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ANNUAL REVIEW

Of the Second Party Opinion on the sustainability of France's Green OAT

Moody's ESG Solutions expresses a reasonable level of assurance on the green credentials of the Green
Expenditures associated with all the issuances made in 2021.

Key findings

Contextualization

In January 2017, the French Republic issued the first French sovereign green bond (green OAT 1.75% 25 June 2039) (hereafter
referred to as the “Green OAT"), dedicated to finance expenditures in line with the commitments that France made for the
implementation of the Paris Climate Agreement under the terms of the Energy Transition and Green Growth Act. Agence France
Trésor (AFT), tasked with managing the government's debt and cash positions, had mandated Moody's ESG Solutions as an
independent expert to deliver a Second Party Opinion on the Green OAT Framework.”

On March 16 2021, France issued a second sovereign green bond (green OAT 0.50% 25 June 2044) for an initial amount of €7bn,
governed by the same Framework. Moreover, to maintain the liquidity of this Green OAT through tap issues after the initial
issuance, as for conventional benchmark OATs, the AFT has carried out several reissuances, bringing the total outstanding Green
OAT debt outstanding as of February 9 2022 to €30.9bn under the first bond issue, and €14.2 under the second, for a total of
€44.1bn. Of note, France is also considering one or several issuances of inflation-linked green OAT. The Issuer has formalised in an
annex to the Framework the principles of allocation of Green Eligible Expenditures for inflation- linked green OAT.

The AFT proceeded to set up the Green OAT Evaluation Council, which met for the first time on December 11, 2017. In 2022, the
AFT plans to publish an allocation and performance report, and the Council continues its work on impact reporting, and will
continue to publish reports on eligible green expenditure categories in the coming months.

We express a reasonable level of assurance on the green credentials of the Green Expenditures associated with all the
issuances made in 2021 and on the compliance with the commitments made at the time of the issuance concerning these tap
issues.

Use of proceeds

4 To date, selected expenditures appear consistent with the six Green Sectors initially defined by the issuer in the
“Framework for the Green OAT". We express a reasonable level of assurance on the Issuer's capacity to use the
Green OAT proceeds for projects contributing to climate change mitigation and adaptation, protection of natural
resources and reduction of ecosystems degradation, in line with seven UN SDGs, and in accordance with its initial
commitments.

Evaluation and selection

4 We consider that the overall level of implementation of the issuer’s commitments is advanced, with regards to the
process for project evaluation and selection, the application of eligibility criteria and allocation of proceeds from
the OAT.

Reporting

4 We express a reasonable level of assurance on the Issuer's capacity to report on the funds allocation and on the
environmental performance of Green Expenditures.

https://www.aft.gouv.fr/fr/oat-verte



https://www.aft.gouv.fr/fr/oat-verte

b) . July 2022
MoOODY’S | ESG Solutions
ASSURANCE & PERFORMANCE EVALUATION LEVELS
USE OF PROCEEDS Reasonable
EVALUATION AND
SELECTION Advanced
REPORTING Reasonable




Mooby’s | Juty 2022

SCOPE

Moody's ESG Solutions was commissioned to update its opinion (thereafter “Second Party Opinion” or “SPO") on the
sustainability credentials and management of the Green OATSs issued by the French Republic (the “Issuer” or “France”) in
January 2017 and in March 2021, in compliance with the Green OAT Framework (the “Framework”) created to govern their
issuance.

Our opinion is established according to Moody's ESG Solutions' exclusive social responsibility performance and risk
assessment methodology (Environmental, Social and Governance Factors - ESG) of sovereign issuers and in accordance with
the latest version of the ICMA’s Green Bond Principles (“GBP") - last updated in June 2021.

Our opinion is built on the review of the following components:

1 Green Expenditures 2021: verification of the existence of environmental benefits from the Green Expenditures that
have been financed over the year 2021.

4 Use of proceeds: document-based review of the correspondence of these Green Expenditures 2021 with the
six eligible Green Sectors defined in the Framework.

4 Process for the evaluation and selection of expenditures: review of the transparency and implementation of
Agence France Trésor’s (AFT) commitments regarding the evaluation and selection of Green Expenditures and
the application of the eligibility criteria initially defined by AFT.

4 Reporting: assessment of AFT's ability to report on the allocation, performance and impact of Green
Expenditures 2021, and the compliance of the processes put in place and AFT's reporting with the
commitments made at the time of the inaugural issuance.

T Issuer : evaluation of the issuer's sustainability performance with regards to its contribution to the Sustainable
Development Goals.

4 Comparative analysis, as of November 2021 (date of the last rating cycle), of the level at which the Issuer
commits to integrate into its legislative and regulatory framework and into its public policies the sustainable
development principles and goals as they are broadly defined by international public law conventions, as well
as by the guidelines and recommendations formulated by public international organisations.

Our sources of information are multichannel, combining data (i) gathered from public sources, press content providers and
stakeholders, (ii) from Moody's ESG Solutions’ exclusive ESG rating database, and (jii) information provided from the Issuer,
through documents.

Our opinion and work have been carried out in good faith. Moody's ESG solutions has not performed any audit, site visit,
inspection, nor other tests to establish the accuracy of the information provided by the Borrower. The Borrower is solely
responsible for the correctness of the information it has provided and its compliance with, and implementation of, its
commitments.

We carried out our due diligence assessment from July 5 to July 12t, 2022. We consider that we were provided with access
to all the appropriate documents and interviewees we solicited. Reasonable efforts have been made to verify data accuracy.

Contact

Sustainable Finance Team | clientservices@moodys.com
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ISSUANCE

We express a reasonable level of assurance (our highest level of assurance) on the green credentials of Expenditures
associated with all the issuances made in 2021, those of the inaugural issuance and the tap issues subsequent to it,
and on the compliance with the commitments made at the time of the issuance concerning these tap issues.

Use of proceeds

To date, selected expenditures are consistent with the six Green Sectors initially defined by the issuer in its Framework. We
express a reasonable level of assurance on the Issuer’s capacity to use the Green OAT proceeds for projects contributing to
climate change mitigation and adaptation, protection of natural resources and reduction of ecosystems degradation, in line
with seven UN SDGs.

To date, 59 expenditures have been financed by the issuances carried out in 2021, corresponding in their entirety to the six
Green Sectors initially defined by the issuer in its Framework, namely:

1  Buildings

Transport

Energy

Living resources and biodiversity
Adaptation
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Pollution control and Eco-efficiency

Contribution to the Sustainable Development Goals

We express a reasonable level of assurance on the Issuer’s capacity to use the OAT proceeds to finance projects contributing to
climate change mitigation and adaptation, protection of natural resources and reduction of ecosystems degradation, in line with
seven of the 17 United Nations’ Sustainable Development Goals (UN SDGs).

We consider that the Green Sectors targeted by the Green OAT are likely to contribute to the following UN SDGs: Goal 7.
Affordable and clean energy, Goal 9. Industry, innovation and infrastructure, Goal 11. Sustainable cities & communities, Goal
12. Sustainable consumption & production, Goal 13. Climate action, Goal 14. Life below water and Goal 15. Life on land.
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Evaluation and selection

We consider the overall level of implementation of the Issuer’'s commitments to be advanced, in terms of the project evaluation
and selection process, the application of eligibility criteria and the allocation of proceeds from the OAT.

The process for projects evaluation and selection obeys to a structured and controlled process, in line with France's
environmental policies.

1 The selection and validation of Green Expenditures was ensured via an inter-ministerial working group, put in place
by the Prime Minister's cabinet and involving the concerned ministries (Ministry of Ecological and Solidarity
Transition, Ministry of Economy and Finance, Ministry of Public Accounts Action, Ministry of Higher Education,
Research and Innovation, Ministry of Territorial Cohesion and Relations with Territorial Collectivities, Ministry of
Agriculture and Food and Minitry of Europe and foreign affairs).

1  All Eligible Expenditures were publicly documented, and a record of decisions was established for inter-ministerial
working group meetings, enabling the traceability of selection decisions.

1 Selection and exclusion criteria, notably based on the Greenfin label (previously named the “Energy and Ecological
Transition for Climate” label), appear to have been appropriately applied during the evaluation and selection of
Green Expenditures.

We note that the Expenditures selected as eligible for both 2021 and 2022 were presented and approved by the
Evaluation Council, composed of international experts.

1  Asageneralrule, when draft legislation is transmitted to Parliament, it is accompanied by an impact study covering
their economic, financial and social implications. In addition, and more specifically, the environmental benefits of
the Green OAT's Expenditures are the subject of specific studies supervised by the Green OAT Evaluation Council,
including an analysis of mitigation measures for the associated risks. After publishing reports on the Energy
Transition Tax Credit (CITE), on French navigable waterways, on the National Forestry Office, and on the Program
for Future Investments (PIA), the Council intends to examine the various eligible expenditure categories one after
the other.

Reporting

We express a reasonable level of assurance on the issuer's capacity to report on the funds allocation and on the environmental
performance of Green Expenditures.

The Issuer produces a report combining allocation reporting and performance reporting. This report will be supplemented by
the publication of an ex-post evaluation report, carried out under the supervision of the Green OAT Evaluation Council.

Issuer's capacity to report

Indicators on funds allocation are reported. In addition, the issuer provides information on the environmental performance of
the Green Expenditures. These are based solely on existing State's expenditures indicators and mainly on performance
indicators identified in existing government budget documentation, specifying calculation methodologies. The AFT has
selected 45 performance indicators, whose relevance was assessed by an independent third party.

External reviews

In addition to the audits carried out by the Court of Auditors, France has committed to have its report on the funds allocation
reviewed by an independent auditor, covering:

9 All operational processes leading to the allocation of eligible Green Expenditures backed by OAT issuances in 2021.

1  The proper implementation of eligible Green Expenditures.
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According to the Sovereign Sustainability Rating © last updated by Moody's ESG Solutions

(MESG) in November 2021, France received a rating of 82/100 which indicates an overall
advanced sustainability performance. France ranks 4th out of 178 countries rated in our global

r\ Level of the Issuer's sustainability performance

sovereign sustainability index, and also 4th out of 37 OECD countries” rated by MESG.?

MESG's assessment of the Issuer's sustainability performance is based on publicly available
information and statistics derived from sources that have been agreed for use in the data
collection and rating methodologies for the Sovereign Sustainability Rating.

France has an advanced performance across all three pillars: Environmental Responsibility (75/100), Social Responsibility
(81/100), and Governance Responsibility (89/100).

PILLAR

Environmental
Responsibility

COMMENTS

France has an advanced performance in the Environmental Responsibility pillar,
however its score of 74/100 is the lowest across the three pillars of sustainability. The
country ranks in the top quartile in MESG's rated sovereign universe (10% out of 178)
and ninth in the OECD group.

France has ratified all the international environmental conventions included in our
rating framework, including the Paris Agreement, the Convention on Biological
Diversity, the United Nations Framework Convention to Combat Desertification, the
Stockholm Convention on persistent organic pollutants and the Aarhus Convention
on access to environmental justice.

As a member of the European Union (EU), in December 2020, France committed,
jointly with the EU member countries, to an updated and enhanced target of a net
domestic reduction of at least 55% in GHG emissions by 2030, compared to 1990
levels.* France has the fifth lowest carbon intensity per unit of economic output (0.10
kg per PPP USD of GDP%) in the OECD group. However, the country needs to
strengthen its efforts to reduce consumption-based and transport emissions.

France performs well in most indicators that measure air pollution. The country's
urban pollution levels fare below the OECD average - e.g. the annual mean levels of
fine particulate matter (PM2.5) in cities (population weighted) was 12.2
microgram/m3 in 2016.% Air emissions per capita, including emissions of sulphur
oxides (SOx), nitrogen oxides (NOx), carbon monoxide (CO) and volatile organic
compounds (VOC), are below the OECD average, however CO and VOC emissions
have the highest levels of the four.” Energy efficiency and transition to renewable
energy are areas that need improvement. The country has the seventeenth highest
energy intensity (3,692 kg of oil eq./capita?) and the eight lowest production of
electricity from renewable sources excluding hydropower (6.2%°) in the OECD group.
Areas related to biodiversity protection, green growth and the transition to a circular
economy also need improvement.

Regarding biodiversity, France has a mixed performance on ecosystem management.
The country has developed a reasonable coverage of protected areas aimed to

PERFORMANCE
LEVEL

Advanced

Robust

There are 37 countries that are members of the Orianization for Economic Cooperation and Development (OECD): Australia, Austria, Belgium, Canada, Chile,




