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Introduction 

innogy SE is a European energy company divided into three distinct divisions: (i) Renewables, (ii) Grid and 
Infrastructure, and (iii) Retail. In October 2017, innogy SE developed a Green Bond Framework (GBF) under 
which it issued one green bond in October 2017. The innogy SE GBF allows the financing of Renewable Energy, 
Energy Efficiency, and Clean Transportation projects. The eligibility criteria from the 2017 GBF are described 
below. innogy had engaged Sustainalytics to provide a Second Party Opinion on the 2017 GBF. 
 
On 11 March 2018 RWE and Eon announced a transaction that foresees that innogy’s renewables business 
will be transferred to RWE, while its grid and retail businesses will be moved to Eon. Furthermore, it is 
envisaged that innogy’s capital market debt, including the green bond, will move to Eon as well. That means 
that innogy’s inaugural green bond, which was fully allocated to refinance renewable energy assets, i.e. wind 
energy, will be separated from the renewable energy assets. innogy has identified projects in the grid business 
that meet the eligibility criteria of the 2017 GBF. This creates the option to replace the pool of renewable 
assets with grid assets.  
 
In September 2018, innogy engaged Sustainalytics to: 
(i) Review the grid projects identified that can be used to replace the renewable pool of assets financed 

by the inaugural green bond issuance; 
(ii) Provide an opinion on the continued eligibility of these grid projects under the 2017 GBF;  
(iii) Provide a confirmation on the continued validity of the second-party opinion on the 2017 GBF with 

respect to future green bond issuances. 
 
Eligibility Criteria 

Sustainalytics evaluated the compliance of the grid projects with the following eligibility criteria defined in 
innogy’s existing GBF: 
 
Renewable energy projects: defined as investments in or expenditures for the acquisition, conception, 
construction, development and installation of renewable energy production units, as well as the connection of 
renewable energy production units to the electricity grid and the transportation through the network. 
Renewable energy sources include: 

• On- and offshore wind energy 

• Solar energy (photovoltaic and solar heat) 

• Hydro (as defined in the Climate Bond Initiative taxonomy and aligned with Climate Bond Initiative 
standards, when available) 

• Other sources of renewable energy if and whenever applicable (e.g. geothermal, tidal, new 
technologies) 

 
Energy efficiency projects: investments in, or expenditures for projects that contribute to a more efficient use 
of energy (supply and demand side), such as but not limited to: 

• Energy storage 

• Combined Heat and Power (CHP) (excludes coal generated power) 

• Smart grid, smart meters, smart home solutions 

• Energy efficiency advisory 

• Energy efficient lightning such as LED 
 

Clean transportation projects: investments in, or expenditures for projects that contribute to a reduction of 
emissions in the transportation sector, e.g. charging infrastructure for electric vehicles. 
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Issuing Entity’s Responsibility 

innogy is responsible for providing accurate information and documentation relating to the details of the 
projects that have been funded, including a description of eligible projects. This information was provided to 
Sustainalytics to support its review. innogy is also responsible for confirming to Sustainalytics that processes 
for project selection and management of proceeds for the inaugural and all future green bond issuances will 
remain aligned with the commitments described therein. 
 
 
Independence and Quality Control 

Sustainalytics, a leading provider of ESG and corporate governance research and ratings to investors, 
conducted the verification of the innogy asset pool and provided an independent opinion. The work undertaken 
as part of this engagement included documentation from innogy employees and review of documentation to 
confirm the alignment with the 2017 Green Bond Framework. Sustainalytics made all efforts to ensure the 
highest quality and rigor during its assessment process and enlisted its Sustainability Bonds Review 
Committee to provide oversight over the assessment of the review. 

 
 
Conclusion 

innogy’s eligible assets, (re)financed either by existing outstanding green bond or by future issuances, can be 
related to the following three eligible categories:  
 
(i) Investments to connect renewables (above 30 kW) to the grid; 

 
(ii) Grid investments related to the Energiewende (i.e. German energy transition), i.e. investments in the 

grid to cope with more and more fluctuating feed-in from renewables as well as consumption of 
electricity. innogy has confirmed to Sustainalytics that they will only count 50% of grid investments 
as eligible for green bond proceeds (see also Appendix);   
 

(iii) Smart meter investments.  
 
These types of investments are part of the eligible projects as defined in the 2017 GBF and are in line with the 
Green Bond Principles. In addition, Sustainalytics considers the listed types of expenses as contributing to the 
transition of energy systems towards renewable and low carbon energy: For additional information see 
Appendix.   
 
Based on the limited assurance procedures conducted, nothing has come to Sustainalytics’ attention that 
causes us to believe that, in all material respects, the reviewed bond projects that can be funded through 
proceeds of existing and future green bond issuances are not in conformance with the Use of Proceeds criteria 
outlined in the 2017 GBF. innogy has also confirmed to Sustainalytics that the proceeds of all green bond 
issuances will be managed in alignment with the commitments described in the 2017 GBF.   
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APPENDIX 

 
Impact of use of proceeds: connection of renewables, grid improvements and smart meter investment 

innogy intends to use the bond proceeds to connect renewable power generation facilities (above 30 kW) to 
the grid and for investments in the grid to cope with fluctuations caused by an increased influx of renewable 
energy into Germany’s energy grid. Sustainalytics is of the opinion that the use of the proceeds will contribute 
to the sustainable energy transition movement (Energiewende), as well as to Europe’s climate change 2030 
targets, which include a 40% cut in greenhouse gas emissions (from 1990 levels) and a 27% share for 
renewable energy.1 Germany is aiming for a 61% CO2 reduction (compared to 1990) for its energy sector by 
2030, and to generate 35% of its energy from renewable sources by 2020 and 50% by 2030.2 The connection 
of renewable energy sources to the grid is essential to allow additional renewable energy capacity to enter 
the grid and enable the energy transition. Therefore Sustainalytics considers investments in connecting 
renewable energy source to the grid to contribute to increasing the availability of renewable energy. 
  
Due to the Energiewende and especially the increase in decentral renewable energy generation, the function 
of the German energy grid has changed from solely distributing energy to also enabling the feed-in and 
transport of decentralized renewable electricity production as well as managing its volatility. Previously, 
power from large-scale energy generation was fed into the transmission system operators (TSO) grid and 
from there into the distribution system operators (DSO) grid in order to ensure adequate distribution of 
energy. Due to the increase in decentralized renewable energy production, most renewable capacity in 
Germany is directly connected to the DSO grid, which increases its volatility. 
  
The grid capacity determines the maximum amount of energy that can be distributed. The addition of 
renewable energy to the distribution grid necessitates investments to increase maximum possible capacity 
to accommodate peak load from sources that fluctuate, such as wind and solar. Another reason for which 
investments may be required is an increase in demand, although demand remained flat while renewables 
production connected to innogy’s grid increased between 2013 and 2017, according to numbers that were 
made available to Sustainalytics. Given this function of grid investments, Sustainalytics is of the opinion that 
the intended investments in Germany’s energy grid contribute to enabling the Energiewende and achieving 
Germany’s renewable energy and GHG reduction targets. In addition, Sustainalytics welcomes innogy’s 
confirmation that only 50% of the grid investments are eligible to be financed from green bond proceeds, as 
only one of the two drivers of grid investments are directly connected to the increase in decentralized 
renewable energy. Given that demand remained flat since 2013 but renewables’ capacity increased, 
Sustainalytics considers the 50% to be a conservative percentage.  
 
In addition, proceeds of the green bonds may also finance smart meters, which have the potential to offer 
energy more efficiently to homes and buildings, and reduce energy consumption.3 Smart grids enable the 
use of energy adjusted to local circumstances by providing energy where needed and thus reduces 
inefficiencies in the network. Moreover, the fact that almost 21% of Germany’s electricity consumption in 
2017 came from households4 indicates the potential impact of smart home solutions for the reduction of 
energy use in Germany. 
 
 
 
 

                                                 
1 European Commission, 2030 Climate & Energy Framework, https://ec.europa.eu/clima/policies/strategies/2030_en 
2 German Climate Action Plan 2050; 
http://www.bmub.bund.de/fileadmin/Daten_BMU/Download_PDF/Klimaschutz/klimaschutzplan_2050_kurzf_en_bf.pdf 
3https://www.bundesnetzagentur.de/DE/Sachgebiete/ElektrizitaetundGas/Verbraucher/NetzanschlussUndMessung/SmartMetering/SmartMeter_node.
html 
4 AG Energiebilanzen e.V. Energy Consumption in Germany 2017: https://ag-
energiebilanzen.de/index.php?article_id=29&fileName=ageb_jahresbericht2017_20180420_englisch.pdf 

https://www.bundesnetzagentur.de/DE/Sachgebiete/ElektrizitaetundGas/Verbraucher/NetzanschlussUndMessung/SmartMetering/SmartMeter_node.html
https://www.bundesnetzagentur.de/DE/Sachgebiete/ElektrizitaetundGas/Verbraucher/NetzanschlussUndMessung/SmartMetering/SmartMeter_node.html


Post-Acquisition and Pre-Issuance asset pool review  
innogy Green Bond Framework     

  

 

  
 
 
 
 
 

4 

Disclaimer 

© Sustainalytics 2018. All rights reserved. No part of this second party opinion (the “Opinion”) may be 
reproduced, transmitted or published in any form or by any means without the prior written permission of 
Sustainalytics.  

The Opinion was drawn up with the aim to explain why the analysed bond is considered sustainable and 
responsible. Consequently, this Opinion is for information purposes only and Sustainalytics will not accept 
any form of liability for the substance of the opinion and/or any liability for damage arising from the use of 
this Opinion and/or the information provided in it.  

As the Opinion is based on information made available by the client, Sustainalytics does not warrant that the 
information presented in this Opinion is complete, accurate or up to date.  

Nothing contained in this Opinion shall be construed as to make a representation or warranty, express or 
implied, regarding the advisability to invest in or include companies in investable universes and/or portfolios. 
Furthermore, this Opinion shall in no event be interpreted and construed as an assessment of the economic 
performance and credit worthiness of the bond, nor to have focused on the effective allocation of the funds’ 
use of proceeds.  

The client is fully responsible for certifying and ensuring its commitments` compliance, implementation and 
monitoring. 
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Sustainalytics 

Sustainalytics is a leading independent ESG and corporate governance research, ratings and analytics firm 
that support investors around the world with the development and implementation of responsible investment 
strategies. With 13 offices globally, the firm partners with institutional investors who integrate ESG 
information and assessments into their investment processes. Spanning 30 countries, the world’s leading 
issuers, from multinational corporations to financial institutions to governments, turn to Sustainalytics for 
second-party opinions on green and sustainable bond frameworks. Sustainalytics has been certified by the 
Climate Bonds Standard Board as a verifier organization and supports various stakeholders in the 
development and verification of their frameworks. Global Capital named Sustainalytics the “Most Impressive 
Second Party Opinion Provider in 2017. In 2018, the firm was recognized as the “Largest External Reviewer” 
by the Climate Bonds Initiative as well as Environmental Finance. In addition, Sustainalytics received a Special 
Mention Sustainable Finance Award in 2018 from The Research Institute for Environmental Finance Japan for 
its contribution to the growth of the Japanese Green Bond Market. 

For more information, visit www.sustainalytics.com  

Or contact us info@sustainalytics.com 
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