B INTERNATIONAL The Market Opportunity

B 4 FINANCIAL ) . .
y CONSULTING LTD for BC’s Climate Finance

Better Institution5| Better Outcomes a n d C I e a n Te C h n O | O gy
sectors

Submitted to: AdvantageBC

© AdvantageBC"

International Business Centre - Vancouver

November 28, 2019




What is Climate Finance /
Sustainable Finance?

Refers to financial
investments and the
systems of making all

financial flows
consistent with a
pathway toward low-
carbon and climate-
resilient development.

Climate finance is accelerating with the growing urgency to
address climate change

= Global climate finance increased 25% to USS579 Billion in 2017/2018

= USS1.6T to $3.8T annually is estimated as the investment needed for supply side
energy systems alone, to keep global warming under 1.5°¢c

= Volume from private sector sources now exceed public sources
" Energy and transportation sectors receive majority of investments
= The need for global collaboration has spawned new multi-national associations
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Key developments are shaping sustainable finance markets and
ecosystems

Financial centers are re-positioning as regional and global hubs

Debt capital markets are exponentially increasing through green bond issuances
Investment Funds (AUM) are prioritizing climate risk factors at unprecedented levels
Regulatory and market oversight initiatives for climate risk disclosure are being

implemented
Public Finance has prioritized catalyzing private markets for climate finance

Specialized green products, programs and market-maker services are emerging
All components of sustainable finance ecosystem are re-orienting:

@% 211 I 'f%fi
New New channels New products, New forms of New national

sources of of delivery services and regulation and roadmaps
capital standards disclosure

requirements
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In Canada, the opportunity of financing our national
transition to a green economy translates into
financial sector revenue potential of
S27B annually and up to S110B annually by 2025
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Canada is developing a national strategy to build a healthy sustainable finance ecosystem

= Canada’s Expert Panel Report presents a roadmap of actionable recommendations (15) to mainstream
sustainable finance in Canada
= Canadian milestone accomplishments are building the field
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C=IELERE
positioned to

build
sustainable

finance hubs
of global
stature

Global Green Finance Index (GGFI) ranks Canadian financial
centers favorably against 100+ international comparators

» GGFI ranks Vancouver ahead of Toronto in depth (9t") and quality (13t")

= However, Toronto is positioned to scale rapidly by leveraging its established
traditional financial sector

develop Toronto as a global the pack’ due to the current lack of:
sustainable finance hub. a cohesive sustainable financing
strategy

partnerships with academia to drive
research and analytics

collaboration on systematic efforts to
attract and / or underwrite green
bond issuances.

Toronto ranked as one of 5 global
centers most expected to improve

Toronto Finance International (TFI) Relative to other centers globally
report identifies 7 calls to action to however, Toronto sits in the ‘middle of
significantly over the next 2-3 years

]
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Jurisdictions around the world are fighting for position as climate finance hubs, but the
global green finance ‘market pie’ continues to expand

Global Green Finance Index rankings include:

Quality Depth
= 1st: London = ]t Amsterdam
= 2nd: Paris = 2"d: Zurich & Copenhagen
= North American Leader: San Francisco = North American Leader: Montreal

Notable Competitors:

LGX is the world’s first SGX established mandatory As North America’s second Ranks first overall in Global Remains the global centre of
exclusively green exchange; lists sustainability reporting for all largest financial centre, Toronto Green Finance Index. Established PE/VC funding, with
half of global green bond primary listed companies. is well-positioned to develop and an exemplary partnership numerous funds expanding
volume; leading exchange for expand expertise and talent in between central government and into Social venture and capital
Chinese RMB green bonds. sustainable finance and capitalize financial services sector. innovation. Established risk-
on this economic opportunity. taking and innovation focused
culture
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In B.C., sustainable finance innovations leverage our unique ‘green’ culture, build
expertise, and align with municipal /provincial policy goals

Specialty green City of
finance programs
launched with City R e

of Vancouver, green bond
academia, federal $85M
programs

GGFI ranks
Vancouver ahead BC’s carbon
of Toronto in tax a success
Depth and
Quality

Vancouver

Niche expertise in

.. . Vancouver branches of
Translink issued Sustainable VC Canadian and

its first green sector is small but international banks,

bond S400M active non-bank financial
institutions, asset

managers and market
makers.
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B.C. is positioned to play a leadership role in green finance within
Canada

= BC Incentives could address Expert Panel recommendation 9.2

“Work with financial sector leaders to accelerate Canada’s supply of liquid green and transition-
linked fixed income products”

= BCincentives could attract and consolidate green finance expertise locally

For example, though expanded financial institution branch offices or activities, new associations,
boutique service firms, and/or new institutions such as a BC green bank.

= Regional considerations could be incorporated
Such as BC’s gateway status to Asia-Pacific markets, and partnering with Toronto as a ‘sister’ hub

= Vancouver as a green finance hub could build cohesion of key initiatives

Such as the CleanBC agenda (S900M), CoV’s ‘greenest city’ commitments, the Canadian Expert
Panel recommendations, and a vibrant entrepreneurial and clean tech community
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The global cleantech market opportunity is $2.5 Trillion, driven by massive demand for
innovation in low carbon solutions to counter the impact of global trends such as rapid
urbanization, food scarcity, extreme weather and peak oil.

Infrastructure

resilience
$120B per year Demand for

Cleantech solutions: Sustainable
Clean Ener infrastructure
. .gy $625B to 2050
Green Buildings
Green Mobility

Renewables and
smart grid

$10.2T to 2050 Industrial processes
Forestry Sustainable

. agriculture
Materials and waste
Circular
economy $4.5T

to 2030
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Canadian cleantech firms benefit from a strong innovation culture

Contributes 1.4% to domestic Global reputation for excellence
GDP ($30B)
Employs 55,000 people in 850 firms

Canada’s Cleantech
Sector

4th most innovative in the world

®" |nnovation in Canada’s extractive industries and expertise in energy efficient building have created cross-

sector cleantech clusters

= |nnovation, Science and Economic Development Canada (ISED) prioritizes support for Canada’s cleantech
sector with a vision to triple cleantech exports to S20B annually by 2025

= |ndustry partnerships and strategic investors (with patient capital) play a critical role

= Canada has favourable trade agreements with largest buyers
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B.C. ‘punches
above its weight’
with 40% of
Canadian cleantech
firm headquarters

in B.C. employing
14,000 people in
270 firms

The BC cleantech sector flourishes in a positive policy
environment with a supportive eco-system

= B.C. leads the country with strong, long-standing climate policies and
programs that drive demand for cleantech

= B.C. has a strong innovation culture supported by a deep eco-system of
research centres, hubs, accelerators and incubators, creative finance and

other support organizations

= B.C/s unigue competitive strengths are poised for integration with global
supply chains to build a stronger brand and scale

= B.C. firms are important intermediaries to trade with California, Cascadia and
the Asia-Pacific region

INTERNATIONAL FINANCIAL CONSULTING LTD.



Leading cleantech sectors in BC are poised for global markets:

Clean Energy Sector: The global grid will be half-powered by renewables by 2050

* S300B+ per annum is the estimated market for ‘smart grid solutions’
 BC’s deep expertise in smart grids derived from energy sector and tech sector innovations

Clean Transportation Sector: By 2025 every sixth car sold will be electric

* S$225B by 2024 is the estimated market for ‘smart transportation’ solutions
* B.C’s clean vehicle cluster expertise specializes in smart logistics, alternative fuels and advanced materials

Green Building Sector: The world needs 2 billion more homes by 2100

* S350B per annum is the estimated market for high performance green building products

* BC has deep expertise in building envelopes, mechanical systems, high performance building products
and expertise to meet demand along the entire green building value chain.

Industrial Efficiencies: Solutions for resource utilization efficiencies are in high demand across sectors

e $2.9T by 2013 is the estimated market for resource efficiency and innovation solutions
* BC’s expertise is grounded in its diverse resource sector experience
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Challenges to B.C.s cleantech growth include a fiercely competitive

market; B.C. companies are vulnerable to takeovers until they are stronger

= |[nternational competition is fierce; major competitive cleantech market hubs are
in the US, UK and Germany which, together with Canada, comprise 75% of the
global cleantech market.

= Major global cleantech city hubs include Boston, San Jose, Austin, San Francisco,
and Seattle (in the US); London, Berlin, Tel Aviv, Helsinki

= BC cleantech companies are strong in pre-market innovation and development,
but with inadequate access to risk capital are weak in commercialization and
deployment, thwarting growth and access to international supply chains

= The export market is critical to expansion as the Canadian market is risk averse
and limited

= Canada has failed to send the strong, domestic market signal needed to encourage
long term cleantech investments
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CONCLUSION
AdvantageBC could play a pivotal role through smart tax incentives targeting

BC’s high potential cleantech and climate finance sectors

= Leading clean tech sectors are clean energy, clean
transportation, clean buildings, and general industrial
efficiencies realms of the clean tech sector.

= B.C. cleantech innovations are positioned to offer replicable
and scalable solutions for application around the world,
having been incubated in a positive environment for early
stage development.

= BC’s green finance sector opportunity is to build out the
ecosystem to scale as a leader and exemplar for the rest of
Canada, leveraging its unique culture and expertise.

= This includes attracting expertise for consolidation in BC and
catalyzing the development of key financial products aligned
with emerging national and international priorities.
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