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Introduction

In 2022, the Central American Bank for Economic Integration (“CABEI") issued its fifth social bond, raising
USD 50.40 million in the Japanese market (the “2022 Japanese Social Bond”) to finance projects intended to
support rural electrification in Nicaragua. In 2024, CABEI engaged Sustainalytics to review the projects
financed with proceeds from the 2022 Japanese Social Bond (the “Nominated Expenditures”) and provide an
assessment as to whether the Nominated Expenditures meet the use of proceeds criteria and whether CABEI
complied with the reporting commitments in the CABEI Social Bond Framework (the “Framework”).!
Sustainalytics provided a Second-Party Opinion on the Framework in January 2021.2 This is Sustainalytics’
second annual review of allocation and reporting of the instruments issued under the Framework, following a
previous review in July 2023.3

Evaluation Criteria

Sustainalytics evaluated the Nominated Expenditures and CABEI's reporting based on whether they:

1.  Meet the use of proceeds and eligibility criteria defined in the Framework; and
2. Reported on at least one key performance indicator (KPI) for each use of proceeds category defined
in the Framework.

Table 1: Use of Proceeds Categories, Eligibility Criteria and Associated KPIs*

Use of
Proceeds Sub-category Eligibility Criteria Key Performance Indicators
Category
) ) — Installed capacity of rural
- Creation, expansion and/or electrification projects
Mordsle | qusldedopment | TATITECEStpble - (awerc
asic ot . .
Infrastructure (Electrification) interconnectivity in rural — New population with
areas. access to energy (number
of habitants)

Issuer’s Responsibility

CABEI is responsible for providing accurate information and documentation relating to the details of the
projects, including descriptions, amounts allocated and impact.

1 CABEI, “CABEI Social Bond Framework”, (2020), at:
https://www.bcie.org/fileadmin/bcie/espanol/archivos/novedades/publicaciones/institucionales/Final_SBF_CABEI_FINAL.pdf

2 Sustainalytics, “Second-Party Opinion, CABEI Social Bond Framework”, (2021), at:
https://www.bcie.org/fileadmin/bcie/espanol/archivos/novedades/publicaciones/institucionales/Central_American_Bank_for_Economic_Integration_S

PO_FINAL-1.pdf

3 Sustainalytics, “Annual Review, Central American Bank for Economic Integration ”, (2023), at: https://mstar-sustops-cdn-mainwebsite-
s3.s3.amazonaws.com/docs/default-source/spos/cabei_japan-social-bond-2022_annual-review-2023.pdf

4 The Nominated Expenditures are all in the Affordable Basic Infrastructure category.
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Independence and Quality Control

Sustainalytics, a leading provider of ESG research and ratings, conducted the verification of the use of
proceeds from CABEI's 2022 Japanese Social Bond. The work undertaken as part of this engagement included
collection of documentation from CABEI and review of said documentation to assess conformance with the
Framework.

Sustainalytics relied on the information and the facts presented by CABEI. Sustainalytics is not responsible,
nor shall it be held liable for any inaccuracies in the opinions, findings or conclusions herein due to incorrect
or incomplete data provided by CABEI.

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 of the review.

Conclusion

Based on the limited assurance procedures conducted,5 nothing has come to Sustainalytics’ attention that
causes us to believe that, in all material respects, the Nominated Expenditures do not conform with the use
of proceeds criteria (with one exception identified) and reporting commitments in the Framework. CABEI has
disclosed to Sustainalytics that the proceeds from the 2022 Japanese Social Bond were fully allocated as of

April 2023.
Detailed Findings
Table 2: Detailed Findings
Error or
RErau'ir:':xZ:'nkts Procedure Performed Factual Findings Exceptions
q Identified
Verification of projects to Eseeﬁcémlj?:;ecdom |
Use of Proceeds | determine alignment with the use witph the use of rocheds Exception
Criteria of proceeds criteria outlined in the iteria with P identified
Framework. criteria with one

exception.b

Verification of projects or assets to CABEI reported on at

Reporting determine if impact was reported in least one KPI per use of | None
Criteria line with the KPIs outlined in the
proceeds category.
Framework.

5 Sustainalytics’ limited assurance process includes reviewing documentation relating to details of projects, as provided by the issuing entity, which is
responsible for providing accurate information. These may include descriptions of projects, estimated and realized costs, and reported impact.
Sustainalytics has not conducted on-site visits to projects.

6 Sustainalytics notes that in addition to financing rural electrification projects, CABEI has also financed electrification projects in small vulnerable urban
settlements in underserved municipalities or associated semi-urban vulnerable areas with existing yet unregulated electricity access.
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Appendix

Appendix 1: Allocation and Reported Impact

100% of the proceeds of the 2022 Japanese Social Bond were allocated to new disbursements.

Table 3: Allocation Reporting and Reported Impact for the 2022 Japanese Social Bond’”

e e Social Impact Allocation
I(’:roceeds Sub-category Project Description Reported® (USD million)
ategory
3,465 km of electric

Extension of the PNESER distribution lines

Program Section C in

Nicaragua - Increase 114,050 households

national electricity coverage with new
Affordable Rural through rural electrification connections to the
Basic development and improve the quality of grid 50.40
Infrastructure | (Electrification) | electricity se.rvice in small 114,050 beneficiary

settlements in underserved e

s families

municipalities or the

associated semi-urban 62,088 MWh/year in

vulnerable areas.® non-technical losses

reduction

Total Net Proceeds Allocated (USD million) 50.40
Total Unallocated Amount (USD million) 0
Total Net Proceeds Raised (USD million) 50.40

7 The reporting period is May 2023 to August 2024.

8 Expected impact. CABEI intends to report on actual impact once the projects are complete.

9 CABEI has communicated to Sustainalytics that this project consists of two components: a) providing electricity in rural areas (approximately 70% of the
allocated proceeds); and b) improving connectivity between underserved and vulnerable urban settlements (approximately 30% of the allocated proceeds).
The latter component consists of the provision of public street lighting and energy meters for settlements with existing yet unregulated electricity access.
CABEI has further communicated to Sustainalytics that vulnerable urban settlements refer to small settlements in underserved municipalities or the
associated semi-urban vulnerable areas.
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Disclaimer

Copyright ©2024 Sustainalytics, a Morningstar company. All rights reserved.

The information, methodologies, data and opinions contained or reflected herein (the “Information”) are
proprietary to Sustainalytics and/or its third-party content providers and may be made available to third parties
only in the form and format disclosed by Sustainalytics. The Information is not directed to, nor intended for
distribution to or use by India-based clients and/or users, and the distribution of Information to India resident
individuals and entities is not permitted.

The Information is provided for informational purposes only and (1) does not constitute an endorsement of
any product, project, investment strategy or consideration of any particular environmental, social or
governance related issues as part of any investment strategy; (2) does not constitute investment advice nor
recommends any particular investment, nor represents an expert opinion or negative assurance letter; (3) is
not part of any offering and does not constitute an offer or indication to buy or sell securities, to select a
project nor enter into any kind of business transaction; (4) is not an assessment of the economic
performance, financial obligations nor creditworthiness of any entity; (5) is not a substitute for professional
advice; (6) has not been submitted to, nor received approval from, any relevant regulatory or governmental
authority. Past performance is no guarantee of future results.

The Information is based on information made available by third parties, is subject to continuous change and
no warranty is made as to its completeness, accuracy, currency, nor the fitness of the Information for a
particular purpose. The Information is provided “as is” and reflects Sustainalytics’ opinion solely at the date
of its publication.

Neither Sustainalytics nor its third-party content providers accept any liability in connection with the use of
the Information or for actions of third parties with respect to the Information, in any manner whatsoever, to
the extent permitted by applicable law.

Any reference to third party content providers’ names is solely to acknowledge their ownership of information,
methodologies, data and opinions contained or reflected within the Information and does not constitute a
sponsorship or endorsement of the Information by such third-party content provider. For more information
regarding third-party content providers visit http://www.sustainalytics.com/legal-disclaimers

Sustainalytics may receive compensation for its ratings, opinions and other services, from, among others,
issuers, insurers, guarantors and/or underwriters of debt securities, or investors, via different business units.
Sustainalytics maintains measures designed to safeguard the objectivity and independence of its opinions.
For more information visit Governance Documents or contact compliance@sustainalytics.com.

This deliverable, in particular the images, text and graphics contained therein, and the layout and company
logo of Sustainalytics are protected under copyright and trademark law. Any use thereof shall require express
prior written consent. Use shall be deemed to refer in particular to the copying or duplication of the opinion
wholly or in part, the distribution of the opinion, either free of charge or against payment, or the exploitation
of this opinion in any other conceivable manner.

The issuer is fully responsible for certifying and ensuring the compliance with its commitments, for their
implementation and monitoring.
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About Morningstar Sustainalytics

Morningstar Sustainalytics is a leading ESG research, ratings and data firm that supports investors around
the world with the development and implementation of responsible investment strategies. For more than 30
years, the firm has been at the forefront of developing high-quality, innovative solutions to meet the evolving
needs of global investors. Today, Sustainalytics works with hundreds of the world’s leading asset managers
and pension funds, which incorporate ESG and corporate governance information and assessments into their
investment processes. Sustainalytics also works with hundreds of companies and their financial
intermediaries to help them consider sustainability in policies, practices and capital projects. For more
information, visit www.sustainalytics.com.
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