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This Framework describes how the
UK Government plans to finance
expenditures through the issuance
of green gilts and the retail Green
Savings Bonds that will be critical

in tackling climate change and
other environmental challenges,
funding much-needed infrastructure
investment, and creating green jobs
across the UK.

It sets out the basis for identification,
selection, verification and reporting
of the green projects that are eligible
for financing from the proceeds of
the UK Government's green gilt
programme and the retail Green
Savings Bonds. The Framework
aligns with the 2021 International
Capital Market Association (ICMA)
Green Bond Principles.

1.
Introduction
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The UK as a
Global Climate and
Environmental Leader

141
Climate Leadership

The United Kingdom is committed

to leading global efforts to combat
climate change. This leadership

has been long established, with

the UK signing the United Nations
Framework Convention on Climate
Change (UNFCCC) in 1992 and the
Kyoto Protocol in 1997. The UK has
continued its leadership by becoming
a signatory of the Paris Agreement; by
committing to the UN 2030 Agenda
for Sustainable Development; and,

in 2019, by becoming the first major
economy to legislate for net zero.

This commitment to reach net zero
greenhouse gas emissions by 2050
while also growing the economy aligns
with the Paris Agreement target, which
requires global net zero emissions by
mid century. The UK has already cut its
emissions by 43% since 1990, which is
the fastest among theG7 countries.

In the 2008 Climate Change Act, the
government legislated for long term
legally binding targets to reduce
emissions, known as carbon budgets.
These targets will ensure that the

UK remains on track to reduce its
contribution to climate change in line
with the Paris Agreement goal to limit
global warming to well below 2°C and
pursue efforts towards 1.5°C.

The UK is already working towards

its commitment to reduce emissions
in 2030 by at least 68% compared to
1990 levels. In April 2021, the UK also
announced that it will accelerate this
commitment, and has now set in law
the world’s most ambitious climate
change target: a 78% reduction in
carbon emissions by 2035 compared
to 1990 levels (see figure 1 below). For
the first time, the UK's climate law will
also extend to the country’s share of
international aviation and shipping (IAS)
emissions. This will bring the UK more
than three-quarters of the way to net
zero by 20507

The UK is at the forefront of leading
on international climate cooperation
to ensure that the ambitions of the
Paris Agreement come to fruition.

UK International Climate Finance (ICF)*®
plays a crucial role in addressing
global climate change. In 2019, the

UK Government announced plans to
double its provision of international
climate finance to £11.6 billion over the
period 2021 - 2025 to help support
developing countries respond to the
challenges of climate change.

Climate Change Committee Carbon Budgets, Climate Change Committee, 2008

LUK enshrines new target in law to slash emissions by 78% by 2035, BEIS, April 2021

YUK International Climate Finance is a UK Government commitment to support developing countries to respond to the
challenges and apportunities of climate change.

*United Kingdem Biennial Finance Communication to the United Natiens Framework Convention on Climate Change
December 2020: UK Government, December 2020




Figure 1

11.2
Environmental
Leadership

The UK recognises that combatting
climate change and protecting the
natural environment are interlinked

challenges. The UK's approach reflects
the fact that tackling these issues will

play a vital role in long term national
economic prosperity and wellbeing.
The UK Government has committed
in its 25 Year Environment Plan®

to, within a generation, leaving the
natural environment in a better

condition than when it was inherited.

The plan, published in 2018, sets
out a comprehensive strategy for
achieving cleaner air and water,
reducing waste, using resources
more efficiently, ensuring thriving
plants and wildlife, and connecting
more people with nature.

% 25 Year Environment Plan, Defra, 2018

— 1000
4]

g 900

Y. 800

o

O 700

2 600

175 ]

< 500

£ 400

E

E 300

= 200

c

o 100

2 0

E o Ty} (=}
N & g <

The recommended Sixth Carbon Budget

5000 = Headroom for |1AS
4500 Emissions
' w
4,000 8” = Past Carbon Budgets
3,500 E Active Legislated
3000 % Carbon Budgets
[=)]
2500 B — Historical Emissions
o
2000 ¢ -- TheBalanced
1,500 g Met Zero Pathway
o
1,000 =
500 ﬂ;i'.’, Source: The Sixth Carbon Budget:
Ly The UK's path ta Net Zero
8] Committee on Climate Change
HMT update of CCC analysis

In February 2021, HM Treasury published
the Dasgupta Review: the first ever
independent, global review of the
economics of biodiversity® commissioned
by an Economics and Finance Ministry.
This review set out a framework for
incorporating nature into economics

and decision-making. It highlighted that
significant declines in biodiversity are
undermining the productivity, resilience
and adaptability of nature.

The UK Government published its
response to the Review in June 2021,
setting out the actions it will take in
response to the Review. The Government
agreed with the Review'’s central
conclusion: nature, and the biodiversity
that underpins it, ultimately sustains our
economies, livelihoods and well-being.
The Government is committed to
delivering a ‘nature positive’ future, and
to ensuring that economic and financial
decision making, and the systems and
institutions which underpin it (including
this framewaork), are geared towards
delivering that nature positive future.

% The Economics of Blodiversity: The Dasgupla Review, Sir Partha Dasgupta, February 2021




1.2

The UK’s Climate and
Environmental Vision

The UK is setting out ambitious

plans to help meet its environmental
commitments. As part of a new set of
emissions targets on the path to net
zero, in April 2021, the UK Government
set a medium term target for its 6th
Carbon Budget spanning 2033-37

at 78% reduction in greenhouse gas
emissions compared to 1990 levels: a
commitment to reduce emissions at the
fastest rate of any major economy. This
target, the UK’s Nationally Determined
Contribution (NDC) under the Paris
Agreement, and the domestic Net Zero
target will require major infrastructure
investments, including transport
electrification, expansion of renewable
and low-carbon power generation, as
well as the development of low carbon
hydrogen technologies.

Figure 2
The Balanced Net Zero
Pathway for the UK

The UK Government will actively
support the research and development
of innovative technologies required

to meet the Net Zero target, whilst
crowding-in private investment through
regulatory levers. Many innovative
technologies already exist but may
require further investment to become
cost competitive and to be proven at
scale. The UK Government can help
increase certainty and reduce the cost
of capital but may also in some cases
want to provide more direct support’.
For example, the Prime Minister's

Ten Point Plan® for a Green Industrial
Revolution included a £1 billion Met
Zero Innovation Portfolio® to accelerate
the commercialisation of low-carbon
technologies, systems and business
models in power, buildings, and industry.
The Portfolio will decrease the costs of
decarbonisation and set the UK on the
path to a low carbon future.
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"Met Zero Review Interim Report, HM Treasury, December 2020
The Ten Point Plan for a Green Industrial Revolution, BEIS, 2020
?Net Zero Innovation Portfolio, BEIS, March 2021




In November 2020, the Prime Minister's In response to the Dasgupta Review,

Ten Point Plan for a Green Industrial the government announced that it will
Revolution set out plans to protect the also legislate to introduce biodiversity
environment, boost green jobs and net gain for new MNationally Significant
accelerate our path to net zero by 2050. Infrastructure Projects in England.

This included committing to ending the
sale of new petrol and diesel cars and
vans in 2030; protecting the natural
environment; developing innovative
clean energy technologies for making
homes and buildings net zero ready;
setting up a Carbon Capture and Storage
(CCS) Infrastructure fund; and driving
additional investment in renewable
energy such as offshore wind.

The Nature for Climate Fund aims to
support a step change in woodland
creation and peatland restoration in
England over this Parliament, with the
UK targeting 30,000 hectares of new
tree cover a year by 2025 UK-wide.

The National Infrastructure Strategy (the
“NIS")* published in 2020 set out how
the government will transform the UK's
infrastructure, including to support
meeting the UK’s

net zero emissions target by 2050,

As part of this, the government has
launched the new UK Infrastructure Bank
(UKIB). Helping to tackle climate change,
particularly meeting our net

zero emissions target by 2050, is one

of the Bank's core objectives, alongside
supporting regional and local economic
growth. The Bank will make investments
in line with its investment principles, in
order to ‘crowd-in’ private investment

in support of its two objectives.

The government’s world-leading
Environment Bill" is legislating a
framework for new legally binding
environmental improvement targets

for waste, water, air, and biodiversity,
which will support the long term
objectives in the 25 Year Environment
Plan. Environmental considerations

will also be embedded into policy making
across government. These reforms will
drive investment in green infrastructure.
The UK is mandating net biodiversity
gains for new developments, to ensure
that much needed new homes do not
come at the expense of vital biodiversity.

¥ Wational Infrastructure Strategy, HM Treasury, 2020
"Environment Bill 2020, Defra, 2020




1.3

Green Finance as a
Driver of Environmental
Sustainability

The UK's ambition is to be the global
leader in green finance by designing
and delivering financial services that
are better, more innovative, and more
efficient. A green financial services
system represents an opportunity for
the UK and the City of London which
will help catalyse the transition to a
green economy.

In 2019, the UK developed a Green
Finance Strategy™ to align private
sector financial flows with clean,
environmentally sustainable and
resilient growth, and to ensure the
UK’s long term competitiveness.

The UK has established the Green
Finance Institute, which is playing an
integral role in supporting delivery of
our Green Finance Strategy and driving
the mainstreaming of green finance in
the UK and abroad.

To achieve the goals of the Paris
Agreement, all finance will need to
incorporate the financial risks and
opportunities presented by climate
change and other envircnmental
challenges. In line with the
recommendations of the Task Force

on Climate-related Financial Disclosures
("TCFD"), the UK announced in
November 2020 that it would become
the first major economy to introduce
mandatory reporting of climate-related
financial information across the
economy by 2025, with the vast
majority of requirements to be in

place by 2023". The UK brokered an
agreement among G7 leaders to move
towards mandatory climate disclosures at
the 2021 meeting. The UK is also working
with international partners to promote
market-led action on enhancing
nature-related financial disclosures
through the Task Force on Nature-related
Financial Disclosures (“TNFD”)".

In addition, the UK will implement

a green taxonomy'™ defining which
economic activities are environmentally
sustainable, in order to improve
understanding of the environmental
impact of firms’ activities and
investments. In June 2021, the
Chancellor announced the formation of
The Green Technical Advisory Group
(GTAG) consisting of 18 experts. The
work of the GTAG is expected to run for
at least two years. It will provide initial
recommendations to the Government
in September 2021%,

Combined, these measures will provide
investors with a clear framework to
support the government in delivering
the low carbon finance needed for the
net zero economy by 2050,

2 UK Green Finance Strateqy, July 2019

BTCED taskforce roadmap, HM Treasury, Movember 2020

"THED, 2020

"B Chancellor's plans for future of UK financial services,
Movember 2020

% Independent expert group appointed to advise
Government on standards for green investment,
HM Treasury, June 2021




The UK’s Green Finance Strategy

Greening Finance

Mainstreaming climate and
environmental factors as a
financial and strategic imperative

«  Establishing a shared
understanding

«  Clarifying roles
and responsibilities

«  Fostering transparency and

embedding a long-term approach

»  Building robust and
consistent green financial
market frameworks

0D
=

Green Finance
Institute

— &

Source: UK Green Finance Strateqy, UK Government, July 2019

Financing Green

Mobilising private finance
for clean and resilient growth

-

Establishing robust, long-term
paolicy frameworks

Improving access to finance
for green investment

Addressing market barriers
and building capability

Developing innovative approaches
and new ways of working

Capturing
the Opportunity

Affirming UK leadership
in green finance

Consolidating the UK’s position
as a global hub for green finance

Positioning the UK at the forefront
of green financial innovation and
data and analytics

Building skills and capabilities
in green finance



1.4

Sovereign Green Gilt
Issuance and Green
Savings Bonds

HM Treasury will issue the UK's
first sovereign green gilt in 2021 by
the UK Debt Management Office.
HM Treasury intends to follow up
with a series of further issuances
to build out a green yield curve.

Additionally, the UK will launch a
world-first green retail product: the
Green Savings Bonds via National
Savings and Investments ("NS&I") —
the UK Government’s retail savings
organisation — to enable individuals
to support green projects.

These will play a central role in
its efforts to mainstream green
finance products, attract dedicated

funding for climate and environment

objectives, deliver much needed
infrastructure improvements, and

create green jobs across the country.

10



1.5

Considering the
Social Co-Benefits
of Green Investment

The path to net zero and nature

positive will bring new employment
opportunities. For example, new offshore
wind, hydrogen and CCS industries

may help support new jobs while also
pushing forward the UK government’s
levelling up agenda to invest in regional
economies. It is estimated that these
projects could support up to 60,000 jobs
for offshore wind and up to 8,000 jobs
for hydrogen projects in 2030". The
programme to retrofit buildings could
also result in an increased trained
workforce of up to 230,000 by the

end of the decade® (see figure 3).

Figure 3

Employment in low- carbon
heating and energy efficiency
(2020-2050)

At the same time, where jobs may

be lost (for example, in oil and gas
extraction and refining), the UK
Government is committed to supporting
workers to transition to being a part of
the new low-carbon workforce, whether
within companies undergoing their own
transitions or beyond.

The UK is committed to honouring its
commitments within the Paris Agreement
to recognise the imperatives of a just
transition of the workforce and the
creation of decent work and quality jobs
in accordance with nationally defined
development priorities. To evidence this
commitment, HM Treasury intends

to report on the social co-benefits

of the Eligible Green Expenditures,

as described in this Framework, in
addition to the environmental impact

of such expenditure.
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