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‘ Efficient Bring Energy Efficiency to the EU buildings stock:
Mortgages Banks can Play a Game Changing Role
= Initiative
In the EU 28 there are... (
H 247
000 Q HHE million dwellings
| |} | \| 1| m|II|on people h
_
Vf\more than 220 million
r . . dwellings were built
O Buildings account B ] before 2001
for 40% of _
?\ EU energy use

€180 BN OF YEARLY INVESTMENTS IS NEEDED TO REACH EU TARGETS
A significant share of it must come from the private sector

July 2019 Energy Efficient Mortgages Initiative 2



& =Y
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’ Hg ® -
= |nitiative
U The Energy Efficient Mortgages (EEM) Initiative is a pan-European private Energy
bank financing mechanism that aims to stimulate and finance investment in — ‘ Efficient —
energy efficient buildings, energy saving renovations in order to secure a P - :Vlg:!'t%ages o
* Initiative

greener and more sustainable future for all.

>

It is the concrete and tangible market response to the Action Plan on Sustainable Finance adopted by the European
Commission.

Its ultimate objective is delivering a standardised European framework and data collection architecture for energy
efficient mortgages.

The EEM Initiative consists of two EU funded projects under the H2020 Programme:

The Energy Efficient Mortgages Action Plan (EeMAP) Initiative

The Energy Efficiency Data Portal & Protocol (EeDaPP) Initiative

https://energyefficientmortgages.eu/

Co-funded by the Horizon 2020 programme
of the European Union
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Energy Efficient Mortgage Initiative
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Energy Efficient Mortgages Action Plan (EeMAP)

EeMAP aims to create a mortgage financing mechanism through which
property owners are incentivised to improve the energy efficiency of their
building or acquire an already energy efficient property by way of
favourable conditions liked to the mortgage. The cornerstone of the
initiative is the assumption that energy efficiency has a risk mitigation
effect for banks as a result of the impact on a borrower’s ability to service
his/her loan and on the value of the property, a correlation which the

EeMAP Initiative is currently working to substantiate.

Energy Efficient Data Portal & Protocol Initiative (EeDaPP)

EeDaPP is intended to support the energy efficient mortgage financing
mechanism by delivering a market-led protocol which facilitates the large-
scale gathering and processing of data relating to energy efficient
mortgage assets, via a standardised reporting template. In the long term,
the data will be accessed by way of a common, centralised portal, allowing
for continuous tracking of the performance of the energy efficient
mortgage assets, thereby also facilitating the tagging of such assets for the

purposes of energy efficient bond issuance.
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Underlying Business Case:
Key Drivers for Banks

Initiative

Efficiency and sustainability:

key features to incentivise
energy efficiency investments
AND financing

BETTER RISK PROFILE
= |eads to a reduction in the impact of energy costs to income = reducing

borrowers’ probability of default (PD)
= Lower PD and LGD entails lower RWA and reduced capital charges

ENHANCED PROPERTY VALUE

impacts positively on property value ensuring wealth conservation & loss mitigation
against energy transition risks

Better value leads to lower LGD and better Loan to Value (LTV) ratio

POSITIVE MARKET RESPONSE

CONSUMERS INVESTORS
Responding to the increasing demand = New business opportunities and
for green investments diversified financing options
Increase customer retention and = Broader Investor base

enhanced borrower relationship = Lower funding costs
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Energy

ient EeDaPP Overview of timeline and
gages deliverable

1/1/2019 European Securitisation
Regulation 2017 /2402
ESMA annex includes: Energy

Performance Certificate Value and EEMI Creation of
Provider National Market
® Hubs
®

EBA guidelines Installation of New

on loan -
origination and European Commission Van
monitoring der Leyen: European Green

Deal within first 100 days

EeDaPP Phase 2/2

EeDaPP phase 1/2

2020 Energy Efficient
Mortgage Market
Implementation Plan
(EeMiP)

EeDaPP Year 1: March 2018 — March EEDaPP Year 2: March 2019 — March
2019 2020

WP2: Best Practices in WP3: Definition of

place in existing Data Energy Efficient WP5: Data and Correlation
Systems Reporting Criteria Analysis
Publication of EeDaPP: Proof
EeDaPP white
paper €l COTEEE WP6: project roadmap for system

integration: describing EE portal
infrastructure and design

Start of EeDaPP ®
project
WP4: Design and delivery of
Standardised Data Protocol &

Common, Centralised Portal
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Underlying Business Case:
Key Drivers for Customers
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(TN HOME = Getting extended advice and turnkey
o IMPROVEMENT solutions for home improvements

A wide variety of different aspects gy) PROPERTY .
drive appeal (and consumers agree
!

the benefits would be realised)

‘ J BEING GREEN .

FINANCE " Getting a lower mortgage interest rate
J = Saving money in the long term

/‘ = Bringing down the cost of bill energy
"/ ENERGY * Make your home warmer and more

comfortable

Increasing value of property
Make it easier to sell the property

Reducing your carbon footprint
Signalling “ | am green”

July 2019 Energy Efficient Mortgages Initiative



Energy Efficient Mortgages Pilot Scheme
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O InJune 2018, after engaging in a market consultation period, including a series of national roundtable events with

Milestone banks, building energy performance experts, property valuers and utilities, the EEM Initiative launched the:
Energy Efficient Mortgages Pilot scheme

Composed of:

= Lending Institutions: committed to testing the implementation of
the final energy efficient mortgages framework into their existing
product lines and processes

= Supporting organisations: committed to provide technical support
and energy efficiency expertise Mandate

= Advisory Council: committed to facilitate dialogue between
policymakers and stakeholders from the financing and banking
communities property and construction sectors at local, European
and global levels

U National Market Hubs: to achieve coordination at national

Structured in level and ensure market consensus and implementation.

U Workstreams: Source: Energy Efficient Mortgages Initiative
1. Product

2. Data
3. Partnerships

July 2019 Energy Efficient Mortgages Initiative 8
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PRODUCT DATA

EEM Definition EeDaPP Master Template

. el . . i Master Template Disclosure Templates
O In December 2018, a common definition of energy efficient information source (internal) (External)
mortgage was announced: —
Identifiers
EEMs are intended to finance the purchase/construction ' oo

and/or renovation of both residential (single family & multi- £ EMM Label

Perf -e and Risk Indicators (PD&LGD)
family) and commercial buildings where there is evidence of: Property Characteristics (type, localisation,
(1) energy performance which meets or exceeds relevant e — —

market best practice standards in line with current EU
legislative requirements and/or (2) an improvement in energy
performance of at least 30%.
https://eemap.energyefficientmortgages.eu/eem-definition/

Pelinﬂlmue Loan Level Disclosure
Template for EEM
Securitisation

Programmes & EMM
Label

Credit Risk PortFoli
] assessment
of EEM = screening for
Products taking into. EEM bond
energy
performance
information

July 2019 Energy Efficient Mortgages Initiative 9
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Energy Efficient Mortgages Pilot Scheme:
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[ \

Expand MBIL eligibility
to private individuals

Funded and Delinked
MBILs/Guarantees to
support Fl originate EE

Assistance to Fl and
promoters to develop
standardised processes

Once green mortgage
portfolios are built, EIB
Group may purchase or

Achievements
= Advisory Council solutions and institutional support
PARTNERSHIP
= EIB/ EeMAP Financing Scheme
2019 2020-2021
4 N\ [ Provide Technical A 4 A

& hnu.se!'mld loans as new asset to ensure Energy guarantee related Green
associations class Performance Certificates Covered Bonds/RMBS
\ J\ y, y\[EPC} per unit refurbished) \ )
Source: EIG
July 2019 Energy Efficient Mortgages Initiative 10
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Efficient Policy and Market Recommendations
Mortgages
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Stage Lending Institutions m Industry

Work with lenders to ensure
high quality EPCs
Certifications can be mapped

Make EPC database accessible
to banks
Improve data quality in EPCs

Match loan portfolio to EE

Asset i
sset screening (e.g. by using EPC data)

to loans
Partner with lenders to
Origination of EEMs Offer green mortgages to new Enforcements and guidelines on develob new builds which
for new build builds that meet EEM criteria NZEB standards P

meet EEM criteria

Develop quality assurance

S . . . . - i Partner with lenders to
Origination of EEMs Advise clients on options, benefits schemes; building renovation

streamline delivery for

for renovation and different sources of finance roadmaps; incentives to drive
consumers
demand
Energy Efficiency Bonds Issue energy efficiency bonds Green Bond standards Performance/compliance
against EEMs Disclosure rules monitoring
EEMs for all Fully account for EE Energy efficiency/sustainability in Offer training to
in affordability checks prudential requirements banks/brokers

July 2019 Energy Efficient Mortgages Initiative 11



‘ Ener EEM for all!
Efficient Market Development Roadmap
e

Mortgages
Initiative
= Partnership with builders and
= National best practices developers
and thresholds = Analysis of non-financial benefits
= Mapping and risk Asset
iilegtztmg of existine Screening Origination of EEMs
for new build
‘ EEMs
for all
-
Energy Efficiency
Bonds
Origination of EEMs
= Mobilising investor base for renovation

= Learning curve and delivery
* Build EE asset pools partnerships performance

= Performance Monitoring

= Integrating EE in valuation

July 2019 Energy Efficient Mortgages Initiative 12



Mortgages Next Steps and Goals

fa ) Energy 3 .
‘ Efficient Energy Efficient Mortgages Initiative:
= Initiative
EeMMIiP Energy Efficient Mortgages Market Implementation Plan
O Market Implementation:

Consumer Operational Institutional

Insight testing sandbox

O Building on the success of the ECBC Covered Bond Label @ EEM Label

July 2019 Energy Efficient Mortgages Initiative 13
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Green Deal branded as ‘hallmark’ of new
European Commission

By Frédéric Simon and Sam Morgan | EURACTIV.com E2Sep 11,2019

Frans Timmermans in Milan, 24 May 2019. [Photo: EPA-EFE/DANIEL DAL ZENNARO]
nsusges rncos oews—» o [97) K 0 0 R EH C

“l want the European Green Deal to become Europe’s hallmark.,” said European
Commission President-elect Ursula von der Leyen, as she tasked her second-in-command
with overseeing Europe’s goal of achieving climate neutrality by mid-century.

“At the heart” of von der Leyen’s new Commission “is our commitment to becoming the world's
first climate-neutral continent,” the incoming Commission chief said on Tuesday (10 September)
as she presented her team and their respective portfolios.

Some items in Von der Leyen’s Mission Statement

« Von der Leyen states: “Europe follows the energy-efficiency-first
principle across the board and boosting the uptake of renewable
energy deployment.”

«  “Coordinate the work on the Sustainable Europe Investment Plan,
which should unlock €1 trillion of climate-related investment over
the next decade”

+  “lwant the European Green Deal to become Europe’s hallmark,”
said European Commission President-elect Ursula von der Leyen, as
she tasked her second-in-command with overseeing Europe’s goal
of achieving climate neutrality by mid-century.

+ “At the heart of it is our commitment to becoming the world’s first
climate-neutral continent. It will require collective ambition,
political leadership and a just transition for the most affected.”

+  “l want Europe to be the front-runner. | want Europe to be the
exporter of knowledge, technologies and best practice” the new
Commission chief said, introducing Timmermans as her second-in-
conmmand.

+ The European Investment Bank, helping to turn parts of it into
Europe’s climate bank. By 2025, half of its total financing should be
dedicated to climate investment.

September Energy efficiency Data Protocol and Portal

2019

EeDaPP
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General adaptation of Energy Efficiency by both politicians and regulators.

- Interesting movement across Europe where energy efficient as a topic is Lagarde prom|ses to pa|nt the ECB green

becoming a mainstream agenda item

The Frenchwoman also signals she’ll continue Mario Draghi’s policy of stimulating the economy.

- Many explicit references in the new mission statement of the Von der Leyen By BJARKE SMITH-MEYER | 8/29/19, 7:10 PM CET | Updat
European Commission *

« Christine Lagarde sees climate change as “mission critical” for the ECB and
opens the door to EU taxonomy-based asset purchases programs

- Christine Lagarde suggested that the ECB, which she is set to lead later this
year, could apply green criteria to its asset purchase programa

+ ECB stands to deviate from “market neutrality” in future bond and asset
purchase programs

+ ECB has already purchased green bonds under both the CSPP and the public
sector purchase programme (PSPP)

- “The ECB is supporting the development of such a taxonomy,” Lagarde said.
“Once it is agreed, in my view it will facilitate the incorporation of
environmental considerations in central bank portfolios.”

«  The new securitisation regulation ESMA reporting annexes have incorporated
energy performance certificates in both:

+ annex2_underlying_exposures-residential_real_estate

- annex5_underlying_exposures-automobile

September Energy efficiency Data Protocol and Portal 15
2019 EeDaPP
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Regulation and Reporting: implementation of Energy
Efficient Data in ESMA Securitisation regulation and HTT

@

Initiative
/ COVERED BOND
Investor Report: 1 April 201% - 30 April 2019 & ‘‘‘‘‘
18 Eneroy Efficioncy Label Increased momentum in European Regulatory Reporting
Lusciigion Agpepals Dukianding Avewd % of ToiProl WA Wl L o Tonad “w:;; Iim:J anacmrl::
s e e e e e . - ESMA Securitisation Regulation: The Portal can give a quick
- e e visual insight of the key performance indicators
e e - « EBA guidelines on loan origination and monitoring : In
o e e T particular, the EBA proposes that environmental, social and
governance (ESG) factors be included in risk management
Valid energy labols housing stock Figure. L. . ) L. .
2000 E : Pacag sy o s e policies, credit risk policies and procedures. This most recent
0 g s cacs policy development underlines the relevance and timeliness of
e 7 ' the Energy Efficient Mortgages Initiative.
500,000 —
o w m w omowow ow w « Covered Bond: Possible implementation of Energy Efficient
[ 1] F E D c B A
information in forthcoming HTT by Covered Bond Label.
— e ‘
TEMPLATE CATEGGRY

SECTION

FIELD nAmE

CONTENT TO REPORT

I: The en, STOY performance certifi
POlANNEX 2 pop

me
With the LE{ in s GlnhalDf e enray perforn;

i ANCe certifica,
Legai Entity Foun, oney T
dation (GLEF ) dat; e enterea m
S Ust match the name 33500
ociated

Bﬂ
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/. E?f?é-,‘(g,t EeDaPP Consortium members can help in
- Mortgages facilitating EPC data in your jurisdiction.

Initiative

Energy Label: The Energy
Performance Certificates
(hereafter EPCs) are the most

dominant source of energy B Central governmental body

information regarding the W Regional govemmental body
# Central and regional governmental bodies
European building’s stock. EPC’s Professional association
. . . W Third party body
are an lncreasmgly effective W Central governmental body and third party body

metric to capture energy
performance and the impact of

building policies.

Hypoport, TXS, Crif, EDW can
assist in providing energy
efficient data in your

datawarehouse!
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CREATING AN ENERG
MORTGAGE FOR EUH

CREATING AN ENERGY EFFICIENT]
MORTGAGE FOR EUROPE

CREATING AN ENERGY EFFICIENT
MORTGAGE FOR EUROPE

O Market Best Practices - Technical Reports

Since its launch, the EEMI has produced many
publications and technical reports containing valuable and
insightful information on a various range of topics related
to energy efficiency, such as:

- Technical report on existing green reporting criteria
- Technical report on market needs and gaps

For additional information > www.energyefficientmortgages.eu

O Events, media and newsletter

Throughout the years, the EEMI has organised several
events to raise awareness:

U Early Pilot Banks Meeting in Venice

U Green/EEM day at ECBC Plenary meeting
U National Hubs Meetings

U Institutional meetings

July 2019
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Efficient EEMI Consortium Partners
Mortgages

/. Energy

Initiative

%, Universita

EMF ECBC g ? Ca'Foscari ((\' I-{I(:S® EU QOJEEIHH}:-‘ @f“&

FUNDING THE REAL ECONOMY

Y, @ M
T \enezia

©@-0)1 <7 EUROPEAN

Together lo the next level DATAWAREHOUSE

FUNDING
SOLUTIONS

€ HYPOPORT TXS

For additional information on the Energy Efficient Mortgages Initiative

= Visit: http://www.energyefficientmortgages.eu/
= Contact:
Vincent Mahieu- Senior Associate Hypoport
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