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Sustainable Blue Finance Report 2021 (the "Report") is drafted by Industrial Bank Co., Ltd. (“IB" or
“CIB") to demonstrate its efforts on supporting marine economy and industries with financial products
and services. The report fulfills the reporting requirement of Sustainable Blue Economy Finance Initiative
(the “initiative” or SBEFI) managed by United Nations Environment Programme Finance Initiative (UNEP
F1), which IB signed in November 2020.

2 AIRERMAPRRMNAE, WEARUPNE, RXRFNESE,
The report is prepared in both Chinese and English. Should any inconsistency appear between two

versions, the Chinese version shall prevail and the English version is for reference only.
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Industrial Bank's Practice in Green Finance and Blue Finance

The World Bank defines the "blue economy” as "sustainable use of marine resources
for the purpose of economic growth, improving people's livelihoods and the health of
marine ecosystems®". According to China's /ndustrial classification for ocean industries
and their related activities (GB/T20794-2006), the marine economy is the sum of various
industrial activities for the development, utilization and protection of the ocean, as well
as related activities, including 22 marine industries such as marine fisheries, oil and gas
industries, shipbuilding, transportation, coastal tourism, and 6 marine-related industries
e.g. marine agriculture and forestry, equipment manufacturing, and ocean-related
services industries. The concept of "blue finance” is based on the "blue economy”, which
is defined in the relevant United Nations reports as " financial activity (including
investment, insurance, banking and supporting intermediary activities) in, or in support of,
the development of a sustainable blue economy?®”.

As a pioneer in green finance, Industrial Bank was the first in China to launch a
comprehensive solution for water resource utilization and protection since 2013,
including seawater desalination and marine environmental protection. IB consider this as
a key focus and continued to increase investment to provide diversified and
comprehensive financial support. Currently, water resource utilization and protection
financing consist over 25% of IB's 1.4 trillion RMB balance of finance in green financing.
Leveraging its leading advantages in the field of water resources utilization and protection,
IB is also at the forefront in supporting the blue economy development. IB issued the first
blue bond in China, and the first overseas blue financial bond issued by a Chinese joint-

stock bank in the international capital market.

° https://www.worldbank.org/en/news/infographic/2017/06/06/blue-economy

6 United Nations Environment Programme Finance Initiative [UNEP FI] (2021). TURNING THE TIDE: HOW
TO FINANCE A SUSTAINABLE OCEAN RECOVERY. Geneva. https://www.unepfi.org/publications/turning-
the-tide/. Accessed March 2021.
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Signing and Implementation of the Sustainable Blue Economy Finance
Initiative

IB signed the Sustainable Blue Economy Finance Initiative (SBEFI) under the United
Nations Environment Programme Finance Initiative (UNEP Fl) in November, 2020,
becoming the 27t signatory and 49" member of the Initiative, as well the first Chinese
signatory and member. IB has and will continue to work together with other signatories
and members, to build a sustainable blue economy and support the achievement of the
United Nations Sustainable Development Goals (SDGSs).

As of March 2022, the Initiative has 70 signatories and members worldwide, with over
$11 trillion assets under management or holdings®. The Initiative, governed by the UNEP
Fl, helps and guides banks, insurance companies and investors in the adoption and
implementation of 7he Sustainable Blue Economy Finance Principles (the "Principles").
The principles provide a guiding framework for financing sustainable marine economy,
including investments and projects that support sustainable ocean economic
development, identification of relevant compliance situations and risks, as well as
appropriate disclosure of economic, environmental and social impacts, and active
experience sharing in supporting sustainable marine economy development.

At this stage, the Initiative mainly focuses on the fishery, ports, marine transportation,
marine renewable energy, coastal and marine tourism and other industries, as well as
climate change, conservation and rational utilization of aquatic organisms, marine
pollution, marine environmental resilience and other fields. As a signatory of the Initiative,
IB actively participated in the formulation of the information disclosure framework and in
the drafting of several voluntarily standards of the Initiative as a member of working
groups.

"Joining the Initiative will not only help IB to strengthen its own green financial
product innovation, environmental and social risk management, and ESG standards
formation, but also promote 'marine health' through financial services by accelerating the
sustainable use and transformation of marine resources, as well as promoting green and
sustainable development through blue economy." The head of the Green Finance

Department of Industrial Bank said.

environment
programme

Sustainable
Blue Economy

finance
initiative

® https://www.unepfi.org/blue-finance/our-members/
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Table: The Sustainable Blue Economy Finance Principles and Relevant Practice of

Industrial Bank

The Sustainable Blue Economy Finance
Principles

Relevant practice of Industrial Bank

Protective:

We will support investments, activities and
projects that take all possible measures to
restore, protect or maintain the diversity,
productivity, resilience, core functions,
value and the overall health of marine
ecosystems, as well as the livelihoods and
communities dependent upon them.

By establishing and improving the organizational structure of financial
services for marine economy, IB actively develops diversified financial
service systems and products, identifies and promotes innovative cases
with environmental and social value, meeting the diversified financing
needs of marine economy related entities and projects. Specifics to be
found in Section Sustainable Blue Economy Financial Services System and
Products and Related Cases.

Compliant:
We will support investments, activities and
projects that are compliant with

international, regional, national legal and
other relevant frameworks which underpin
sustainable development and ocean health.

IB adheres to "compliance first" principle and does not provide financing
support for projects that violate the local laws and regulations of the
countries and regions. IB conducts environmental and social risk
assessment to project financing in accordance with the "Equator
Principles”, focusing on compliant with environmental, health and safety
(EHS) and other aspects of the project, as detailed in the Environmental
and Social Risk Management of Marine Project Financing and Related
Cases section in this report.

Risk-aware:

We will endeavour to base our investment
decisions on holistic and long-term
assessments that account for economic,
social and environmental values, quantified
risks and systemic impacts and will adapt
our decision-making processes and
activities to reflect new knowledge of the
potential risks, cumulative impacts and
opportunities associated with our business
activities.

Based on the Equator Principles and in conjunction with the industry
analysis guide provided by the Initiative, IB embeds the environmental and
social risk assessment into the investment decision-making process of
ocean-related project financing, as detailed in the Environmental and
Social Risk Management of Marine Project Financing and related cases
section in this report.

Systemic:

We will endeavour to identify the systemic
and cumulative impacts of our investments,
activities and projects across value chains.

Based on the Equator Principles and in conjunction with the industry
analysis guide provided by the Initiative, IB encourages and guides project
owners to establish and effectively implement environmental, health,
safety (EHS) and other management systems, to indirectly affects
enterprises along the value chain to establish and comply with the EHS
system accordingly. 1B also embeds environmental and social risk
assessment into the investment decision-making process of ocean-
related project financing, as detailed in the £nvironmental and Social Risk
Management of Marine Project Financing and related cases section in this
report.

Inclusive:

We will support investments, activities and
projects that include, support and enhance
local livelihoods, and engage effectively
with relevant stakeholders, identifying,
responding to, and mitigating any issues
arising from affected parties.

Based on the Equator Principles and in conjunction with the industry
analysis guide provided by the Initiative, IB promotes local investment
growth by supporting marine projects e.g. offshore wind power and
seawater desalination project. "Stakeholder engagement” is one of the
important reference elements for IB to conduct environmental and social
impact assessments of financing, as detailed in the Environmental and
Social Risk Management of Marine Project Financing and related cases
section in this report.

Cooperative:

We will cooperate with other financial
institutions and relevant stakeholders to
promote and implement these principles
through sharing of knowledge about the
ocean, best practices for a sustainable Blue
Economy, lessons learned, perspectives
and ideas.

IB actively establishes cooperation with government agencies, non-
governmental organizations, scientific research institutions, leading
enterprises in the industry, financial institutions, etc.. and attends various
seminars related to the marine environment and economy, and shares best
practice on the marine economy, to deepen exchanges and and marine
finance. As a signatory of the Initiative, IB actively participates in various
work carried out by the Initiative, supports the promotion of the Initiative
and the development of related research.

Specifics to be found in Section Signing and implementation of the
Sustainable Blue Economy Finance Initiative and Cooperation and
Exchange in Marine Economy and Finance.

Transparent:

We will make information available on our
investments and their social, environmental
and economic impacts (positive and
negative), with due respect to
confidentiality. We will endeavour to report
on progress in terms of implementation of
these Principles.

IB discloses the environmental and social impacts of investments
(subject to IB's confidentiality principles and regulations) through annual

reports, annual sustainability reports, green bond reports, themed reports,
etc., and actively communicates with stakeholders.

Purposeful:

We will endeavour to direct investment to
projects and activities that contribute
directly to the achievement of Sustainable
Development Goal 14 (“Conserve and
sustainably use the oceans, seas and
marine  resources  for  sustainable
development”) and other Sustainable
Development Goals especially those which

By refining the definition criteria of blue finance, IB has established and
improved the organizational structure of marine economy financial
services, actively develops diversified financial service systems and
products, identifies and promotes innovative cases with environmental
and social benefits, and therefore meets the diversified financing needs of
marine economy related entities and projects and helps the achieves of
SDG 14 as well as other SDGs. Specifics to be found in Section Sustainable
Blue Economy Financial Services System and Products and Related Cases.
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contribute to good governance of the
ocean.

Impactful:

We will support investments, projects and
activities that go beyond the avoidance of
harm to provide social, environmental and
economic benefits from our ocean for both
current and future generations.

IB assesses the technological status of marine development and marine
environmental protection, gives supporting priority to bank clients with
core technologies, and carries out blue financial investment and financing
activities in accordance with the principles of risk control and
environmental sustainability. Specifics to be found in Section Sustainable
Blue Economy Financial Services System and Products and Related Cases.

Precautionary:

We will support investments, activities and
projects in our ocean that have assessed
the environmental and social risks and
impacts of their activities based on sound
scientific evidence. The precautionary

Based on the Equator Principles and the industry analysis guidelines
provided by the Initiative, IB embeds the environmental and social risk
assessment into the investment decision-making process of ocean-
related project financing, and formulates action plans, as detailed in the
Environmental and Social Risk Management of Marine Project Financing
and Related Cases section in this report.

principle will prevail, especially when
scientific data is not available.
Diversified: IB conducts comprehensive research regarding the operating

Recognising the importance of small to
medium enterprises in the Blue Economy,
we will endeavour to diversify our
investment instruments to reach a wider
range of sustainable development projects,
for example in traditional and non-
traditional maritime sectors, and in small
and large-scale projects.

characteristics and financing needs of the marine industry and ocean-
related enterprises, and has created a variety of innovative financial
products and services e.g. sea area utilization rights mortgage, intellectual
property pledged loan, marine carbon pledge financing. IB dedicated
efforts to meet the diversified financing needs of sea-related SMEs and
projects. Specifics to be found in Section Sustainable Blue Economy
Financial Services System and Products and Related Cases.

Solution-driven:

We will endeavour to direct investments to
innovative commercial  solutions  to
maritime issues (both land- and ocean-
based), that have a positive impact on
marine ecosystems and ocean-dependent
livelihoods. We will work to identify and to
foster the business case for such projects,
and to encourage the spread of best
practice thus developed.

Considering the strategic planning of the marine economy of China's
coastal provinces and cities and the key industries to be cultivated, IB has
proposed the blue financial service scheme, conducted research on best
practices of blue finance in China and abroad to form a collection of blue
finance cases and promoted it throughout the bank. Specifics to be found
in Section Sustainable Blue Economy Financial Services System and
Products and Related Cases.

Partnering:

We will partner with public, private and
nongovernment  sector  entities  to
accelerate progress towards a sustainable
Blue Economy, including in the
establishment and implementation of
coastal and maritime spatial planning
approaches.

IB actively partners with government agencies, non-governmental
organizations, scientific research institutions, financial institutions, etc.
and attends various seminars related to the marine environment and
economy, to deepen exchanges and share best practice on the marine
economy and marine finance. As a signatory of the Initiative, IB actively
participates in various work carried out by the Initiative, supports the
promotion of the Initiative and the development of related research.
Specifics to be found in Section the Signing and Implementation of the
Sustainable Blue Economy Finance Initiative, and Cooperation and
Exchanges in Ocean Economy and Finance.

Science-led:

We will actively seek to develop knowledge
and data on the potential risks and impacts
associated with our investments, as well as
encouraging sustainable

investment opportunities in the Blue
Economy. More broadly, we will endeavour
to share scientific information and data on
the marine environment.

IB establishes cooperation mechanisms with government agencies, non-
governmental organizations, scientific research institutions, financial
institutions, etc.. IB also actively share information regarding the progress
on marine economy and marine finance. Specifics to be found in Section
Cooperation and Exchange in Marine Economics and Finance.

o
Sustainable

nce DUSHIK
initiative Blue Economy

The Sustainable Blue
Economy Finance Initiative

Aligning financial activities with ocean health
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Sustainable Blue Economy Financial Services System and Products and

Related Cases

Case: Carbon sink loan for a wetland on the east coast of China

Marine carbon sink, also known as "blue carbon”, refers to the processes and
activities of marine organisms in coastal zones and marine ecosystems to absorb and
store carbon dioxide in the atmosphere through mechanisms such as photosynthesi.
Scientific studies show that the oceans help store and circulate 83% of the earth's carbon
dioxide in the atmospheric carbon cycle systems, while absorbing 25% of the world's
man-made carbon dioxide.

According to the China State Council's Carbon Peak Action Plan before 2030, carbon
sink, as an important part of carbon trading, will be included in the national carbon
emission trading market. Thus marine carbon sink industry is expected to see rapid
development. However, financial products that can support the development of carbon
sink, especially marine carbon sink projects, are still scarce. In this context, a branch of
IB in the eastern coastal area provided financial support by leveraging local wetland
resources, to revitalize value of carbon sink assets and improve social and economic
benefits.

In August 2021, IB issued a loan of 18 million yuan with the local coastal wetland
carbon sink as a pledge, which was specifically used for enterprises to purchase wetland
plants with high-carbon sink potential to protect marine wetlands. This was the first
coastal wetland carbon sink loan in China.

This carbon sink loan is evaluated by a professional third-party institution. Based on
the carbon sequestration capacity of the soil, water body, and plant carbon reservoir in
the wetland, the institution comprehensively assessed the carbon sequestration capacity
of the wetland through the monitoring of carbon reservoirs mentioned above. During the
accounting period (2000-2020), the cumulative carbon sequestration reached about
55,000 tons, while the cumulative reduction of carbon dioxide emissions reached 200,000
tons. 97.6% of the total amount of carbon sequestration and carbon dioxide emission
reduction come from soil.

In terms of the pricing of carbon sink assets, IB uses the trading price of carbon
emission allowance (CEA) on national carbon emission trading exchange as reference. In
the meantime, IB takes the forward income right of carbon emission reduction as the
pledge. The use of proceeds is to purchase wetland plants with high-carbon sink potential

to protect marine wetlands.
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Environmental and Social Risk Management of Marine Project Financing and

Related Cases

IB has long attached great importance to the environmental and social risk
management of project investment and financing. Since 2008, IB has carried out
environmental and social risk assessment of project financing in accordance with the
"Equator Principles” by embedded it into the investment decision-making process. IB
focuses on environment, occupational health, stakeholders, ecological protection issues
of projects, and managed the environmental and social risks of the project through the
whole process of in-house due diligence, third-party due diligence, formulation and
implementation of the Action Plans.

Regarding proposed financing projects involving the marine environment and marine
economy, IB uses /FC’s Performance Standards on Social and Environmental
Sustainability and Environmental, Health and Safety Guidelines as the basis, and
proactively refers to industry guidelines, analysis guidelines and case studies issued by
the Principles and the Initiative, to detail risk identification and action plans related to
marine environment, ecological protection and other related issues. In 2021, IB
determined that a total of 16 proposed financing projects involving the marine
environment and marine economy need to carry out environmental and social risk
assessment (applying the Equator Principles). These 16 projects include eight offshore
wind farm construction projects, two coastal sewage treatment plant projects, one cable
tunnel project, one underground pipe corridor construction project in coastal areas, one
marine aquaculture project, one aquatic products processing and storage project, one
marine economic industrial park project, and one natural gas pipeline belt project in
coastal areas. In addition, IB conducted third-party environmental and social risk
assessments of six financing projects involving the marine environment, including three
offshore wind farm construction projects, one coastal sewage treatment plant project,
one cable tunnel project, and one underground pipe corridor construction project in

coastal areas.
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Case: An offshore wind power project off the eastern coast of China

Located on the eastern coast of China, the offshore wind power project includes
offshore section (two offshore wind farms and 1 offshore rising substation), onshore
section (1 onshore centralized control center) and submarine cable section. The offshore
wind farm is designed to install 32 wind turbines with a single installed capacity of
6.45MW (16 turbine per wind farm). The total installed capacity is 206.4MW. The average
annual electricity output is expected to reach over 600GWh. The owner of the project
intends to apply for project financing support for the project construction in the form of
project loan.

In accordance with the relevant requirements of the Equator Principles, IB engaged a
professional third-party organization to conduct environmental and social risk due
diligence on the project and drafted an Action Plan with the project owner, which clarified
the environmental and social issues that need to be paid attention to during the
construction and operation of the project. Among them, the focus on ocean-related areas
mainly includes the following aspects (some deletions have been made in response to

the confidentiality of the project):

Performance Key Findings Action Plan
Standards
Assessment Monitoring and review: Project owners should urge the construction
and During the construction and operation of the project, it | unit to continue to carry out environmental
Managementof | is necessary to entrust qualified third-party testing | monitoring work in accordance with the
Environmental agencies to monitor pollution sources and | requirements of the EIA report to ensure that
and Social | environmental quality monitoring according to the | the impact on the ecological environment
Risks and | monitoring plan, including: underwater noise and | during construction is controlled within an
Impacts background noise, electromagnetic environment, | acceptable range.
seawater quality, marine sediment, aquatic | After the project is put into operation, the
organisms, fishery environment, bird conditions and | project owner shall entrust a qualified
their habitats, flow fields and local erosion monitoring unit to carry out environmental
monitoring and disclose the monitoring
results to the public according to the
environmental monitoring plan.
Stakeholder Engagement: Project owners should establish a formal
The EIA report of this project was published on the EIA | community communication mechanism to
information disclosure platform, and no negative | guide project personnel to properly maintain
feedback of any kind was received during the publicity | relationships ~ with  the  surrounding
stage. communities, establish a standardized
According to the project owner, no complaints have | process to accept community inquiries or
been received from enterprises or individuals, | complaints, make necessary feedback and
fishermen and boats around the project construction | processing, and keep written records.
area. Project owner shall promptly provide IB with
The project owner has not yet established a formal | its supplier management procedures to
community communication mechanism, and has not | ensure that it includes management
established a written or electronic complaint channel | requirements in environmental and social
for complaints (if any) from surrounding residents or | responsibility aspects, and the project owner
enterprises. shall keeps a record of the supplier's review.
The project owner has not provided any supplier
management procedures or relevant supplier
environmental and social responsibility review
records in written format.
Resource Pollution Prevention: Project owner and the construction unit shall
Efficiency and | The main measures to prevent and reduce pollution | take corresponding pollution prevention and
Pollution that should be taken during the construction and | control measures in accordance with the
Prevention operation period of onshore and offshore projects are | requirements of the project's EIA report
mainly concentrated in the following aspects: | duringthe construction period and operation
prevention and control of air pollutant discharge, | period.
prevention and control of wastewater discharge,
prevention and control of noise discharge, prevention
and control of solid waste discharge, protection of
electromagnetic  environment, and  ecological
protection measures
Land Land section of the project has not yet obtained real | The relocation of parties involved in the
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Acquisition and
Involuntary
Resettlement

estate title certificates for construction land.
According to a representative of the project owner, the
application of real estate title certificate is in process.
The project owner signed a compensation agreement
for pre-development of the land with local Territorial
Planning and Land Affairs Center, and paid land
compensation according to the agreement.

The relocation of parties involved in the acquisition of
land and sea area of this project has been completed,
and there is no dispute over ownership.

acquisition of land and sea area of this
project has been completed, and there is no
dispute over ownership;

Project owner should obtain the real estate
title certificate for land construction as
planned to ensure that the project is not
delayed due to land ownership issues.

Biodiversity
Conservation
and
Sustainable
Management of
Living Natural
Resources

The adjacent waters of the offshore section of this
project contain a variety of phytoplankton,
zooplankton, benthic organisms, intertidal organisms,
fish eggs, larval fish, shrimp and crabs and other
catches and birds, and the distribution of ecological
diversity is seasonal.

The project is located close to or located in feeding
ground, spawning grounds, spawning route or feeding
migration route for a variety of marine life. In addition,
the ecological impact assessment area of this project
locates within the migration route of a variety of birds.
However, the engineering sea area is not the most
important route that birds travel through during the
migration period.

During the construction period and operation period, a
series of ecological impact mitigation and restoration
measures need to be taken for the marine ecological
environment and biodiversity conservation, including
optimization of construction plan during the
construction period, restriction of the scope of
construction, adjustment of construction schedule,
implementation of ecological environment monitoring
and aquatic organism monitoring, designation of
emergency response plans, formulation of breeding
and stocking plans during operation period,
implementation of ecological environment monitoring
and aquatic organism monitoring, and implementation
of bird protection.

Project owner and construction unit shall
take corresponding marine ecological
impact mitigation and restoration measures
in accordance with requirements of the EIA
report of the project during construction
period and operation period.
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Cooperation and Exchange in Marine Economy and Finance
IB actively cooperates and exchanges with government agencies, non-governmental

organizations, scientific research institutions, financial institutions, etc., and shares

relevant knowledge on the marine economy and marine finance.

Case: "Blue Carbon Fund" guides enterprises to practice carbon emission reduction

In 2021, IB Xiamen Branch set up China's first "Blue Carbon Fund”, which was
specially used to to purchase carbon sink by entrusting the Xiamen Property Rights
Trading Center (Xiamen Carbon and Pollution Rights Trading Center) to offset designated
carbon emissions and promote carbon neutrality. The first marine carbon sink transaction
was completed on September 121, 2021, and the purchased carbon sink was used to
offset the carbon emissions of the first batch of "carbon neutral airway tickets” jointly
launched by Industrial Bank and Xiamen Airlines, and the carbon sink revenue was used
for the mangrove ecological restoration project.

In the future, the Blue Carbon Fund will continue to focus on blue ecosystem, and
actively cooperate with think tanks such as the Key Laboratory of Oceanography. The
Blue Carbon Fun aims to guide more enterprises and customers to practice carbon
emission reduction together, form a synergy with funds, think tanks and actions, and
invest more social resources and capital into carbon sink ecosystem restoration projects

e.g. mangroves, salt marsh wetlands and seagrass beds.

Case: Actively participate in blue finance knowledge sharing and capacity building

In December 2021, Economist Impact of The Economistheld the 2021 World Ocean
Summit Asia Pacific, inviting representatives of more than 100 institutions, including
Asia-Pacific government agencies, non-governmental organizations, enterprises and
financial institutions, to participate in the forum, with topics regarding marine
environmental protection, marine resource utilization, oceans and climate change, marine
economics and finance, etc.. IB was invited as a representative of financial institutions to
participate in the discussion on the theme of "How are blue bonds reframing marine
project finance?" and shared IB's successful experience in the issuance and effectiveness

of blue bonds.
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