZIF serves as a comprehensive guide to support
investors setting individual voluntary targets and
producing related net zero strategies and transition
plans. It covers governance, objectives, strategic
asset allocation, asset level assessment and
targets (speciﬁc to each asset class), stakeholder
and market engagement, and policy advocacy.

It provides high-level guidance supported

by supplementary guidance to support their
operationalisation'.

The high-level recommendations are designed

to apply to a broad spectrum of investors,
regardless of their industry, location, or regulatory
environment. Investors using NZIF are encouraged
to adhere to the ‘implement or explain’ principle
and the “maximum (practical) contributions
towards real economy impacts” principle, to
account for the diverse real-world contexts in
which they operate?

The ‘Guidance for Infrastructure Assets’, published
in 2023 and incorporated into NZIF 2.0, offers
recommendations which specifically consider the
existing differences between Equity and Debt; funds
and fund-of-funds; and climate solutions and
other assets. It can also be considered alongside
the IIGCC Climate Solution Guidance and the NZIF
Supplementary Target Setting Guidance.

1.2 Purpose of the
Supplementary Guidance
for Infrastructure

Objectives

This supplementary guidance draws on investor
experiences gathered since the initial publication of
the NZIF Guidance for Infrastructure Assets. These
insights have been used to help address questions
on implementation of the guidance and have

been explored to help better facilitate its use and
adoption. Specifically, this document aims to:

= Clarify methodological and technical issues
faced by asset managers and asset owners
that may be associated with asset alignment
assessment, target setting, and implementation
guidance (i.e. direct management and asset
engagement).

= Presentdetailed case studies tailored to the
infrastructure asset class, representative
of various stages along the maturity scale,
demonstrating how to progress toward the
‘Aligned to a net zero pathway’ and ‘Achieving
Net Zero' categories.

The recommendations from NZIF's ‘Asset Level
Assessment and Targets’ section encourage
investors to consider the following steps:

1. Determine which assets should be considered
within scope of target setting.

2. Assess the alignment of existing and new assets
using NZIF's alignment criteria.

3. Setindividual targets to increase the alignment
of assets to net zero within a five-year period.

4. Deliver the target utilising available levers (asset
selection, management, and engagement).

5. Monitor to ensure sufficient progress is made
and targets are updated when necessary.

' These are linked within the framework document and on the NZIF website.

2 For detailed information, see IIGCC, NZIF 2.0, p9.



https://www.iigcc.org/hubfs/NZIF%202.0%20Report%20PDF.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/2023%20resource%20uploads/IIGCC_Investing%20in%20Climate%20Solutions_Listed%20Equity%20Fixed%20Income_Nov2023.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/Past%20resource%20uploads/NZIF_IIGCC%20Target%20Setting%20Guidance.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/Past%20resource%20uploads/NZIF_IIGCC%20Target%20Setting%20Guidance.pdf
https://www.iigcc.org/net-zero-investment-framework
https://www.iigcc.org/hubfs/NZIF%202.0%20Report%20PDF.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/Past%20resource%20uploads/IIGCC_Guidance-for-infrastructure-assets-NZIF_Final_March23.pdf

Intended audience

This guidance is intended for General Partners
(GPS? and Limited Partners (LPs), covering both
equity and debt investments. Since the alignment
analysis is conducted at the asset level (or activity
level), it does not distinguish between equity and
debt exposure. Given the levels of influence and the
different engagement potential for debt investors,
however, the required targets will likely differ.

1.3 NZIF: a strategic tool
for Infrastructure Asset
Managers

NZIF features an Asset Alignment Target, which
uses a multi-criteria maturity scale for assessment.
Each asset is classified into a predefined category,
with predetermined criterig, ranging from least
mature to most mature along its transition journey.
This allows investors to use approaches within
asset selection, management, and engagement

to increase the percentage of Assets under
Management (AuM) categorised as either ‘aligning’
or ‘aligned’ to a net zero pathway or achieving

net zero. The asset alignment target is expressed
as a percentage of invested assets, excluding
committed capital, in AuM, belonging to each
category. (Figure1).

NZIF is designed as a strategic tool for investors

to gain insights into asset transition risk as well as
preserve and generate capital value in the context
of increasing transition risks (Figure 2). Used
consistently, NZIF allows for year-on-year tracking
of a fund or investment company’s net zero
trajectory, and allows for the prioritisation of assets.

Figure 1: NZIF ‘Asset Alignment’
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Figure 2: Integration of the NZIF into the investment lifecycle and strategic challenges addressed
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2 Putting the
guidance into
practice -
analysing existing
portfolios and
assessing new
opportunities

2.1 Analysing ‘brownfield’
asset alignment

2.1.1 From ‘Committed to Aligning’
to ‘Achieving Net Zero’

The analysis of assets is conducted according to
quantitative and qualitative criteria provided by
the maturity scale of the NZIF. Table 2 details the
criteria for brownfield assets (already constructed)
for the infrastructure asset class. The elements

in italics complement or support the criteria
formulated in the ‘Guidance for Infrastructure
Assets’.




NZIF maturity scale alignment criteria for brownfield assets — support for investors

A Committed A . Achieving
Category Criteria to Aligning Aligning Aligned Net Zero
Long-term goal for the asset to be net zero emissions by 2050 or sooner.
Additional considerations: The asset’s board should formally acknowledge the importance of the
. company taking action toward a net zero future and encourage the company to begin exploring the
Ambition ‘Aligning’ and ‘Aligned’ criteria. Formal acknowledgment may include the preparation of board papers
for shareholder voting, including specific resolutions. Shareholder support is preferred, given the level of
resources that may be necessary to produce the required deliverables, as well as the scale of business
change and investment that may be needed to transition the business along the maturity pathway.
Disclosure of scope 1and 2 emissions, and disclosure of material scope 3, in line with regulatory
requirements where applicable or the PCAF standard.
Disclosure Additional considerations: In some infrastructure sectors, scope 3 is the most significant in terms of
emissions. A sector-by-sector materiality assessment of the most important scopes and categories of
scope 3 is recommended. Regarding the importance of considering scope 3, refer to IIGCC Supplementary
guidance: Scope 3 emissions of investments?.
Short and medium-term targets for scope 1, 2 and material scope 3 emissions in line with science-
based net zero pathway. These may be absolute, or intensity-based: a) where available, a sectoral Asset with
decarbonisation/carbon budget approach should be used; b) minimum for other assets is a global or emission
regional average pathway. intensity
Additional considerations: The target horizon can vary and should be adjusted, as much as possible, to Eﬁqu"’e‘tj by
Targets match the specific characteristics of the sector’s emissions profile. The SBTi Corporate Standard uses e sector
p p p d |
5-10 years from baseline as the reference point for near-term targets. Meanwhile, CA100+ sets short-term onthreglona
targets at 2 years and medium-term targets at 8 years. The scopes |, 2, and material scope 3 should ?G 22)/\/500y
be covered. Guidance on conducting a materiality assessment for scope 3 emissions of investments ord h
is set out in IIGCC’s Supplementary Guidance on scope 3 emissions and investors can also refer to the an wt.osel
Greenhouse Gas Protocol’s Value Chain Standard and sectoral guidance. %’:&ZI Ivc\)/ﬂlo
Governance/management responsibility for targets and decarbonisation plan. maintain this
erformance.
Governance Additional considerations: Several governance elements can be considered, depending on the size of P

the asset, these may include board oversight for climate risk, climate-related responsibilities of senior
management, or incentives provided for managing climate-related issues.

Decarbonisation

Development and implementation of a quantified plan setting out a decarbonisation strategy for scope1,
2, and material scope 3.

Additional considerations: As decarbonisation trajectory profiles vary across sectors, an asset-specific
decarbonisation plan is expected, in line with its geographical setting, sector, and position in the
value chain. The plan should include quantification of CAPEX and OPEX based on a list of envisaged

lan
P decarbonisation solutions. Investors are recommended to be attentive to several archetypal elements
of credible decarbonisation plans, including analyses of technological maturity and feasibility of
decarbonisation solutions, leveraging sector-specific reference guidance. An example of a Net Zero
Transition Plan framework includes the UK Transition Plan Taskforce framework®.
Emission Current and forecast emissions performunf:e (scopel,2and muteriu! scope 3) relative to target or net
performance zero benchmark/pathway, or an asset’s science-based target. An aligned asset would need to see

emissions decline consistent with targets set to converge an asset with a net zero pathway.

3 IIGCC, Supplementary guidance: Scope 3 emissions of investments, July 2024.

4 Transition Plan Taskforce, About [accessed November 2024].



https://www.iigcc.org/resources/iigcc-supplementary-guidance-scope-3-emissions-of-investments
https://transitiontaskforce.net/about/#:~:text=The%20Transition%20Plan%20Taskforce%20%28TPT%29%20was%20announced%20at,regulators%20and%20civil%20society%20to%20develop%20its%20materials

Figure 3: Mapping quantitative alignment criteria against NZIF maturity scale categories
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When emissions performance is A and asset satisfies no alignment
criteria then asset is not aligning.

When emissions performance is A and asset has long-term
science-based targets then asset can be classified as committed
to aligning.

When emissions performance is A and asset satisfies the additional
criteria for targets, disclosures, and governance then asset can be
classified as aligning.

When emissions performance is B and asset satisfies the additional
criterion for decarbonisation plan, asset is aligned.

When emissions performance is C and asset and satisfies all
alignment criteria, asset is achieving net zero.

2.1.2 Treatment of ‘climate solutions’
infrastructure assets

In NZIF, Climate Solutions are subject to a portfolio-
level objective, akin to the Portfolio Decarbonisation
Reference Objective and distinct from the Asset
Alignment Target. The assessment of Climate
Solutions is being addressed in a series of
dedicated publications by IIGCC®. These climate
solutions can be central to investors’ strategies,
either by supporting the decarbonisation of

other assets or by being at the heart of the fund’s
investment thesis.

Climate Solutions should be analysed in the same
way as other assets, by screening them against
the maturity scale criteria. Although these assets
directly contribute to the transition, it is essential
to assess how they are addressing their own
emissions.

Science-based target
in line with 1.5°C

50

2020 2023 2025

Long term science-
based targets in line
c with 1.5°C

2030 2035 2040 2045 2050

Some Climate Solutions may automatically be
categorised as “Achieving Net Zero” criteria if (i)
emissions are being disclosed, (ii) they already
have emissions performance at least equal to
what is required for its sector or regional pathway
for the year 2050, and (iii) that this emissions
performance is expected to continue. This may be
the case for solar or wind power generation assets,
whose operational performance is superior to that
of fossil fuel-based electricity production.

The criteria for decarbonisation plans and

targets remain important for Climate Solutions,

as inherently ‘green’ assets, particularly as their
deployment is expected and required to accelerate.
Investors are encouraged to stay engaged in
reducing associated emissions, for example, by
considering facility maintenance or the embodied
emissions of these climate solutions. Additionally,
when analysing these Climate Solutions and their
operational performance, it may be relevant to
reference the Technical Screening Criteria of the
European Taxonomy, specifically the conditions
for Substantial Contribution to Climate Change
Mitigation.

5 IIGCC, Investing in climate solutions: listed equity and
corporate fixed income, November 2023.



https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/2023%20resource%20uploads/IIGCC_Investing%20in%20Climate%20Solutions_Listed%20Equity%20Fixed%20Income_Nov2023.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/2023%20resource%20uploads/IIGCC_Investing%20in%20Climate%20Solutions_Listed%20Equity%20Fixed%20Income_Nov2023.pdf

Analysing greenfield
asset alignment

In NZIF, greenfield assets are assessed on the same
maturity scale as brownfield assets but cannot
achieve higher than the ‘Aligning’ category. In
addition to the operational criteria, they must also
meet two additional criteria relating to construction
and ensure that a management strategy is in
place to minimise emissions in the construction
phase.

presents the maturity scale for greenfield
assets.

NZIF maturity scale alignment criteria for greenfield assets — support for investors

Category

Criteria

Aligning

Design

Constructed in a way that is designed to deliver an asset that can be aligned to a net zero
pathway, including consideration of whole lifecycle emissions to minimise embodied
emissions and avoid carbon lock-in

Additional considerations: The design should not lead to highly emissive processes that are
not in line with a net zero pathway. The emissions considered should encompass not only
the use phase of the infrastructure but also the construction phase (including raw material
extraction) and renovations up until the end of life of the asset.

Construction
strategy

Decarbonisation or management strategy to minimise emissions in the construction phase

Additional considerations: The decarbonisation strategy should be sector specific. The
asset should quantify its carbon emission reductions during the construction phase.

The plan should include quantification of CAPEX and OPEX based on a list of envisaged
decarbonisation solutions. Asset managers are recommended to be attentive to several
archetypal elements of credible decarbonisation plans, including analyses of technological
maturity and feasibility of decarbonisation solutions, and should also consider leveraging
sector-specific reference guidance.

Governance

Governance/management responsibility for targets and decarbonisation plan

Additional considerations: Several governance elements can be considered, depending on
the size of the asset, these may include board oversight for climate risk, climate-related
responsibilities of management, or incentives provided for managing climate-related issues.

Targets

Short and medium-term targets for scope 1, 2 and material scope 3 emissions in line

with science-based net zero pathway. These may be absolute, or intensity-based: a)
where available, a sectoral decarbonisation/carbon budget approach should be used; b)
minimum for other assets is a global or regional average pathway.

Additional considerations: This criterion can be adapted to the asset manager’s specific
context and may include various approaches, such as absolute reduction by X% compared
to the first year of construction, the use of Y% renewable energy, or the use of recycled
materials with Z% lower emissions, to achieve emissions reductions compared to the baseline
of constructing a similar asset using traditional methods.

Ambition

Long-term goal for the asset to be net zero emissions by 2050 or sooner

Additional considerations: The asset board should acknowledge the importance of the
company taking action toward a net zero future and encourage the company to begin
exploring the pursuit of ‘Aligned’ criteria.




2.2 Science-based target
assessment

2.3.1 Assessing alignment of multi-
activity assets and SPVs

Evaluating the 1.5°C alignment of portfolio
companies’ targets (“Targets” criteria in the
maturity scale) is a crucial aspect of analysing
alignment. The analysis should always be
conducted using the most applicable pathway
(see table 4).

A key challenge for asset managers arises when a
portfolio company has multiple activities, each with
different targets. Infrastructure investments can
also be made through special purpose vehicles
(sPVs), where the availability of information might
differ from that of corporate entities. Figure 4
depicts the different levels of infrastructure
investment organisations.

Figure 4: The levels at which the analysis is carried out in the layers of the portfolio

Portfolio

=

Fund’'s assets
©

Fund

Activity mix
Activity @
Infrastructure asset b

e.g. The entire portfolio of an
infrastructure asset manager, with a
Private Equity fund, a Real Estate
fund and an Infrastructure fund

e.g. The Infrastructure fund of an
asset manager

e.g. The infrastructure fund contains
three entities: one company in the
energy utility sector, one company in
the waste management sector, one
SPV in the transport sector

e.g. The company in the energy
utility sector has two activities:
power generation and electricity
distribution

e.g. The company has power
generation activities, with several
infrastructure assets, such as coal
and gas thermal power plants and
wind farms

e.g. Among others, the company
owns and operates one gas thermal
power plant

Relevant levels
for science
based targets
assessment




Single activity

An SPV or corporate investment may have only

one activity. In such cases, the target will inherently
cover the sole activity being performed, making the
asset level and activity level identical.

4 )

Example

A railway project sets a target of -40% of
absolute carbon emissions by 2030. The
target covers the sole activity and can be

compared to railway pathways.

- j

Multi-activity

Corporate entities and some SPVs may have
multiple activities, requiring analysis to be
conducted at the most granular level possible.
Different activities can be classified at various
levels of the maturity scale, depending on their
characteristics.

The first step of the assessment is to determine the
level at which the target and assessment can be
performed: should it be at the activity mix level or
at the activity level?

Figure 4 depicts the different scenarios and the
good practices for each case. As mentioned
previously, whenever possible, the assessment
should be performed at activity level and
aggregated upwards. Activity-level targets enable
a more precise analysis by accounting for sectoral
emissions profiles and the underlying assumptions
used to develop decarbonisation pathways.
However, in some cases it may be that no target
exists at this level of granularity and the assessment
can only be performed at activity mix level.

Example

A transport company has both a road
transport activity and a railway activity.

Case 1: The company has one target, -50% of
absolute carbon emissions by 2030 versus 2019 at
company level.

The alignment assessment must be performed at
group level since there are no activity level targets.
The target will be compared to a general transport
pathway. The historic emissions data analysed
must cover both activities.

Case 2: The company has three separate targets,
-50% of carbon emissions by 2030 at group level, a
carbon intensity of 10 gCO,/passenger km for the
road activities by 2025 and a carbon intensity of 5

gCco,/passenger km for rail activities by 2030.

Activity-level targets are available. The analysis
should be performed at activity level. The target
covering the road activity should be compared to
a road transport pathway and the target covering
the rail activity should be compared to a rail
transport pathway.

Special Purpose Vehicles (SPVs)

In the case of SPVs, the analysis of the maturity
scale criteria should be adjusted and interpreted
by the asset managers according to the type

of project and available information such as
existing targets. SPVs that publish all the necessary
information (targets, decarbonisation plan, etc.)
can be assessed on the maturity scale like any
other asset.

When information is missing, criteria can be
indirectly analysed by considering available data
from the parent company or even its shareholders.
Targets that are not set at the SPV level may be
found at the parent company or shareholder level.
To satisfy the maturity scale requirements, any
targets and decarbonisation plans established at
the parent company or shareholder level must be
applicable to the asset.

SPV structures and emission profiles may differ
from those of traditional corporate entities. In
some specific cases, SPV operations are carried
out by sub-contractors rather than the SPV directly,
which potentially implies a differentiated analysis
in terms of emission scopes or targets at sub-
contractor level.

4 )

Example

A fund has invested in an SPV, such as a
fibre network project. The SPV does not
have a target itself, but the company that
holds the majority of the SPV has a target
applying to the whole group. This target
then applies to the SPV.

- j




Figure 5: Asset analysis depending on available targets

One activity Multiple activity

h 4

Activity level targets

The target covers the only
activity.

2 Theanalysis is de facto
performed at activity level.

Example:

A corporate is focused on fibre
network infrastructure and has a
target. The target applies to this
single activity.

b 4

All material activities are
covered by a target

All material activities are covered
by a specific target.

= Analysis is performed at
activity level. The results are
then aggregated at asset
level.

Example:

A utility company has two
activities: waste & water
treatment and heat production.
The company has separate
targets for its waste & water
treatment activity and its heat
production activity. The
assessment can be performed
separately for each activity.

b 4

Not all material activities are
covered by a target

At least one material activity is
not covered by a specific target.
The analysis of material activities
is therefore impossible.

2 Thereis a global targetin
addition to the activity level
targets.

2 Thereis no global target. The
asset cannot be classified as
aligning.

Example:

A utilities company has three
activities: electricity production,
heat production and electricity
distribution. The company has

set a target covering its electricity
production and distribution
activities. No target exist for the
heat production activity, a material
activity. The assessment cannot be
performed at activity level.

b4

—> Activity mix

The target covers all the activities
at once and there is no further
granularity.

= Analysis is performed at
activity mixlevel.

Example:

A company has two activities:
motorways and railways. The
company has one target
(expressed in absolute emissions)
at group level but no specific
target for each activity. The
assessment can be performed at
a group and global level.




Indicative decision tree for assessing the target criteria applied to a SPV

The decision tree presents possibilities to choose which target can apply to the SPV assessed, depending on
the available targets and data. The target selected should ideally be the closest to the SPV operations and

the most granular possible in terms of activity.

Has the SPV set a target?

YES

NO

The analysis is performed with Py . °
the targets set at SPV level Has the majority parent company set a target that applies to the SPV?

YES

The parent company targets apply
to the SPV, the analysis is performed
with the parent company targets

Addressing infrastructure
assets with no sector specific
emissions pathway

The evaluation of an activity’s targets and
emissions performance is conducted in relation

to a net zero emissions pathway. The most
recognised pathways include the illustrated
pathways with limited or no overshoot found within
the IPCC 1.5°C Special Report, IEA NZE, the UTS
OECM, and the NGFS 6789 The utilisation of these
pathways is guided by alignment principles and
methodologies, including sector-specific guidance
from SBTi and TPI.

IPCC, Special Report on Global Warming of 1.5°C, 2018.
IEA, Net Zero Emissions by 2050 Scenario (NZE), 2024.
UTS, One Earth Climate Model, 2017.

© ® N o

The shareholders targets apply
to the SPV, the analysis is performed

NO

A 4

YES NO

A 4

No target apply to the SPV, it
is categorised as “lack of data/

with the shareholders targets Not aligned”

Selecting the appropriate emissions pathway

for the activity requires analysis of the emission
scopes included in the pathway and those covered
by the target set by the asset, to ensure they are
compatible. Finding an appropriate sector-specific
pathway can be challenging and, in such instances,
it is possible to select global pathways, though

this carries the risk of deviating from the actual
emissions profile of the activity and undermining
the achievement of decarbonisation targets.

Central Banks and Supervisors Network for Greening the Financial System, 2024.

° OECD, Climate change mitigation scenarios for financial sector target setting and alignment assessment, September 2023.

Not all infrastructure sectors are covered by the
existing pathways and frameworks. The case
of infrastructure is specific because the asset
typology is varied, including production assets
with well-defined 1.5°C pathways (e.g. electricity
eneration) or pure essential infrastructure assets
?e.g. roads, ports, airports, etc.). The latter have
the dual challenge of potentially high embodied
emissions and significant material scope 3
emissions, often linked to the usage phase of
equipment (e.g, cars, boats, planes). In these
cases, while pathways are well-defined for the
modes of transport, there is no clear and specific
pathway for the infrastructure itself. The levers
available to asset managers, whether as owners of
the infrastructure or as debt providers, are mostly
indirect (scope 3) and limited.

lists, for each sector and sub-sector within
the infrastructure asset class: the 1.5°C scenario
pathway, material emissions to consider, and
potential challenges in aligning assets within these
sectors. As an approach to these challenges, we
recommend asset managers adopt methods and
develop evaluation tools that align with the main
principles of the NZIF.

NZIF highlights the development of investor
relevant decarbonisation pathways as an
important advocacy area. The OECD published

a report in 2023 benchmarking the existing
transition scenarios used by financial institutions™.
Its recommendations for institutions developing
these climate scenarios include improving the
transparency, comprehensiveness, and sectoral
granularity to make them more actionable and
help financial actors better guide their investment
decisions. Beyond these reference institution
scenarios, asset managers can refer to specific
industry scenarios (e.g. International Maritime
Organisation) or national scenarios, which are
often granular and aligned with the country’s
targets.


file:///C:\Users\Guy%20Batey\Documents\Sticks\IIGCC\IIGCC%202024\IIGCC%2011%202024%20Private%20Equity%20Infrastructure%20Guidance\Copy\1.5°C
https://www.iea.org/reports/global-energy-and-climate-model/net-zero-emissions-by-2050-scenario-nze
https://www.uts.edu.au/oecm
https://www.ngfs.net/ngfs-scenarios-portal/
https://www.oecd-ilibrary.org/finance-and-investment/climate-change-mitigation-scenarios-for-financial-sector-target-setting-and-alignment-assessment_bcd25b82-en

Table 4: Pathway and decarbonisation levers available for infrastructure sectors

:‘::;:: Sector :?:;‘I'::¥: Scenario IZ::;:L;::‘"‘“I Scope3 | potential methodological and sectoral challenges
Defined IEA NZE
Power generation sector- uTS OEC;\A » Operational Perimeter of emissiops: Upstream emissions can be jncluded into the emission intensity metric, beyond
specific NGES fuel combustion (resource extraction, processing, fuel transportation, etc.)
pathway
+ Value chain complexity: Heat generation typically integrated in broader energy systems (i.e. Combined heat and
power)
. N GlE6T » Pathways available: Heat-specific pathways are challenging to establish due to their strong dependency on electricity
Heat generation pathway NA pathways. Power trajectory can be used, as recommended by SBTi®). The OECM scenario, moreover, provides heat
pathways based on certain end-uses, such as residential and commercial buildings.
Based and adapted from . . ] . . ) i . )
CDP2 « Operational perimeter of emissions: Upstream emissions can be included into the emission intensity metric, beyond
fuel combustion (resource extraction, processing, fuel transportation, etc.)
¢ Category 11: Use of sold N K . . . . .
products « Pathways available: There is no specific pathwoy fpr electricity dlhst.rlbutlon and transm|s§|on. The alignment of these
assets can be assessed through the carbon intensity of the electricity transported, which is produced upstream. These
Energy Transmission No ¢l ° Cq(tje_gory 3 fuell— . assets can also be vjevyed as climqte splutions, givgr) the sigr)iﬁgant global demand to support the electrification of
and Distribution/Power c?tﬁv?gr NA ggtivi?igzrgy relate processes (“Transmission and distribution of electricity” activity in the European Taxonomy)
5 network P y » Embodied emissions: Power networks can have high embodied emissions due to the energy-intensive production of
° * Category 15: materials, the construction and installation processes. There is a need to adopt cleaner production methods and use
b Investments sustainable materials to minimise the overall carbon footprint of electrical networks
° ggézgsoéxé‘ g::&g::ed » Value chain complexity: Incineration emissions are influenced by both the type of fuel used and the waste mix being
processed. While waste management prioritises reduction, reuse, and recycling, with energy recovery as a last resort,
* Category 4: Upstream a company highly committed to reuse and recycling efforts might still see an increase in incineration emissions. This
Transportation and is due to variations in the residual waste composition, highlighting a complex relationship between sustainable waste
Energy from Waste Ng‘tﬁ:zgr NA Distribution practices and emission outcomes.
& v » Category 2: Capital » Pathways available: It is challenging to establish pathways for energy from waste due to the complex nature of its
Goods value chain. Integrated approaches that consider emission reduction pathways through improved fuel mix, reuse,
recycling, landfill diversion, or Carbon Capture Storage and Utilisation (CCUS) can be valuable in highlighting the
transition efforts of these activities.
» Pathways available: The decarbonisation challenge is centred on the carbon intensity of fossil gas within the networks.
. While the role of fossil gas in the energy transition is complex, scenarios typically anticipate a reduction in its share,
Defined IEA NZE, replaced by renewable gases such as biomethane and green hydrogen, potentially involving retrofit initiatives. Asset
Gas hetwork Sse:(t:?ﬁr; UTS OECM, managers can leverage pathways focused on the integration of renewable gases into these networks (e.g. UTS OECM).
chJ)thwqy NGFS » Embodied emissions: Gas networks can have high embodied emissions due to the energy-intensive production

of materials, the construction of pipelines and installation processes. There is a need to adopt cleaner production
methods and use sustainable materials to minimise the overall carbon footprint of gas networks.

" CDP, Technical Note: Relevance of Scope 3 Categories by Sector, June 2024.
12 Listed in order of % share of total Scope 3.
B “The resulting pathway is directly applicable to companies that generate electricity or electricity and commercial heat”, SBTi, 2020.



https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/003/504/original/CDP-technical-note-scope-3-relevance-by-sector.pdf?1649687608
https://sciencebasedtargets.org/resources/legacy/2020/06/SBTi-Power-Sector-15C-guide-FINAL.pdf

Macro

Pathways

Typical material Scope 3

s Sector available Scenario categories Potential methodological and sectoral challenges
. * Pathways available: Pathways related to road transport are generally well-documented in scenarios and primarily focus
Defined ] A N . ! L o ;
IEA NZE, IEA on increasing the proportion of low-carbon vehicles. The methodological challenge lies in identifying the appropriate
Fleet sector- - : P . B -
operators specific ETP, UTS level of granularity to provide distinct pathways for different types of vehicles, such as cars, buses, and trucks. The highly
P gthwq OECM granular scenario commonly used by SBTi is derived from the IEA ETP 2017 and is a beyond 2°C scenario, not strictly
P Y aligned with 1.5°C.
» Embodied emissions: The materials and energy used for vehicles during road construction or maintenance phases
Road can be significant, as can the climate impact of land artificialisation. Additionally, asset managers should remain
transport mindful that while expansion or development projects may help alleviate congestion, they can result in a rebound
. bure effect with increased traffic.
infrastructure | No clear R . L L . . X .
related to pathway NA ¢ Indirect action levers: The most significant source of emissions comes from internal combustion vehicles using the
transport highway. Although the levers of action available to highway operators are indirect, they do exist and involve transforming
the infrastructure into a facilitator of low-carbon mobility. Several solutions are available: installing electric vehicle
charging stations, offering preferential toll rates for carpooling, dedicating lanes to public transport. Beyond their own
emissions, this infrastructure can enable the deployment of renewable energy sources, such as solar PV.
. » Pathways available: While several 1.5°C pathways have been established for the aviation sector, they are challenging
Defined AV'Gt'O‘n and involve the rapid deployment of technologies that are still relatively immature in the market (such as hydrogen or
L. sector- scenario electric aviation), the large-scale adoption of alternative fuels that are not yet widely used (like Sustainable Aviation
Aviation specific (lééCN'le' Fuel), or simply a reduction in air traffic.
pathway NGFS)’ « Value chain complexity: Scaling up Sustainable Aviation Fuels (SAF) will require a significant volume of biomass,
raising concerns about resource availability and competition between different uses, particularly with food production.
12,13
Aviati Based on CDP » Pathways available: Airports have several significant sources of direct emissions, primarily related to the activities they
VI ahon Category 4: host, vehicles and the buildings they encompass. Each of these activities can have its own specific pathways. However,
v Fuel and energy-related the most substantial emissions stem from aircraft fuel combustion. It should be noted that several airports have had
o activities their SBTi 1.5°C targets validated according to the corporate standard without having to include airport emissions.
& Airports No clear NA Several asset managers also incorporate the Airport Carbon Accreditation (ACA) and the 7 levels of accreditation® in
g pathway Category 3: Upstrtzam their analysis, a scheme recognised in carbon management for airports, including target setting.
= transportation an . . . . . . X .
L distribpution « Indirect action levers: Similar to road infrastructure, airports can implement solutions to foster cooperation among
stakeholders and prepare to accommodate new low-carbon technologies, including the availability of SAF and other
Category 1: Purchased innovations.
goods and services » Pathways available: Identifying 1.5°C specific pathways for railways in transition scenarios is challenging: the most
granular scenario from this perspective, used by SBTi, is derived from the IEA ETP 2017 and “below 2 degrees”. It includes
. Well-to-Wheel (WtW) emissions, expressed in absolute or in intensity (gCO /possenger or CO,/tonne-kilometre). The
Locomotives . : 2 A 7 -
UTS OECM, in turn, provides a technology benchmark and tracks the evolution of motorisation/fuel types used for rail,
and wagons No clear IEA ETP, . K . - S -
which can serve as a reference point for target setting. As with road transport, aligning with a percentage of low-carbon
fleetoperators | pathway | UTS OECM ) - ; .
. |ROSCO® technologies used by locomotives versus fossil fuels can be a relevant metric. Asset managers can also focus on
Railway factors such as the country’s energy mix, and the national targets regarding rail transport where the company operates.
Moreover, the rail sector can broadly be seen as a lower-carbon alternative to road and air transport: the European
Taxonomy includes activities such as “Freight rail transport” and “Passenger interurban rail transport”.
A » Embodied emissions: Similar to road transport, the materials and energy used by vehicles for the construction of
Pure rail No clear - e . . i e .
B T et NA transport infrastructure can be significant contributors to emissions. It should be noted that electrified rail infrastructure is
P Y a direct contributor to the transition and the European Taxonomy includes the activity “Infrastructure for Rail Transport.”
Defined Shipping
P scenario « Pathways available: Similar to the aviation sector, the 1.6°C pathways for the maritime sector rely on the deployment
Shipping sector- ) : ) A A
s (IEA NZE, of new technologies and the large-scale adoption of biofuels, which may present challenges related to availability and
operators specific L )
UTS OECM, competition for biomass use.
pathway
Ports NGFS)
« Indirect action levers: Given that the most significant emissions come from the ships themselves, ports can position
Pure port No clear NA themselves as hubs for green innovation, fostering cooperation among various industrial stakeholders. They can invest
infrastructure | pathway in electrification infrastructure, renewable energy sources, or contribute to the overall environmental transition by

investing in carbon capture and transport infrastructure.

4 |EA, Energy Technology Perspective 2017, June 2018.

5 Airport Carbon Accreditation, 7 levels of accreditation.
16 ROSCO = Rolling Stock Companies.



https://www.iea.org/data-and-statistics/data-product/energy-technology-perspectives-2017-2
https://www.airportcarbonaccreditation.org/about/7-levels-of-accreditation/

:‘e:‘::: Sector :?:;‘I'::¥: Scenario z:;;::z:terial Scope3 | potential methodological and sectoral challenges

¢ Category 11: Use of sold
products

e Category 3: Fuel-
and-energy-related » Heterogeneity of activities: The water sector is highly heterogeneous due to the diverse range of activities it

Defined activities encompossgs,.inc_luding woFer extraction, treqtmgnt, distribution, wastewotgr management, and de_solinction. Egch
- sector— [EANZE, |+ Category I5: of these activities involves different technologies, infrastructure, and operational processes, often tailored to regional
Water utilities specific uTS OEC;\/I Investments: needs, environmental conditions, and regulatory requirements. This variability creates a complex landscape with
athwa distinct energy use, emission profiles, and sustainability challenges. Beyond generic target setting, asset managers
P Y » Category 1: Purchased can aim to break down company activities in a granular way to better reflect industrial realities. This can be done by
goods and services adopting specific pathways for vehicles, heat usage, and waste treatment, for example.

e Category 4: Upstream
Transportation and
Distribution

E ¢ Category 11: Use of sold
;" products
<& » Category 3: Fuel- » Heterogeneity of activities: Industrial players in the waste sector often encompass a wide range of activities across
9 and-energy-related the value chain, with diverse infrastructures such as collection, transport, storage, and waste treatment. This variety of
4 activities activities may necessitate segmenting these operations to establish differentiated pathways.
E « Category 15:  Value chain complexity: The waste sector, much like the energy-from-waste sector, operates within a complex value
Investments chain where infrastructure often lacks control over the type and quality of waste streams they process, making it
IEANZE || Category I: Purchased chqlleng.ing to qirectly manage em.is.sions.AThese‘ emissions are partly influepcgq by external factors such .os.regional
N GEET (bioenergy goods cmd. services economic activity andhthe composition of incoming waste, whlch can vary§|gn|ﬁcqptly. An increase in emissions does
Waste pathway and not necessarily reflect inefficiency but can indicate that a region’s economic waste is being systematically managed
waste), |* Category 4: Upstream and treated, preventing potential environmental impacts from unprocessed waste. Addressing these challenges
NGFS Transportation and requires collaboration across the value chain to optimise waste sorting, improve treatment technologies, and reduce
Distribution the carbon footprint of waste management processes.

» Category12:End of life |« pathways availaible: Similar to the Energy from waste activity, it is challenging to establish pathways for the waste
treatment and sold sector due to the complex nature of its value chain. Integrated approaches that consider emission reduction pathways
products through improved fuel mix, reuse, recycling, and landfill diversion can be valuable in highlighting the transition efforts

« Category 4: Upstream of these activities. National targets regarding the waste treatment hierarchy can serve as relevant indicators.
transportation and
distribution

Defined

Data centres sector- SBTI . : ’ I~
g specific guidance « Pathways available: SBTi proposes 1.5°C 2030 pathways for the Information and Communication Technology (IcT)
s pathway . sector. This includes specific trajectories for the data centre operators, the mobile network operators and the fixed
3 - Based on SBTI ICT"™: network operators. SBTi provides absolute emissions reduction trajectories, explaining how the typical intensity
E s ; « Category I: Purchased approach ultimately leads to an absolute reduction in the case of ICT applications, due to its close correlation with
F 2 sector- SBTi gory - . h bon f int of ici i i
£ Fixed networks > ) goods and services the carbon footprint of the electricity consumed _(see Annex B). SBTi ICT proposes three levers to be implemented
£ specific | guidance . ) simultaneously. First the continued implementation of energy efficiency plans, then the switch to renewable / low
8 pathway y Cg;zgsory 2 Capital carbon electricity supply, and finally the encouragement of carbon consciousness among end-users.
ﬁ Defined ¢ » Embodied emissions: The SBTi sector emissions trajectories include embodied emissions while the operator specific
. sector- SBTi trajectories exclude embodied emissions.
Mobile networks specific guidance )
pathway

17 SBTI, Information and Communication Technology sector, 2020.



https://sciencebasedtargets.org/resources/legacy/2020/04/GSMA_IP_SBT-report_WEB-SINGLE.pdf

Putting the
guidance into
practice —setting
net zero targets

NZIF target setting for
Infrastructure

NZIF provides specific guidance for objective
setting at portfolio-level that covers infrastructure
as an asset class, including both equity and debt®.

adapts some aspects of the NZIF.
Component for the Private Equity Industry for the
infrastructure asset class. The alterations have
been made to better reflect the diversity of the
sectors within infrastructure investments.

Portfolio Decarbonisation Reference Objective
(optional)

For different infrastructure types, the emissions
profiles and decarbonisation levers can vary
significantly and are too heterogeneous to provide
a relevant and aggregated view of the portfolio’s
carbon performance. Depending on investment
strategies, the decarbonisation reference targets
may vary and compadrison may be difficult.

The decarbonisation reference objective facilitates
“internal accountability, understanding of why
changes have occurred, and assessment of the
efficacy of net zero strategies in reducing portfolio
emissions™®. It also provides an aggregated view
from the portfolio point of view. However, this
decarbonisation reference should not be used as
an investment decision-making or a target-setting
tool to reduce financed emissions.

8 IGCC, NZIF Component for the Private Debt Industry, May
2024; IGCC, NZIF Component for the Private Equity Industry,
May 2023.

® IGCC, Updated Net Zero Investment Framework, the most
widely used net zero guidance by investors, published as
‘NZIF 2.0°, June 2024.



https://www.iigcc.org/resources/net-zero-investment-framework-component-for-the-private-equity-industry
https://www.iigcc.org/resources/net-zero-investment-framework-component-for-the-private-equity-industry
https://www.iigcc.org/resources/nzif-private-debt-industry
https://www.iigcc.org/resources/net-zero-investment-framework-component-for-the-private-equity-industry
https://www.iigcc.org/media-centre/updated-nzif-2.0
https://www.iigcc.org/media-centre/updated-nzif-2.0
https://www.iigcc.org/media-centre/updated-nzif-2.0

Commitments across the Infrastructure industry

(Between LPs, GPs, PCs)

LPs engage with GPs to
encourage uptake of net
zero commitments

LPs factor net zero
commitment into capital
allocation decisions among
GPs and request regular
updates on progress

GPs consider ability to
transition future PCs to
net zero in investment
decisions

GPs influence PC-level
action by proactively
engaging and providing
meaningful support

LIMITED PARTNERS

Inclusion of infrastructure
assets within scope of portfolio
engagement threshold target

Infrastructure fund level or
portfolio* coverage target

Infrastructure portfolio
relevant decarbonisation
reference target

Infrastructure allocation to
Climate Solutions target

GENERAL PARTNERS

Inclusion of infrastructure
assets within scope of portfolio
engagement threshold target

Infrastructure fund level or
portfolio* coverage target

Infrastructure portfolio
relevant decarbonisation
reference target

Infrastructure allocation to
Climate Solutions target

PORTFOLIO COMPANIES AND PROJECTS
Drive real economy decarbonisation by meeting criteria for
aligning/aligned.

Decarbonisation reference
target

*If more relevant

KEY: Optional targets Mandatory targets

REPORTING
(Between LPs, GPs, PCs)

GP reports to LPs:

-+ Status against net zero
alignment criteria by PC

- Financed emissions by
fund

- % of invested capital
invested in climate
solutions by fund
(optional)

PCs report to GPs:

+ Status against
alignment criteria

+ Scopel, 2,and
material scope 3
emissions



Alignment targets

For infrastructure, NZIF recommends targets

based on the type of investment and investment
objectives (as depicted in ). Some
recommendations are applicable at fund or
portfolio level and more specific target guidelines
are proposed for certain infrastructure assets,
depending on factors such as the type of control or
year of acquisition.

Given the scale and impact of energy

intensive infrastructure assets, it is additionally
recommended that, for infrastructure investments,
100% of carbon-based energy and transport assets
are the subject of collective or direct engagement.

Appendix 2 translates these commitments using
the same format as the Private Equity and Private
Debt guidance?.

Allocation to Climate Solutions
objective

Investment strategies in infrastructure vary
widely and may include investment in climate
solutions or focus on transitioning assets, among
other approaches. For some investors, the share
of climate solutions may represent the majority
of the portfolio and will play an important role in
supporting the transition.

In November 2024, IIGCC published Investing in
Climate Solutions: Renewable energy generation
infrastructure. As IIGCC's first infrastructure specific
climate solutions guidance, it supports investors
to quantify their contribution to scaling renewable
energy generation within the infrastructure

asset class. Beyond this piece of work, we aim to
continue to build out supplementary guidance for
our members on climate solutions, including on
the need for transmission, distribution and storage
systems to support the renewable generation
assets.

Targets for infrastructure GPs and LPs

ENTIRE FUND OR PORTFOLIO

Asset alignment target for increasing the percentage of AUM invested in assets that are:

<5-year

T T

Asset alignment target should increase towards the target of 100% of the assets to be:

By 2040

Investment prior to 2025

100% of assets to be classified as:

By Within 5
years of
2030 investment

Aligned

NB: For fund of funds, the asset owner or asset managers shall
aim, by 2030 at that latest, to only invest with firms or fund
managers who themselves are setting portfolio coverage targets.

Meaningful or control influence is defined as a shareholding of 25
per cent or more and board representation.

20 JIGCC, NZIF Component for the Private Debt Industry, May 2024; IIGCC, NZIF Component for the Private Equity Industry, May 2023.

100% of assets to be classified as:

Aligned

Aligned

NEW OPERATIONAL ASSET WITH MEANINGFUL INFLUENCE OR CONTROL INFLUENCE

Investment after 2025

NEW ASSET IN CONSTRUCTION PHASE
WITH MEANINGFUL INFLUENCE OR

At
investment

CONTROL INFLUENCE

Any investment

Should be at least:

OTHER ASSETS

No further
requirements


https://www.iigcc.org/hubfs/2024%20resources%20uploads/IIGCC%2011%202024%20Renewable%20Energy%20v6.pdf
https://www.iigcc.org/hubfs/2024%20resources%20uploads/IIGCC%2011%202024%20Renewable%20Energy%20v6.pdf
https://www.iigcc.org/hubfs/2024%20resources%20uploads/IIGCC%2011%202024%20Renewable%20Energy%20v6.pdf
https://www.iigcc.org/resources/nzif-private-debt-industry
https://www.iigcc.org/resources/net-zero-investment-framework-component-for-the-private-equity-industry

Modelling portfolios to
set targets

Setting targets is a strategic exercise requiring
several steps which may impact the investment
process. In this context, asset managers can model
their portfolios according to various factors to
refine their projections. depicts various
possible steps, components and hypotheses to
take into account when modelling a portfolio. A
simplified model example is also presented in
Appendix 4.

The first step is to establish the baseline by
analysing each asset in the current portfolio or
fund. This step does not apply to new funds.

The second step involves modelling the portfolio
based on hypotheses. Three types of hypotheses
can be considered: (i) expected asset progress on
the maturity scale over time, (ii) portfolio renewal
and (iii) growth. By varying these hypotheses
and projecting AuM in each category of the
maturity scale over time, a portfolio target can be
determined. This projection is carried out according
to recommendations provided by the NZIF (see
above).

The way the portfolio is modelled can impact how
new investments are analysed. Specifically, the
asset manager can align due diligence with the
Net Zero strategy to determine to what extent, and
within what time frame, the analysed company
can reach the desired level on the maturity scale.

The impact on the investment process: due diligence

Pre due diligence and due diligence

Asset managers are recommended to integrate a focus on decarbonisation plans into their pre-due
diligence and due diligence processes, ensuring alignment with their Net Zero ambitions. This will
enable them to determine to what extent and within what time frame targeted companies can achieve
the maturity scale categories aligned with their Net Zero targets.

Example of detailed decarbonisation strategy including the efforts developed, time horizon and
ambitions

100
90
80
70
60
50
40
30
20

10
0

Decarbonisation levers for a utilities company

2024

. Emissions

Energy management systems to
monitor and reduce consumption

Optimisation of infrastructure
for energy efficiency

Integration of renewable
energy sources

2 3 4 2040

Decarbonisation potential



Steps and considerations for portfolio modelling? .
Portfolio renewal

Baseline modellin
9 To accurately model the fund or portfolio, the lifespan of each asset within it
must be considered. Any asset that exits the fund or portfolio before the target

First step: analyse the fund or portfolio to set a baseline for the target. The
deadline will not be factored into the target.

portfolio is expressed as AuM percentage for each category of the maturity

scale.
Example: Asset A, which is “Aligned”, will exit the portfolio in 2 years. The
Example: 5% first target deadline is in 5 years.
10% 25% ) Asset A will no longer be part of the portfolio by then and will not be part of
Aligned the potential “Aligned” share of the portfolio in 5 years.
Aligning
30% Committed to Aligning Similarly, new assets will enter with a certain level of maturity. Screening these
new assets can be the focus of dedicated strategies, whether it's investing in
Lack of data / Not aligned assets that already have a certain level of maturity or, conversely, supporting
assets that are still at the early stages of their transition journey.
Hypothesis setting Example of strategies:
Second step: set the fund or portfolio evolution hypothesis. Since the hypotheses . Targeting assets that .
are prospective, it is recommended to build at least a conservative, a probable Targetingassetsthat ¢ & “Committed Not applying any
are atleast “Aligning” to Aligning” specific filter

and an ambitious scenario. The hypotheses can include:

Broad investment

More limited investment
universe

Assets progress on the maturity scale
universe
We consider the potential progress of an asset on the maturity scale over a
given time horizon. Sector-by-sector hypotheses can be considered, and an
asset-by-asset review of the existing portfolio provides greater precision.

Higher risk of not

Lower risk of not
achieving target

achieving target

Efforts on Efforts on target Efforts on data

Example: Hypothesis on progress for each asset in the energy sector decarbonisation plan setting collection

co::g:;‘:; to Aligning Aligned Net Zero

Additionally, for all assets that will exit the portfolio before the portfolio-level
lyearafterdeal  2years afterdeal 4 years after deal Case by case target horizon, the asset manager can communicate the efforts and progress
close close close made by the asset in advancing its maturity during the portfolio holding period.

2 This diagram has been adapted from the NZIF.



Portfolio renewal

The overall growth of the portfolio must also be
incorporated into the modelling. Asset managers
can specifically consider strategic directions
regarding sectors. Since sectors vary in terms of
maturity when it comes to data collection and
engagement in the transition, these differences
can be analysed in detail.

Examples of relevant questions related to
fund/portfolio growth

What is the projected annual growth rate?
Are new sectors being targeted?

Will new geographies (with different
regulations regarding environmental
transition) be covered?

Will the AuM amounts per investment
opportunity increase?

How does growth influence the
engagement strategies with portfolio
companies?

Target Re-baselining

Recalculating portfolio baseline year emissions,
or ‘re-baselining’, is a practice that investors may
want to undertake to ensure consistency and
relevance of reported GHG data over time and

to reliably track progress against the portfolio
decarbonisation reference objective?

NZIF recommmends that a re-baselining policy be
established either dynamically, periodically, or on
an ad-hoc basis.

Substantial changes to data
coverage, availability, or quality

Improvements in data coverage, availability, or
quality can significantly alter the baseline. As

more comprehensive data becomes available,
investments previously categorised as ‘Lack

of Data’ may progress to ‘Aligning’ or ‘Aligned’
categories. This shift could result in a revision of the
baseline to reflect the new data landscape and
more accurately assess the portfolio.

An infrastructure fund initially considers
scopes 1 and 2 in its targets and aims

at having 70% of its AuM categorised as
“Achieving Net Zero,” “Aligned,” or “Aligning”
by 2028. Because data becomes available,
the asset manager decides to include
material scope 3 as well. With the new
portfolio analysis, assets that were initially
included in the “Achieving Net Zero,”
“Aligned,” or “Aligning” categories are now
differently categorised. The fund now aims
for 60% of its assets to be in the first three
categories by 2028.

2 JIGCC - NZIF2.0 : Implementation Guidance for Objectives and Targets — September 2024.

Significant shifts in sectoral or
industry exposure

Changes in the portfolio’s exposure to different
sectors or industries can impact the baseline. For
instance, increasing investments in sectors with
lower emissions or divesting from high-emission
sectors will shift the overall emissions profile. These
shifts should be reflected in the baseline to ensure
that targets remain relevant and achievable given
the new industry exposure.

An infrastructure fund initially focused

on renewables and energy production
had an interim target of having 90% of its
AuM categorised as “Achieving Net Zero,”
“Aligned,” or “Aligning” by 2028. However,
a strategic shift and the company’s
expansion now expose it to entirely new
sectors, including waste management,
which is expected to make up one-third of
its activity by 2030. Given the challenges
in accessing data in the waste sector, the
fund has decided to maintain its targets
for assets in its traditional sectors while
incorporating the new sectors into its 2030
goals. It now aims for 55% of its assets to be
in the first three categories.


http://www.iigcc.org/hubfs/TSG section 2 PDRO listed equities.pdf

New money or portfolio growth
(for absolute targets), requiring
attribution for targets

New investments and portfolio growth, especially
relevant for absolute targets, can alter the baseline.
As new capital is deployed, the mix of assets in

the portfolio will change, affecting the baseline’s
composition. Proper attribution of these changes is
essential to maintain the accuracy and relevance
of the set targets.

An asset manager has established its
baseline and has committed to having
70% of its AuM categorised as “Achieving
Net Zero,” “Aligned,” or “Aligning” by 2028.
The asset manager acquires a smaller
infrastructure asset manager, who was
previously not managing its assets within
a transition strategy. Because of the

new assets entering the portfolio, the
baseline is modified. The fund adapts its
target and commits to have 65% of its
AuM categorised as “Achieving Net Zero,”
“Aligned,” or “Aligning” by 2028.




4 Putting the
guidance into
practice — case
studies

The case studies presented below are
intended to demonstrate how asset
managers can analyse assets during

the due diligence phase or engage with
them to drive progress during the asset
management phase. These materials were
prepared and authorised by the case study
subjects and have been anonymised.

4.1 Case study #1
Co-shareholder
Engagement and “Net Zero
Board Paper”

Challenge: A key challenge for asset managers in
pursuing their net zero ambitions lies in aligning
co-shareholders on the necessity, terms and
timelines required to facilitate the asset’s transition
at the point of investment. This alignment is crucial
for the success of the commitment. Furthermore,
given the scale of resourcing and potential
business transformation which will be required to
transition certain assets, a unanimous and fully
aligned board commitment is preferred.

Arjun Infrastructure Partners, an equity investor
specialising in private mid-market infrastructure,
has developed an initiative with practicality,
simplicity and adherence to the NZIF framework at
its core.

Arjun Infrastructure Partners introduced a “Net Zero
Board Paper” designed to align co-shareholders
on a net zero objective and a phased programme
of work ranging from initial baselining, through to
developing a Net Zero Transition Plan for board
review and approval.

The Board Paper is structured into several key
sections, including:

= An introduction, explaining key definitions (such
as “net zero” and “science-based”) and the
financial rationale for a net zero strategy at the
asset level. In particular, the paper explains that
the transition to net zero is an important factor
in the long-term success of the business and
the paper is presented with the intent of being
value accretive.

= Characteristics of a net zero commitment:
outlining the maturity scale and providing
technical details on science-based target
setting.

= Characteristics of a robust Net Zero Transition
Plan (with a focus on the UK Transition Plan
Taskforce).

Board paper resolutions, detailing the
implementation of reporting, target setting, and
the execution of a transition plan, as outlined

in the simplified diagram below. Regular
reporting to the board and approval of key
milestone deliverables is an important part

of the approach. Board approval and regular
oversight is viewed as essential prior to entering
into binding net zero commitments, additional
steps include legitimising the management
resourcing and expenditures necessary to
robustly establish decarbonisation targets and
develop the subsequent transition plan.




Board paper 1year after investment 2years after investment
at the latest

approval at the latest

v/ Implementing an ESG
committee that oversees net
zero alignment including
target setting

term net zero
decarbonisation targets
based on available
scientific pathways and
trajectories (SBTi, IEA NZE,
OECM,..)

v/ Assessing short to medium term
target setting possibilities in the
sector, including overview of
available scientific pathways
and trajectories

v/ Implementing necessary
data collection and
monitoring processes

Board presentation #1 Board presentation #2

This approach has proven effective for several
reasons:

It provides a clear, detailed framework that swiftly
brings the issue to the forefront. This Board Paper
systematises the process, saving valuable time

for co-shareholders, regardless of their current net
zero commitments.

The paper is designed to set deadlines that are not
only feasible within the infrastructure asset class
but also stringent enough to ensure accountability.

The paper takes into account potential
methodological challenges in target setting, and
includes recommendations to leverage specialised
expertise as needed.

Finally, it frames the net zero transition as a
comprehensive strategy—beyond target setting—
requiring a well-structured industrial transition plan
that is cohesive and aligned, while also serving as
a safeguard for asset value preservation.

v/ Drafting short- or medium-

3years afterinvestment
at the latest

v/ Developing decarbonisation
plan for scope 1, 2 and material
scope 3 in line with short- or
medium-term targets and long
term ambition

v/ Implementing
decarbonisation plan

v/ Monitoring climate KPIs

v/ Monitoring climate KPls

Board presentation #3
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4.2 Case study #2
Energy Utility

Please note that these case study materials have
been prepared and authored by the case study
subject.

GENERAL INFORMATION

Sector: Heat and electricity 9
production (Cogeneration plants
and boilers)

Investment type: Majority equity
Size: ~I00GWh, €18M in revenue

Location: Italy

Asset description

The asset is based in Italy and provides services
to one hospital and the district heating. It consists
of three steam generators, four boilers, five
cogeneration plants.

The asset produces 125 GWh of energy in total, with
its activities broken down as follows:

= Electricity generation: 30 GWh

= Heating and cooling generation: 95 GWh

Asset current category on maturity
scale

The asset has disclosed its scope 1 and 2 emissions
both in absolute, and intensity, terms. For this
asset, Scope 3 emissions have been considered
negligible, as the material emissions stem from fuel
combustion and are included in scope 1.

The asset’s emissions have lowered between 2021
and 2023. Based on its current emissions, the asset
has set a long term goal of being net-zero by 2040
and short-term targets at asset level of -230 gCOz/
kWh by 2030 in line with the IEA NZE pathway.

CURRENT ASSET MATURITY

Emissions performance v’

Decarbonisation plan v/ } Aligned
Governance
Aligning

Committed to Aligning

Disclosure

Targets

Ambition Lack of data / Not aligned

To support these targets, the asset has
implemented a robust decarbonisation strategy,
including a CAPEX plan to transition from natural
gas to biomethane, which has a low carbon
footprint. This plan is accompanied by governance
measures, including board compensation linked to
target achievement.

The decarbonisation strategy is a continuous
discussion with the operator to ensure it is
implemented at the right pace, meeting the
targets while maintaining long-term alignment.

Investment context

The asset is majority-owned by the fund and
operated by an industrial player. The fund
itself proactively financed a transition strategy
consultancy to build the roadmap.

The decision to set 1.5°C targets at the entity

level was made when the deal was signed, and
an initial action plan was refined after the first

100 days. Progress is monitored annually, and a
committee has been set up within the company’s
management to oversee that progress.




Decarbonisation
plan

[1/2]
v

Carbon abatement
potential

Decarbonisation levers

Benefits
cost savings,
value chdain, ...

Up to 100%

Emission factor: 0.82 gCO,/
1 BioLNG purchase kWh

(99% reduction vs. natural

CAPEX: €600k-800k
OPEX: €20k/yr + €120/MWh

Increased resilience in a
context of energy crisis

Positive regarding EU ETS
context

gas)
2 Biomethane Purchase Up to 100% CAPEX: None I;%Z?r%%“%}%%r?éﬁn be Positive regarding EU ETS
Agreement Not calculated - low CO, OPEX: €1.7M-3M/yr modulated context
intensity
s Hoat -10% CAPEX: €25M Stroqgldec_?gbonisotiglrm N/A
eat pumps Saving of 12 750 MWh of . possible with renewable
natural gas/yr OPEX: €900k-4M/yr electricity sourcing
~30% CAPEX: €35M isibili i
4 On-site solar PV : Visibility on production and N/A

Saving of 27 780 MWh of
natural gas/yr

OPEX: €1.4-1.5M

associated costs

The asset has chosen mature solutions to reduce emissions, with
all relevant KPIs calculated to validate the effectiveness of this
plan (see table above). To achieve its objectives, the asset has
decided to switch from natural gas to renewable gas, specifically
biomethane, which has a low CO, footprint. To further reduce on-
site energy consumption, the asset will implement heat pumps
and on-site solar PV.

Decarbonisation plan
1. BiolLNG purchase

The asset is setting a bioLNG contract with a supplier for the
provision of biomethane supplied on-site. The CAPEX for this
solution has been calculated to be between €600k and €800k.
This includes the deployment of a storage and regasification
unit. This technology is mature and ensures significant carbon
emissions reduction (up to 99%).

2. Biomethane Purchase Agreement

The Biomethane Purchase Agreement (BPA) offers two main
advantages: Firstly, if the unit does not receive public funding, the
use of guarantees of origin can reduce EU-ETS emissions, leading
to potential cost savings. Secondly, the quantities of biomethane
can be adjusted to cover a variable portion of the plant’s natural
gas consumption, further reducing its remaining emissions.

3. Heat-pumps

Heat pumps are mature decarbonisation levers designed with
robust construction and minimal moving parts, resulting in low
maintenance requirements.

4. On-site solar PV

The asset plans to source electricity from the grid or enter into

a Power Purchase Agreement (PPA) for solar energy production.
While some local solar energy production near the plant is possible,
it may not meet all energy needs. Therefore, this approach

could be combined with a PPA to fully satisfy the asset’s energy
requirements




The four complementary 400
actions each have associated
quantitative decarbonisation 300
potential, enabling the asset
Decarbonisation to meet its set targets. 200
plan

BioLNG purchase

Biomethane Purchase Agreement
Heat pumps

On-site solar PV

hWN -

The first two actions focus on

[2/2] the gas generation activities 100
of the asset, allowing for

v complete decarbonisation 0
of these processes, while the

last two actions target the

remaining emissions.

2024
2025
2026
2027
2028
2029
2030
2031
2032
2033 »
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050

e Scenario pathway « = = = Asset trajectory

The asset began reporting

its emissions in 2021, with
reductions observed in 2022
and 2023. Emissions reported
in 2023 were 339 gCO,/kWh,
already below the scenario
Emission pathway.

erformance
P Emissions further decreased to

v 320 gCO,/kWh between 2022

and 2023, ensuring compliance

with the criteria. The asset will 300
need to continue reducing its 2021 2022 2023
emissions in the coming years

to maintain compliance with
these standards. == Scenario pathway “ Asset past emissions




4.3 Case study #3
Biogas

Please note that these case study materials have
been prepared and authored by the case study
subject.

GENERAL INFORMATION

Sector: Biogas Q
Investment type: Majority equity
Size: ~20GWh/year

Location: France

Asset description

The asset is a methanisation unit producing biogas,
along with an upgrading plant where biomethane
is used as fuel for the transport sector. The plant
produces 20 GWh of biomethane per year, uses
biowaste and residual feed crops as input and
complies with the European RED Il directive.

Asset’s current category on maturity
scale

The asset is fully aligned with the European
Taxonomy and the European RED Il. With emissions
of 44.5 gCO,/kWh, which are below the 2050

levels for gas pathways and with operational
performance that is closely monitored, the asset is
classified as Achieving Net Zero.

To further enhance the positive impact, monitoring
could include additional aspects such as the inputs
used and their yield, the impact on surrounding
water bodies and the valorisation of digestate.

CURRENT ASSET MATURITY

Emissions performance v’
Decarbonisation plan =
Governance v

Committed to Aligning

Lack of data / Not aligned

Investment context

The asset is majority-owned by the fund and
operated by an industrial player.

Progress is monitored annually, and a sustainability
committee has been set up within the company.




Comments on

“Achieving net
zero”

Material emissions in the gas sector primarily stem from extraction and combustion.
Biomethane, however, has a significantly lower emissions intensity (44.5 gCO,/kwh)
compared to the sector average of 300 gCOz/kWh. European requirements, such

as the European Taxonomy and RED I, to which the asset is compliant, have been
considered stringent enough to classify compliant assets as ‘Achieving Net Zero.

European Taxonomy alignment

The asset is fully eligible and aligned with the European Taxonomy across 100% of its
activities with the activity “Manufacture of biogas and biofuels for use in transport and
of bioliquids”. The Taxonomy sets specific conditions for biogas activities, including
criteria on the biomass used (criteria 1), emission reductions compared to the sector
(criteria 2), digestate production (criteria 3), and capture of remaining CO, (criteria 4).
The asset meets all these requirements and also complies with the ‘Do No Significant
Harm'’ criteria, including climate adaptation, water, pollution prevention, biodiversity,
and Minimum Social Safeguards. The EU Taxonomy does not set criteria regarding the
circular economy for this activity.

Substantial Contribution Criteria

1. Agricultural biomass used for the manufacture of biogas or biofuels for use in
transport and for the manufacture of bioliquids complies with the criteria laid down in
Article 29, paragraphs 2 to 5, of Directive (EU) 2018/2001.

Forest biomass used for the manufacture of biogas or biofuels for use in transport
and for the manufacture of bioliquids complies with the criteria laid down in Article 29, N/A
paragraphs 6 and 7, of that Directive.

Food-and feed crops are not used for the manufacture of biofuels for use in transport v
and for the manufacture of bioliquids.

2.The greenhouse gas emission savings from the manufacture of biofuels and
biogas for use in transport and from the manufacture of bioliquids are at least 65 % v
in relation to the GHG saving methodology and the relative fossil fuel comparator set
out in Annex V to Directive (EU) 2018/2001.

3. Where the manufacture of biogas relies on anaerobic digestion of organic material,
the production of the digestate meets the criteria in Sections 5.6 and criteria 1 and 2 v
of Section 5.7 of this Annex, as applicable.

4. Where the CO, that otherwise would be emitted from the manufacturing process is
captured for the purpose of underground storage, the CO, is transported and stored
underground in accordance with the technical screening criteria set out in Sections
5.11 and 5.12 of this Annex.

AN

Does No Significant Harm

Minimum Social Safeguards




The first substantial contribution criteria set out for the ‘Manufacture of biogas and
biofuels for use in transport and of bioliquids activity’ in the European Taxonomy refers
to Article 29, paragraphs 2 to 5, of Directive (EU) 2018/2001, which was amended by
Directive EU 2023/2413, more commonly referred to as RED lll. Article 29 focuses on the
durability requirements of the feedstock.

RED Il

The European Directive RED Ill imposes criteria that must be met to ensure eligibility,
promoting good operational performance which can be considered in line with
‘Achieving Net Zero' requirements.

Emissions requirements

To comply with RED II, the asset faces strict greenhouse gas saving requirements. The
asset’s reported emissions are 44.5 gCOZ/kWh. This represents emissions reductions of
87% compared to the fossil fuel comparator of 338.5 gCO,/kWh (94 g CO,eq/MJ in the
table) for the transport biofuels end-use for assets that have started their operations
after January 202], in line with the 65% required by the directive.

Input requirements

Inputs used must be renewable resources, such as biowaste or specific energy crops,
excluding those from high-value land. The biomass primarily sourced from agri-
waste used by the asset meets this criterion. Inputs from high-value lands in terms of
biodiversity, protected areas, or primary forests are not compliant with RED II.

Traceability and transparency requirements

RED Il requires audits to ensure compliance with its various criteria. The asset has
scheduled annual audits of its activities, including a review of all RED Il criteria. It also
ensures traceability of all inputs through guarantees of origin, regular audits, and
specific documentation related to input sourcing. The asset reports on its emissions
assessments, the origin of its inputs, and its energy efficiency measures.

Before Oct. 2015 50% - -

After Oct. 2015 60% - -

After Jan. 2021 65% 70% 70%
After Jan. 2026 65% 80% 80%
Fossil fuel 94 g CO,eq/MJ 183 g CO,eq/MJ 80 g CO,eq/MJ

comparator




Disclosure

Governance

Decarbonisation
plan

Emissions
performance

v

Additional

comments

Not applicable for Achieving Net Zero assets, as the asset’s emission intensity already meets the levels
required by the sectoral pathway for 2050

Not applicable for Achieving Net Zero assets, as the asset’s emission intensity already meets the levels
required by the sectoral pathway for 2050

The asset discloses its scope 1and 2 Asset emissions reported for the year 2023
emissions. Material scope 3 emissions
could include waste treatment or
upstream emissions; however, these

are not considered the most significant
and may be excluded from the current
analysis. When all data becomes
available, all emissions should be included
in the analysis

Scope1&2

44.5gCO,/kWh nd.

The board oversight for the asset includes a dedicated sustainability committee
responsible for guiding environmental strategy, ensuring compliance with EU Taxonomy
and RED Il standards.

Not applicable for Achieving Net Zero assets, as the asset’s emission intensity already meets the levels
required by the sectoral pathway for 2050

The biogas asset has disclosed its
emissions from its first year of operations,
including scope 1 and scope 2 emissions,
which have remained stable and have
not increased since the beginning of its
operations.

445 445 445

2021 2022 2023

— Asset past emissions gCO,/kWh

Biogas units can monitor sustainability KPIs beyond those outlined in the NZIF to ensure a
positive impact throughout their supply chain. Given their varied operational processes,
biogas assets influence multiple levels of their supply chain, such as enhancing the
resilience of surrounding farms, improving waste management, and reducing energy
dependency. Key material aspects to monitor include the types of feedstock used, water
management practices, digestate valorisation, and carbon emissions, all of which are
critical to maintaining the sustainability and virtuous nature of their operations.




4.4 Case study #4
Greenfield road

Please note that these case study materials have
been prepared and authored by the case study
subject.

GENERAL INFORMATION

Sector: Road transportation
Investment type: Minority equity
Size: ~100km

Location: Australia

Asset description

The asset is a transportation infrastructure project
in Australia, consisting of highways and tunnels,
aimed at improving connectivity and easing traffic
flow in underdeveloped areas. The infrastructure

is currently under construction and expected to be
operational by 2028.

Asset’s current category on maturity
scale

Since the asset meets all the required criteriq, it
is currently classified as ‘Aligning,’ the highest
category attainable for a greenfield asset.

The project has been designed with a focus

on sustainability, particularly in terms of the
construction strategy, including the transportation
of workers and materials, the lighting used in
tunnels, and the energy used for ventilation
systems. The impact of these low-carbon solutions
has been quantified against an official baseline

The assessment will need to be re-evaluated once
the asset becomes operational, following the
evaluation criteria for brownfield assets.

CURRENT ASSET MATURITY

Emissions performance  v”
Decarbonisation plan ~ v*

Governance

) T

Committed to Aligning

Disclosure

Targets

Ambition Lack of data / Not aligned

Investment context

The project is led by a consortium of international
industrial and financial partners.

The project is being developed under an ambitious
Public-Private Partnership (PPP) agreement, where
risks and benefits are shared among stakeholders.

The consortium is responsible for the construction
and commissioning of the motorways and tunnels
and the long-term operation and maintenance
over a 20-year contract.




Ambition

v

Targets

v

Governance

v

Construction
strategy

v

The asset has publicly disclosed its ambition to reach net zero emissions.

The asset has set a target of being net
zero from the start of its operation in 2028.
It should be noted that this target does not
include indirect emissions from traffic.

2028
Net Zero th? start of
operations

The project includes a climate change and
resilience adaptation management plan
aligned with the Australian standard for
climate change risk assessment.

The plan is executed through design and
construction mitigation measures, with
the sustainability team overseeing their
implementation to ensure compliance.

The construction strategy includes
several solutions to reduce the absolute
emissions of the construction phase

by 30% compared to the Infrastructure
Sustainability Council (ISC) verified
baseline.

These solutions rely on mature technology
and the asset has estimated the CAPEX
and OPEX required to implement them
(see table).

Regarding the energy required for the
operation of the infrastructure, the toll
operator will explore options for procuring
residual green energy needed after the
installation of on-site solar panels, during
the construction phase.

Decarbonisation Maturity Capex/
levers Opex
E.fﬁc[ent dimmable Medium
lighting

Use of electric vehicles

for maintenance and High
operation

Installation of PV solar

panels to generate on- Medium
site energy

Steel and concrete mix

design optimisation High

through supplier
engagement

The asset is designed to be net zero from 2028. The approach taken is to minimise
emissions as much as possible before resorting to offsets, which will be used only for the

remaining residual emissions.

NB: currently, this commitment excludes emissions related to traffic, specifically those from
the combustion of fossil fuels in internal combustion engine vehicles using the roads and
tunnels. These indirect emissions are significant and may be addressed through specific
measures, such as tariffs for low-carbon emission vehicles or carpooling, the installation of
charging stations, or the reduction of speed limits.




4.5 Case study #4
Data centre

Please note that these case study materials have
been prepared and authored by the case study
subject.

GENERAL INFORMATION

Sector: Data centre Q
Investment type: Majority equity
Size: total critical power 120MW,

Location: France

Asset description

The asset is a Tier 3 data centre located in France
whose total critical power is 120MW. The site covers
an area of 120m2. The major part of the computing
capacity is used for storing services and with a
small share of computing services.

Asset’s current category on maturity
scale

The asset has only published long term ambitions
of being net-zero by 2040. This enables the
classification of the asset in the ‘Committed to
Aligning’ category.

The asset has not yet met the criteria to move into
the more advanced categories on the scale. To
progress and be considered ‘Aligning’, it will need
to disclose its scope 1, 2, and material scope 3
emissions, set short-term decarbonisation targets
aligned with a science-based net zero pathway,
and establish climate governance measures.

CURRENT ASSET MATURITY

Emissions performance X
Decarbonisation plan X

Governance

Committed to Aligning

Lack of data / Not aligned

X
Disclosure X
b3

Targets

Investment context

The asset is majority-owned by the fund. The
decision to set 1.5°C targets at the entity level was
made when the deal was signed.




The asset has communicated an ambition of being neutral by 2040. This ambition includes
the reduction of the asset’'s carbon emissions and the compensation of the residual
emissions.

The asset has not published any short- or medium-term target.

The asset has not disclosed its carbon emissions.
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The asset has not disclosed governance measures relating to an alignment strategy.
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The asset has not disclosed a decarbonisation plan.

The asset has not disclosed its past emissions.

KPIs to be measured

Data centres can monitor sustainability KPIs beyond those outlined in the NZIF to ensure

a positive impact beyond carbon emissions. Data centres consume large quantities of
energy and water to cool their installations. KPIs such as the Power Usage Effectiveness
(PUE) that measures the energy use efficiency of the data centre, Water Usage
Effectiveness (WUE) that measures the water use efficiency of the data centre, the Energy
Reuse Factor (ERF) that measures the amount of energy reused outside the data centre as
heat for example and the Carbon Usage Effectiveness (CUE) that measures the emissions
of the data centre with an intensity metric can be monitored simultaneously to ensure a
comprehensive view of the impact of the data centre activities.

Additional

comments




Additional

comments

KPIs to be measured [continued]

KPI calculation:

Total energy consumed by the data centre Total water consumed by the data centre
PUE= WUE =
Energy consumed by informatic equipment Water consumed by informatic equipment
Energy re-used Total carbon emissions emitted by the data centre
ERF = CUE=
Total energy consumed by the data centre Energy consumed by informatic equipment

These KPIs are closely related and highly dependent on one another. Typically, as energy
use decreases to cool down the equipment, water use increases. In this case, the PUE
lowers and improves while the WUE increases and deteriorates. Another example of the
relationships between these KPIs is the correlation between the CUE and the ERF. As the ERF
improves and more energy is reused outside the data centre, the carbon footprint of the
data centre is reduced, improving CUE as well.

Decarbonisation levers

Several decarbonisation levers exist in the sector today. SBTi ICT guidance on
decarbonisation trajectories for the data centres sector and for operators for scope 1and

2 by 2030, highlights three levers: (i) the continued implementation of energy efficiency
plans, (i) a switch to renewable / low carbon electricity supply and (jii) the encouragement
of carbon consciousness among end-users.

Three examples of energy efficiency measures include the reuse of heat, the development
of lower energy cooling systems and the switch of backup power and generators. Because
of their processes, data centres produce large amounts of heat that can be valorised for
urban heating:

* In traditional data centres this production of energy is lost. While the recovery of process
heat has great decarbonisation potential, it faces development challenges. It requires
new technologies such as direct water cooling and management of heat production and
demand around data centres. This solution would reduce the carbon footprint of data
centres, as well as their water consumption.

High energy consumption is one of the main challenges facing data centres today and
cooling accounts for nearly half of the data centre power load, therefore data centres
can focus on developing more energy efficient cooling systems. While increasing the
water use of the data centre, the liquid cooling method seems to be the most efficient
solution in comparison to traditional methods such as air-based cooling systems.

Other levers include switching towards low carbon power supply. This includes switching
to renewable energy for operations and changing the storage solutions used in the data
centre. To ensure continuity of service, data centres rely on energy storage, often powered
by fossil fuels such as diesel. Switching to hydrogen or electric battery storage can help
reduce emissions from data centres. This decarbonisation lever has a lower impact than
the previous levers.



https://sciencebasedtargets.org/sectors/ict

5 Appendices

Appendix 1: iCl = NZIF maturity scale correspondence

Not started m Aligned to Net Zero

Not started to measure  Reporting emissions data Planning to reduce Committed to a Delivering against a net
emissions or plan how to but currently no plan in emissions in line with an decarbonisation aligned zero plan and operations
reduce them place to reduce emissions approach agreed with to a transition pathway aligned to science-based
the GP target
No
+ Minimal or no » Measuringscope land 2 - Decarbonisation plan « Committed to near- + Demonstrated YoY correspondence
emissions data emissions from operations, in place but level of term science-based emissions profile in line
+ Nodecarbonisation alongside material scope  ambition not aligned targetaligned to a with pathway
planin place 3 emissions, and making to net zero pathway long-term net zero
data available to fund pathway

m Lack of data [ Not aligning / ... Committed to Aligning m Aligned




Appendix 2: Target for infrastructure GPs and LPs
applying to Asset Managers with meaningful influence
(shareholding of 25% or more and board representation)

Fu.nd vintage alignment COm_mlt.ted to Aligning Aligned Net Zero
milestones Aligning

;:2:5 launched before Not applicable Not applicable Not applicable No later than 2050
Funds launched between . . Within 5 years after

2025 and 2040 Not applicable Not applicable deal close No later than 2050
;::gs launched after Not applicable Not applicable At investment No later than 2050




Appendix 3: Engagement based on influence bands

Asset managers and LPs can have different levels of influence on their portfolio assets depending on the type
of deal closed, leading to different levers to engage the assets to reach targets.

Tables 3 replicates and adapts the Influence Band approach defined in the NZIF Component for the Private
Equity Industry and the Private Debt in the infrastructure sector? 24 The tables cite possible engagement
actions.

Table 3.1: Implementation of Influence Band for Infrastructure Equity

Assetclasses Band | Criteria :.';f‘llzfnce Possible engagement actions
> 50% of board voting
seat appointments strong
Ta (usuqllptphe maiorit (with Engagement directly with portfolio companies (PCs) is expected in pursuing alignment targets or portfolio reference targets
M jority assets)
shareholder)
¢ Inform other board members of your firm’s net zero commitment.
¢ Request that climate risks and opportunities be a regular agenda item for board meetings
DIRECT ¢ Request that the PC be managed in alignment with net zero and that as a first step, management is asked to develop a net zero proposal that
« GPinfrastructure < 50% of board voting Moderate should be presented to the board of directors for a formal vote. The proposal should include:
buyout fund b seat appointment (with ¢ Importance of net zero and business benefits for the company
¢ GPinfrastructure (U,SUO,HY a significant assets) ¢ Action plan for implementation
rowth fund minority shareholder) ) : ) )
9 ¢ Estimates of cost and impact associated with the plan
° fGP continuation  If, prior to investment, the target company is in a high-emitting industry and co-owners are not in agreement to manage the company in
und alignment with net zero, the investment’s potential misalignment with the net zero commitment should be explicitly raised at the investment
committee.
« Communicate with the largest co-owners/shareholders to share your net zero commitment and express your organisation’s desire to have
Limited the portfolio company managed in alignment with net zero.
Ic No board votes (with « If, prior to investment, the target company is in a high-emitting industry and co-owners are not in agreement to manage the company in
assets) alignment with net zero, the investment’s potential misalignment with the net zero commitment should be explicitly raised at the investment
committee.

Z |IGCC, NZIF Component for the Private Debt Industry, May 2024.
% IGCC, NZIF Component for the Private Equity Industry, May 2023.



https://www.iigcc.org/resources/nzif-private-debt-industry
https://www.iigcc.org/resources/net-zero-investment-framework-component-for-the-private-equity-industry

Influence

Assetclasses Band | Criteria Level Possible engagement actions
Universal actions after committing to net zero
¢ Send a letter to all the following: the Chairman of the Board, the CEO, Investor Relations, and the sustainability leader of every GP in which
you invest. The letter should share your commitment to net zero, your expectation of GPs to adopt net zero practices in new funds, and how
consideration of net zero could impact your investment decisions going forward. Request that the GP make their own net zero commitment
and have Limited Partnership Agreements stipulate a commitment to net zero.
Big-ticket investors?® st Universal actions during fund selection
. ron . . . . ) . . s I
2a ond/or first close (with G|g>s) ¢ Engage with senior leaders of the GP, including Investor Relations, to request the fund include a commitment to net zero within the Limited
investors Partnership Agreement. If that is rejected, propose a side letter with the GP that stipulates a commitment by the GP to manage a portion of the
invested capital in line with net zero. The specific percent of invested capital can be negotiated.
¢ LPs can choose to invest with GPs that refuse to align with net zero. But, over time, the proportion of capital that LPs can commit to GPs that
don't manage in alignment will diminish rapidly. LPs should make sure this dynamic is clearly understood by GPs that refuse to align.
Conditional actions during ownership
If you have a Limited Partner Advisory Committee (LPAC) seat:
¢ Request that climate-related performance is integrated into LPAC reporting for the fund.
INDIRECT « If the GP is not meeting its net zero targets, request net zero performance as an LPAC agenda item.
e LPinfrastructure (Iiir:J\:‘ler]SéTUenndtrr;gl(:]Z Moderate If you don’t have an LPAC seat:
gwestrtnent th 2b not included in 2a; (with GPs) | » Engage with other LPs to discuss and seek to collectively push for net zero commitments at the GP level and/or when attending a GP’s annual
o:JZglrJ\tVir?Jg\:{on co-investment investor day, raise net zero as a concern and share your expectation that the GP will commit future funds.
fund « If the GP is not meeting its net zero targets, hold a meeting with sustainability lead and relevant senior leader(s) at the GP to raise your
o LP infrastructure concern and seek assurances the situation will be rectified.
co-investment Universal actions after committing to net zero
* GPinfrastructure  Send a letter to all the following: the Chairman of the Board, the CEO, Investor Relations, the sustainability leader of every GP in which you
fund of funds invest. The letter should share your commitment to net zero, your expectation of GPs to adopt net zero practices in new funds, and how
e LP-led consideration of net zero could impact your investment decisions going forward. Request that the GP make their own net zero commitment
infrastructure and have Limited Partnership Agreements stipulate a commitment to net zero.
secondaries Universal actions during fund selection
¢ Engage with senior leaders of the GP, including Investor Relations, to make clear your commitment to net zero, and how consideration of net
zero will impact your investment decisions going forward. Request that the GP make their own net zero commitment.
¢ LPs can choose to invest with GPs that refuse to align with net zero. But, over time, the proportion of capital that LPs can commit to GPs that
Investment made Limited don't manage in alignment will diminish rapidly. LPs should make sure this dynamic is clearly understood by GPs that refuse to align.
2c through secondaries . -, . . .
(W|th GPS) Conditional actions during ownership

market

If you have an LPAC seat you should:

¢ Request that climate-related performance is integrated into LPAC reporting for the fund.

« If the GP is not meeting its net zero targets, request net zero performance as an LPAC agenda item.
If you don't have an LPAC seat you should:

« Engage with other LPs to discuss and seek to collectively push for net zero commitments at the GP level and/or when attending a GP's annual
investor day, raise net zero as a concern and share your expectation that the GP will commit future funds.

« If the GP is not meeting its net zero targets, hold a meeting with sustainability lead and relevant senior leader(s) at the GP to raise your
concern and seek assurances the situation will be rectified.

% |nvestors with substantial capital commitments to a fund (typically 5 to 10% of the fund size).




Table 3.2: Implementation of Influence Band for Infrastructure Debt

investment

¢ LP-led infrastructure
secondaries

Assetclasses Band | Criteria :-I;I:I'::ance Possible engagement actions
Sole lender or lead arranger of the debt ¢ Engage with PC management with decarbonisation and climate risk as key engagement priorities. This
and/or; Holder of 50%+ of the debt stron could include correspondence, meetings, webinars and/or training. It is important to engage on the PC's
Ta tranche and/or; Board observer seat (with chsm) ambition, disclosures, targets and emissions performance. Governance and climate strategy should also
and/or; Any form of significant equity be engagement priorities for PCs in high impact sectors. Best practice: climate-related margin ratchet
holding in the deal loans / sustainability-linked loans and/or language in loan documentation requiring climate disclosure.
DIRECT The climate related KPIs included may vary across loans. For high impact sectors, in addition to meeting
. GP infrastructure corporate Significant minority holder of the debt Moderate all the required alignment criteria, managers should (1) actively use selection as a tool to identify and/
lendin P 1b tranche (have blocking or veto rights). (with PCs) or avoid and/or select them; (2) use climate-related margin ratchets and /or covenants in related legal
9 Between 25-50% of the debt tranche documentation; (3) ensure such investments have a clear path to net zero by exit from 2040.
) Srp |rrm;:’<vutsr:rgggire venture and « Identify PE sponsors across debt portfolio. Engage with investment leads and/or sponsor’s sustainability
9 personnel on the PC’s ambition, disclosures, targets and emissions performance. Governance and climate
- L strategy should also be engagement priorities for PCs in high impact sectors.
Small participant of tranche: less than Limited
Te 25% (with PCs) ¢ Notify all PE sponsors of Net Zero ambition and targets and introduce NZIF PE framework if they are not
already committed to that.
¢ Provide them with standardised data request for all deals going forward.
¢ GP infrastructure private Any % t he holdi h limited Highl
structured credit d nzcco) re?'?cfnz c?tioggd\?;eigf \I/:/riltlhe Iimittle% (zvith It may not be possible to access underlying PCs. As such, GPs are encouraged to engage with the issuer and
o GPinfrastructure fund/NAV undgrlying c%mpcmy / colléterol PCs) consider, if possible, the issuer’s firm level attributes instead of portfolio companies’ characteristics.
financing
2q Big-ticket investors?” and/or first close | Strong (with | Universal actions after committing to net zero
investors GPs) « Send a letter to all the following: the Chairman of the Board, the CEO, Investor Relations, and the
Investment made during fundraisin Moderate sustainability leader of every GP in which you invest. The letter should share your commitment to net zero,
2b not included in 2a: co—gilnvestmentg (with GPs) your expectation of GPs to adopt net zero practices in new funds, and how consideration of net zero could
! impact your investment decisions going forward. Request that the GP make their own net zero commitment
and have Limited Partnership Agreements stipulate a commitment to net zero.
INDIRECT Universal actions during fund selection
e GP infrastructure ¢ Engage with senior leaders of the GP, including Investor Relations, to request the fund include a commitment
continuation fund across to manage the portfolio in alignment with net zero within the Limited Partnership Agreement. If that is
these strategies rejected, propose a side letter with the GP that stipulates a commitment by the GP to manage a portion of
g ) prop P Y geap
« GP infrastructure fund of the invested capital in line with net zero. The specific percent of invested capital can be negotiated.
funds ¢ LPs can choose to invest with GPs that refuse to align with net zero. But, over time, the proportion of capital
« LP infrastructure investment that LPs can commit to GPs that don’t manage in alignment with net zero will diminish rapidly. LPs should
across private credit (direct make sure this dynamic is clearly understood by GPs that choose not to align.
& indirect) ) Investment made through secondaries Limited Conditional actions
c
¢ LPinfrastructure co- market with GPs If you have an LPAC seat:
Y/

¢ Request climate-related performance integrated into LPAC reporting for the fund.
 If the GP is not meeting its net zero targets, request net zero performance as an LPAC agenda item.
If you don't have an LPAC seat:

« Engage with other LPs to discuss and seek to push for net zero commitments at the GP level and/or when
attending a GP’s annual investor day, raise net zero as a concern and share your expectation that the GP will
commit future funds.

« If the GP is not meeting its net zero targets, hold a meeting with ESG lead and relevant senior leader(s) at the
GP to raise your concern and seek assurances the situation will be rectified.

% Influence level is relative within private credit.

7 |nvestors with substantial capital commitments to a fund (typically 5 to 10% of the fund size).




Appendix 4. Target Setting at portfolio level — a simplified
model example

GENERAL INFORMATION ABOUT THE ASSET MANAGER

Number of Assets: 7

Size: 10 M$ AuM

Investment type: Debt

Localisation: Europe

Investment strategy:

« The asset manager is looking to invest into assets engaged
in their transition journey (“Brown-to-Green”) as well as Climate
Solutions directly contributing to the environmental transition

« The asset wants to set targets in line with the NZIF to
demonstrate its commitment to its clients

1. Baseline modelling

The asset manager analyses its assets against the maturity scale criteria to set the baseline, expressed

as % of AuM
Sector $ AuM % AuM Alignment assessment In |;¢i::=f:Iio Portfolio baseline in 2024 - % AuM

AssetA Energy utility $2.0bn 20% Aligned 2019

AssetB Road $1.8bn 18% “ 2020 Net Zero

AssetC Railway $1.2bn 12% 2021 = Aligned
—_— B Aligning

AssetD Solar energy $0.8bn 8% 2022 Committed to Aligning

AssetE Waste $1.2bn 12% Commiitted to aligning 2023 B Lack of data




2. Hypotheses setting

The asset manager makes assumptions about the progress of each one of its assets and assessed their
expected alignment level at the end of the investment period.

Alignment assessment 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031 | 2032 ‘ 2033

Maturity

Aligned

Committed to ligning L[

| eckotdas [

Sector $ AuM
Asset A Energy utility $2.0bn
AssetB Road $1.8bn
AssetC Railway $1.2bn
AssetD Solar energy $0.8bn
AssetE Waste $1.2bn
AssetF Data centre $1.0bn
AssetG Data centre $2.0bn

7 S N | I A R

2032
2027
2031
Beyond 2033
Beyond 2033
2026
Beyond 2033

$7.2 bn including:
e $2bn
¢ $5.2bn “Aligned”




The asset manager makes assumptions about the new AuM and their progress, depending on sectors:

= arefocusing of the investment strategy on two sectors: energy and digital

a growth of €2 billion in Assets under Management per year, with half allocated to each targeted sector

a minimum of “Aligning” at investment for energy companies, which are considered more mature in their
transition journey, with a two-year period before moving to “Aligned” status.

a minimum of “Lack of data” at investment for digital companies, which are generally considered less
mature in their transition journey, with a one-year period before moving to “Committed to Aligning”,
followed by one year before reaching “Aligning”, and finally two years before “Aligned”.

from 2027 onwards, the asset manager expects the digital sector to be, on average, more mature and will
invest in digital companies with at least “Committed to Aligning” status.

2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031 | 2032 | 2033

Sector $ AuM Alignmentassessment | 2024
Energy $0.5bn

Energy $0.5bn

Energy $0.5bn

Energy $0.5bn

Energy $0.5bn

Energy $0.5bn

Digitall $0.5bn Lack of data
Digital $0.5bn Lack of data
Digital $0.5bn Lack of data
Digital $0.5bn Committed to aligning
Digital $0.5bn Committed to aligning
Digital $0.5bn Committed to aligning

$6 bn including:

¢ $2.5bn “Aligned”
* $2.5bn “Aligning”
* $0.5bn




3. Target setting

The asset manager sets its interim Net Zero Target (5-year target), demonstrating progress for the
“Achieving Net Zero, Aligned and Aligning” categories

Portfolio ($10 bn) Portfolio ($13.2bn)
Baseline in 2024 — % AuM Baseline in 2029 — % AuM

Net Zero
B Aligned
Bl Aligning

Committed to Aligning

B Lack of data

Net Zero
Aligned
Aligning

Committed to Aligning
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