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SUMMARY

Malaysia Rail Link Sdn Bhd (MRL) (Company Registration No: 201601032094 (1203035K)) has engaged
MARC Ratings Berhad to review its SDG Sukuk Framework (the Framework).

MARC Ratings’ external review consists of three parts: an impact significance analysis based on MRL’s
Framework; an assessment of alighment with the Social Bond Principles (SBP), Green Bond Principles
(GBP), and Sustainability Bond Guidelines (SBG) of the International Capital Market Association
(ICMA); or Social Bond Standards (SBS), Green Bond Standards (GBS), and Sustainability Bond Stand-
ards (SUS) of the ASEAN Capital Markets Forum (ACMF); or Sustainable and Responsible Investment
(SRI) Sukuk Framework of the Securities Commission Malaysia (SC) or as they may be subsequently
updated or amended; and an evaluation of MRL’s sustainability implementation capacity and perfor-
mance.

The Framework has been developed to demonstrate how MRL intends to fund projects through the
SDG Sukuk that will deliver environmental and social benefits in close alignment with the United Na-
tions Sustainable Development Goals (SDGs). In assigning the assessment, MARC Ratings has relied on
pre-issuance information provided by associated parties, as well as information gathered from the
public domain.

The proceeds raised in accordance with the Framework will be used exclusively to finance or refinance,
in whole or in part, new or existing development expenditures with social and/or green focus in one
or more of the eligible categories defined in the Framework.

To ensure proper governance, MRL has set up various functions including Corporate Social Responsi-
bility, Risk Management, Anti-bribery Management and Project Governance frameworks. The ECRL
Project team will be responsible for monitoring and assessing the social and environmental viability of
the activities executed within the project period.

The net proceeds from the financing will be managed internally. MRL will create an SDG Sukuk register
to monitor the allocation of the proceeds raised based on this Framework. The Framework aligns
MRL’s post-issuance tracking and reporting on Use of Proceeds with the SC’s SRI Sukuk Framework.
The SDG Sukuk Report to be prepared by MRL annually will include information regarding the amount
of proceeds allocated based on eligible category, amount of proceeds allocated for financing and refi-
nancing, respectively, remaining balance of unallocated proceeds, description of green and/or social
projects, as well as impact indicators for each eligible category where information is available. Where
feasible, MRL will disclose qualitative performance indicators, quantitative performance measures and
the key underlying methodology and/or assumptions used. MARC Ratings considers the process for
the management of proceeds to be in line with market practice.

Based on our review of the relevant documentation and assessment as per our Impact Bond Assess-
ment (IBA) methodology, MARC Ratings has assigned a “Gold” assessment to the Framework. MARC
Ratings also opines that the Framework is correspondingly aligned with the core components of the
GBP/ SBP/ SBG, ASEAN GBS/ SBS/ SUS, and the SRI Sukuk Framework.



Introduction

MRL was incorporated on September 26, 2016, as a special purpose vehicle (SPV) company wholly
owned by Malaysia’s Ministry of Finance (MOF). MRL was established to manage as project owner,
facilitate, undertake, and expedite the construction of the East Coast Rail Link project (ECRL or the
“Project”) approved by the government. MRL intends to raise RM10.21 billion from the issuance of the
SDG Sukuk programme which will be allocated towards the Project.

ECRL is an electrified railway project that aims to connect the East Coast states of Kelantan, Tereng-
ganu, and Pahang to the Greater Klang Valley region. As part of the East Coast Economic Region (ECER)
Masterplan, ECRL is poised to promote equitable growth between the east and west coasts of Penin-
sular Malaysia. The Engineering, Procurement, Construction, and Commissioning (EPCC) contract for
the ECRL Project has been awarded to the China Communications Construction Company Ltd (CCCC).

Based on available information, the 665-km rail network will include 10 passenger stations and 10
combined passenger and freight stations, four interchanges connecting existing services, and exten-
sions to key ports, facilitating economic development and reducing travel times. At speeds of up to
160km/h, the ECRL passenger trains significantly reduce travel time from Kota Bharu to the Gombak
Integrated Transport Terminal to approximately 4 hours from an average of 7 hours by road. Antici-
pated for completion by end-2026 and operational in 2027, the ECRL is poised to stimulate commercial
activities, attract investments, generate job opportunities, and promote tourism along its rail network.
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Sustainability Governance Structure

Based on information gathered, MRL’s Board of Directors (BOD) holds the ultimate responsibility in
ensuring sustainability is integrated into the Company’s strategic direction. The sustainability oversight
by the BOD is integrated through the establishment of several board sub-committees including the
Board Risk, Audit & Governance Committee (BRAGC) and the Nomination & Remuneration Committee
(NRC).

The process to identify, mitigate, monitor and report environmental, social, and governance (ESG) risks
is guided by the Risk Management Process, in line with MRL’s Enterprise Risk Management (ERM) Pol-
icy & Framework. All identified ESG issues and risks are reported to the ESG Taskforce Committee,
which consists of the Top Management Committee (TMC), led by the Chief Executive Officer. Subse-
qguently, the major and critical ESG risks are reported to the BRAGC and BOD.

Me— SUSTAINABILITY GOVERNANCE STRUCTURE
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Board of Directors sustainability is integrated into the MRL's
strategic direction.
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MRL Sustainability Governance Structure — Roles & Responsibilities

Board of Directors

Holds ultimate responsibilityin ensuring sustainability is integrated into the Company’s strategic direction.
* Overseesthe overall sustainability strategy and direction

Nomination and Remuneration Committee Board Risk, Audit and Governance Committee (BRAGC)

+ Reviews Board and senior management performance + Approves sustainability strategy, targets, annual materiality assessmentand
evaluation against the agreed sustainability targets and KPIs disclosures to external stakeholders

+ Overseesthe implementationof sustainability strategy

* Approves relevant sustainability policies, including environmental and social
policies
Menitoring of sustainability performance and risks

Annual Reporting

Quarterly Reporting
ESG Taskforce led by CEO and Top Management Committee
* Approve and oversees the development of sustainability strategy and frarr 1d recommer isionto

BRAGC
« Oversees the implementation of sustainability strategy and initiatives
+ Deliberates and reviews annual sustainability matters and risks, KPIs and performance before escalatingto BRAGC
* Oversees and considersinput from ESG Working Team to ensure robustness of sustainability management system

Quarterly Reporting
Enterprise Risk Management ~ SouteesiE Sustainability Steering
Committee — ESG Working Team

Review sustainability strategy, frameworks, plan and roadmaps
+  Worksin collaboration with the ERM to

* Review sustainability targets and KPI setting
Monitors, tracks and reports sustainability performanceto the ESG Taskforce provide progressreports on sustainability

« Secretariat functionresponsible in coordination of sustainability strategies performance

+ Review plans and timeline for disclosures o BevEmend e el
* Aligns sustainability agenda with business practices on the ground sustainability strateqy and intiatives in

+ Coordinates with Risk nent Committee to iderand incorporate sustainability risk within the Company’s operations aynd sup?irtdivisions

risk profile
Provides progress reports on sustainability performance to the TMC

Sustainability Framework

As the development enabler for the country with its potential to reshape the East Coast region eco-
nomic landscape, MRL intends to develop the Project responsibly, taking preventive measures to pro-
tect the environment and natural heritage, as well as developing the untapped pool of local, home-
grown talent for more sustainable growth for the nation. As part of its ESG journey, MRL has launched
their ESG Framework, which will guide MRL’s overall sustainability integration, supported by their SDG
Sukuk Framework that aims to ensure that the funds are channeled to sustainable projects.
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M ESG FRAMEWORK AND GREEN SURUKR FRAMEWORK OF MRL

QO  An ESG Framework guides MRL's overall integration of ESG considerations
O Green SUKUK Framework supports the implementation of the ESG-related initiatives in ensuring funds are channeled to green/
sustainable projects
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IMPACT SIGNIFICANCE ANALYSIS

MARC Ratings’ qualitative analysis of the impact of the Use of Proceeds is conducted in the context
of the SDGs. As a globally accepted guidepost for transition to sustainable development, the SDGs
serve as a useful framework of reference for impact analysis. The 17 SDGs are at the heart of the
global sustainability agenda covering three broad areas of economic, social, and environmental
developments to be achieved by 2030.

The SDG Sukuk Framework has been developed to demonstrate how MRL intends to fund projects
through SDG Sukuk that will deliver environmental and social benefits in close alignment with
SDGs. The net proceeds of the SDG Sukuk will be used to finance or refinance, in whole or in part,
new or existing development expenditures with social and/or green focus.

The Framework defines six broad Eligible Categories for the Use of Proceeds which cumulatively
support 5 of the 17 UN SDGs, and the Eligible Categories are as follows:
1. Clean Transportation
Energy Efficiency
Pollution Prevention and Control
Sustainable Management of Natural Resources
Socioeconomic Advancement and Empowerment
Affordable Basic Transport Infrastructure

ok wnN

ELIGIBLE CATEGORIES FOR USE OF PROCEEDS

Eligible Green Projects

1| Clean Transportation

Eligibility Criteria:

Development of clean public transportation systems, in line with the government’s sustaina-
bility agenda and the National Transport Policy (NTP) 2019-2030 strategy.

Example of Eligible Projects:
e Electrified rail project - ECRL

Sustainability Objective | Sustainability Benefit | Corresponding to the UN SDGs

portation systems

To mitigate the ef-
fects of climate
change and reduce
carbon footprint of

transportation

e To provide infra- | e Reduction in
structure enabling greenhouse  gas
clean public trans- (GHG) emissions

via the develop-

ment and con-
struction of elec-
tric rail project,
with an estimated
reduction amount

of 1 million tonnes

Alignment to the UN SDG:

UN SDG 11, Target 11.2

Making cities and human settle-
ments inclusive, safe, resilient, and
sustainable through the provision of
access to affordable and accessible




of CO; equivalent
(CO.e) per year

transport systems for all by expand-
ing public transport

Indicative measurement:
e Annual GHG
duced/avoided (tonnes of CO,e)

emissions re-

N

Energy Efficiency

Eligibility Criteria:

Installation, maintenance, and replacement of existing equipment with energy efficient de-

vices.

Examples of Eligible Projects:

Replacement of station luminaires with light-emitting diodes (LED)
Installation of sensor systems

Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

To improve the op-
erating efficiency of
the transportation
infrastructure

To invest in and im-
plement technolo-
that
emissions and en-

gies reduce
ergy waste identi-
fied through the
project team’s fea-
sibility studies

Reduction in en-
ergy consumption.
Improving opera-
tional efficiency of
the ECRL project.

Contributing

wards GHG emis-

to-

sion reduction

Alignment to the UN SDG:

UN SDG 7, Target 7.3

e Improvement in energy efficiency to
ensure access to sustainable energy
for all

UN SDG 7, Target 7a

e Facilitate access to energy efficiency
technology and promote investment
in energy infrastructure

Indicative measurement:

e Energy reduction per distance trav-
elled based on the proposed solution
(kWh/km).

e Reduction in electricity consumption
(kwh)




Pollution Prevention and Control

Eligibility Criteria:

Installation and maintenance of systems that minimise pollution (e.g. air, water or waste) in

ECRL’s operations.

Examples of Eligible Projects:

e Installation and maintenance of air filtration systems and noise barriers

Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

To mitigate poten-
tial environmental
impacts  including
risks of erosion and
landslides,  water
pollution, flooding,
social impacts, and
noise pollution

To adopt technolog-
ical innovations that
ensure climate resil-
ience and environ-
mental sustainabil-

ity

Preventing air, wa-
ter, land, and noise
pollution

Reducing air pollu-
tants such as PMO,
NOx SOx
through the instal-

and

lation of air filtra-
tion systems

Minimising the
risks of landslides,
soil erosion and
water pollution
through construc-
tion of tunnel

Alignment to the UN SDG:

UN SDG 12, Targets 12.4

e Achieving environmentally sound
management of wastes throughout
their life cycle, and significantly re-
duce their release to air, water, and
soil in order to minimise their ad-
verse impacts on human health and
the environment

UN SDG 12, Targets 12.5

e Substantially reduce waste genera-
tion through prevention, reduction,
recycling and reuse

Indicative measurement:

e Air pollutants reduction (PMO/ NOx/
SOx, in %)

Sustainable Management of Natural Resources

Eligibility Criteria:

Habitat and biodiversity conservation through sustainable management of land use and for-

estry, guided by the Environmental Management Plan and Wildlife Management Plan.

Example of Eligible Projects:

e Construction of tunnels along the track which aims to reduce the loss of forest re-

serves

e Forestry research, habitat enrichment and restoration programme
o Wildlife Management Plan to minimise and monitor impacts on wildlife and their hab-

itats




Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

To preserve flora
and fauna species
through conserva-
tion efforts

To minimise im-
pacts on the envi-
ronment and wild-
life while maximis-
ing the develop-
ment benefit to the
local populace

Reducing the re-
quirement to ac-
quire forest land
from 2,000 hec-
tares to 276 hec-
tares

Minimising threats

associated  with
significant loss of
biodiversity and

wildlife species
Preserving forest
and wildlife.

Alignment to the UN SDG:

UN SDG 15, Target 15.5

Reduce the degradation of natural
habitats, minimise the loss of biodi-
versity, and protect and prevent the
extinction of threatened species

UN SDG 15, Target 15a

Mobilise and significantly increase fi-
nancial resources to conserve and
sustainably use biodiversity and eco-
systems

UN SDG 15, Target 15.7

End poaching and trafficking of pro-
tected species of flora and fauna

Indicative measurement:

Area conserved or protected in m?
Number and nature of projects that
support climate change adapta-
tion/resilience

Number of wildlife species con-
served

Eligible Social Projects

[

Socioeconomic Advancement and Empowerment

Eligibility Criteria:

Funding of upskilling of locals through technical training, which eventually offers employment
opportunity to successful trainees.

Examples of Eligible Projects:

e Industrial Skills Training Programme
e Appointment of local subcontractors and suppliers

10




Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

To upskill locals
with technical train-
ing aligned with the
Malaysian industry
standard

To ensure participa-
tion of local and
Bumiputera
tractors in the ECRL

project

con-

To promote a safe
working  environ-

ment

Providing capacity
building for local
workforce to en-
sure agility and rel-
evancy in the ever-
evolving transpor-
tation industry

Providing employ-
ment opportuni-
ties for local com-

munities

DECENTWORK AND
ECONDMIC GROWTH

o

Alignment to the UN SDG:

UN SDG 8, Target 8.3

e Promote sustained, inclusive, and
sustainable economic growth, full
and productive employment, and
decent work for all through devel-
opment-oriented policies that sup-
port productive activities, decent
job creation, entrepreneurship, cre-
ativity, and innovation, and encour-
age the formalisation and growth of
micro-, small- and medium-sized en-
terprises, including through access
to financial services

Indicative measurement:

e Number of jobs generated

e Number of local population sup-
ported

Affordable Basic Transport Infrastructure

Eligibility Criteria:

Provision of land transport services to foster inclusivity for community which would not have

access to these services under normal operations or circumstances.

Example of Eligible Projects:

e ECRLrail network that will help connect cities and towns and upgrade public transport

in rural areas

Sustainability Objective

Sustainability Benefit

Corresponding to the UN SDGs

To connect cities
and towns and up-
grade public
transport in rural

areas

Achieving equita-
ble growth and de-
be-
tween the east and

velopment

west coasts of Pen-
insular Malaysia

Alignment to the UN SDG:

11




e To ensure that the | « Enhancing the | UN SDG 11, Target 11.2

public has easy ac- quality of life | @ Making cities and human settle-

cess to reliable through delivery of ments inclusive, safe, resilient, and

transport services, affordable and ac- sustainable through the provision of

which will signifi- cessible transport access to affordable and accessible
v red | transport systems for all by expand-

cantly reduce trave system ing public transport

times e Enable connectiv-

ity among Malay- | |ndjcative measurement:
slan communities | o Number of passengers, or passen-
ger-km

Note: Indicative measurements stated represent examples only and are not exhaustive.

The main goal of the Framework is to set forth principles under which MRL intends to issue financ-
ing instruments. The six (6) eligible green and social categories identified in the Framework align
with the project categories recognised by ICMA’s GBP/SBP/SBG, ACMF’s ASEAN GBS/SBS/SUS, and
SC’s SRI Sukuk Framework.

Each of the Eligible Categories will support the initiatives in achieving the UN SDGs such as:

Green Category:

e (Clean transportation (UN SDG 11);

Energy efficiency (UN SDG 7);

Pollution prevention and control (UN SDG 12); and
Sustainable Management of Natural Resources (UN SDG 15)

Social Category:
e Socioeconomic advancement and empowerment (UN SDG 8); and

e Affordable basic transport infrastructure (UN SDG 11)

Overall, the anticipated impact of the Use of Proceeds is assessed to be “Significant”, considering
its potential to contribute to an advanced and transformative sustainable development. The ex-
pected sustainability benefits of the Use of Proceeds are highly aligned with MRL’s sustainability
approach, the UN SDGs, and national sustainable development priorities.

12



Very
Significant

This level of impact significance is assigned where underlying projects are expected to gener-
ate very visible positive ground level impact. Projects at this level support the realization of
long-term integrated visions of sustainable development that are consistent with global sus-
tainability goals, as well as national sustainable development goals and priorities.

Significant

This level of impact significance is assigned where underlying projects are expected to gener-
ate a visible positive ground level impact. Projects at this level have the potential to facilitate
adjustments towards a more sustainable development trajectory and to meaningfully advance
national level sustainable development goals.

Fairly
Significant

This level of impact significance is assigned where underlying projects are expected to gener-
ate a ground level impact which, although at a lower magnitude than that expected for higher
assessment levels, is still considered noteworthy.

Marginal

This level of impact significance is assigned where underlying projects are expected to gener-
ate a positive but limited ground level impact.

Not
Significant

This level of impact significance is assigned where underlying projects are expected to have
negligible ground level impact.

13




ASSESSMENT OF ALIGNMENT WITH GBP/ SBP/ SBG,
ASEAN GBS/ SBS/ SUS AND SC’S SRI SUKUK FRAME-

WORK

A summary of the findings of our review is given below. The detailed review is attached in this

assessment’s appendix.

Principle One: Utilisa-
tion of Proceeds

R

Principle Two:
Process for Project
Evaluation and Selec-
tion

The SDG Sukuk Proceeds will be exclusively utilised for the financing
and/or the refinancing, in whole and/or in part, of Eligible Projects, new
and/or existing assets, businesses, projects and/or products that com-
ply with the eligibility criteria recognised by GBP/ SBP/ SBG, ASEAN
GBS/ SBS/ SUS, and the SRI Sukuk Framework.

The Eligible Categories outlined in the Framework are aligned to one or
more of the following project categories specified in the SRI Sukuk
Framework:

. Clean Transportation

. Energy Efficiency

. Pollution Prevention and Control

. Sustainable Management of Natural Resources

. Socioeconomic Advancement and Empowerment

. Affordable Basic Transport Infrastructure

AUk, WN -

MRL commits to provide information on the allocation of proceeds to
new financing versus refinancing as part of the allocation reporting to
be carried out post-issuance.

A register of Eligible Projects will be maintained by MRL that will be
periodically reviewed to verify that all assets in the register continue to
meet the criteria under the Framework.

In MARC Ratings’ opinion, the defined eligible Use of Proceeds catego-
ries in the Framework meet the criteria for Use of Proceeds as set forth
in the GBP/ SBP/ SBG, ASEAN GBS/ SBS/ SUS, and the SRI Sukuk Frame-
work.

The following processes have been undertaken for evaluation and se-

lection of Eligible Projects:

(a) Establishing Corporate Social Responsibility, Risk Management,
Anti-bribery Management, and Project Governance frameworks to
ensure proper governance of the Project.

(b) Implementing action plans, key performance indicators, policies,
and procedures to ensure that the social and environmental well-
being of the Project is preserved. The responsibility of monitoring
and assessing the social and environmental viability of the activities
executed during the construction and operation period will fall un-
der the project team.

(c) Appointing the Key Management team to be responsible for driving
the sustainability initiatives and reporting to the Board.

14



9

Principle Three:
Management of
Proceeds

Principle Four:
Reporting

MRL has undertaken necessary processes to identify and manage po-
tentially material environmental and social risks associated with the EI-
igible Projects. Various studies and evaluations have been conducted
to identify the potential impacts, including Environmental Impact As-
sessment (EIA), Environmental Management Plan and an Erosion and
Sediment Control Plan, flood study, Wildlife Management Plan, flora
survey, and Social Impact Assessment.

In MARC Ratings’ opinion, the processes and governance in place en-
sure compliance with the requirements.

The SDG Sukuk Proceeds raised shall be allocated to the Eligible Projects
selected as per the evaluation and approval process set out above.

MRL will create an SDG Sukuk register to monitor the allocation of the
use of proceeds. The Register will contain (where applicable) the follow-
ing information for each SDG Sukuk issued:

e |dentifier for the sukuk: Issuing entity, ISIN, transaction or listing
date, principle amount outstanding, pricing (such as coupon or in-
terest rate), repayment schedule or amortisation profile, and ma-
turity date.

e Allocation details: Eligible categories, amount of investment, and
other relevant information.

During the tenure of the SDG Sukuk, if any Eligible Project ceases to fulfil
the requirements set out in the Framework, MRL will identify other as-
sets that comply with the Framework and allocate the proceeds to the
newly identified Eligible Projects as soon as reasonably practicable.

Where the allocation of proceeds is pending due to there being insufficient
approved Eligible Projects at any given time during the tenure of the sukuk,
MRL will deploy the proceeds at its own discretion in cash instruments in
accordance with its cash investment policy in the interim.

In MARC Ratings’ opinion, the procedures and governance in place pro-
vide assurance that the financing proceeds would be tracked appropri-
ately.

MRL will publish allocation and impact reporting annually until the ma-
turity of the SDG Sukuk Transactions and such reporting will be made
available at www.mrl.com.my.

Allocation Reporting
e The section on allocation in the SDG Sukuk Report will include, among
others:
o Amount of allocated proceeds by eligible category.
o Amount of allocated proceeds for financing and refinancing.
o Remaining balance of unallocated proceeds at the end of the
reporting period, if any.
o Description of green and/or social projects.

15


http://www.mrl.com.my/

Impact Reporting

Where possible, MRL will report on the environmental and social impacts
associated with the Eligible Projects funded with the proceeds. Subject to
the nature of Eligible Projects and availability of information, MRL aims to
include the impact indicators accordingly.

External verification will be carried out by a monitoring accountant en-
gaged by MRL to review its SDG Sukuk Report, including the internal track-
ing method, allocation of net proceeds and the impact of its SDG Sukuk,
on an annual basis. Such annual review will be made available on the des-
ignated website.

In MARC Ratings’ opinion, the reporting commitments are aligned with
the requirements of the GBP/ SBP/ SBG, ASEAN GBS/ SBS/ SUS, and the
SRI Sukuk Framework.

Overall, MARC Ratings considers the Framework to be aligned with the core components of the re-
spective standard regarding the Use of Proceeds, Process for Project Evaluation and Selection, Man-
agement of Proceeds and Reporting (including Disclosures).

Clarity of Issuance Process and Total Score
Disclosure
X High 10 - 12 points
] Good 7 —9 points
] Satisfactory 4 — 6 points
[] Low Below 4 points

Equal weighting is given to each of the four principles in arriving at the total score which is then ex-

pressed on the above four-point descriptive scale which ranges from High to Low.

Assessment Grade

High Good Satisfactory Low
3 2 1 0
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ANALYSIS OF SUSTAINABILITY PERFORMANCE

Established with the purpose of administering the implementation of the ECRL, MRL has been inte-
grating sustainability into their operation since the establishment of their ESG Framework in June
2022.

Me_ OUR ESG JOURNEY

= ESG framework = ESG Taskforce
update to Meeting
BRAGC/ BOD = Establishment of
s Marenialiny * ESG awareness Scope 1 &2 VEeCimgERE
Visioning s emission data Update to Senior
workshop Employees collection Management
Jul 22 Dec 22 Jun 23 Oct 23
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initiation Assessment Infrastar Certification discussion with
= ESG Taskforce Validation = Green-Re EPCC Contractor
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discussion mapping &
identification

MRL conducts regular engagement with the various stakeholders, including the local population, con-
tractors, suppliers, government, and state departments. Through these engagements, MRL has formu-
lated their materiality matrix, which helps identify their sustainability focus areas. MRL’s top priority
includes public safety and satisfaction, business ethics and integrity, occupational health and safety,
community outreach, biodiversity, climate change, local participation, and regulatory compliance.
These focus areas are aligned with the material issues listed in Morgan Stanley Capital International’s
(MSCI) ESG Industry Materiality Map and Sustainability Accounting Standards Board’s (SASB) Materi-
ality Finder under the Rail Transportation industry.
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Project Evaluation through Environmental Impact Assessment (EIA)

The ECRL project spans across diverse landscapes, including hilly terrain and dense forests. The project
team works to improve the rail alignment so that impacts on the environment and wildlife could be
minimised. An EIA has been carried out to improve project design and to meet the project’s sustaina-
bility objectives. The EIA reports have been prepared and approved in phases for each section, namely
Section A, Section B, Section C, and KPC Realignment. Their respective approval dates are as follows:

- SECTION A SECTION B SECTION C2 “

Approval Date 13" Mar 2020 26th Apr2018 20" Dec2021 15 Sept 2021

The potential environmental impacts identified by the EIA include the risks of erosion and landslides,
water pollution, flooding, social impacts, and noise pollution. The ECRL team works closely with the
Department of Environment and other pertinent government entities to ensure the proper implemen-
tation of protective measures.

Based on the EIA Report for Section C2 of the ECRL Project conducted by ERE Consulting Group,
several environmental and social benefits had been identified:

e Greenhouse Gas Avoidance
o The estimated cumulative net CO.e emissions avoided for year 2025, 2035 and 2045 are
74,640 MT CO,e /year, 128,617 MT CO,e /year and 202,848 MT CO,e /year, respectively®.
e Job Creation

! The quantification of emission offsets will be calculated using “Mobile Combustion: GHG Emissions Calculation Tool Version 2.6” de-
veloped by the World Resources Institute (WRI), utilising emission factors derived from the United Kingdom Department for Environ-
ment, Food & Rural Affairs (UK DEFRA), the United States Environmental Protection Agency (USEPA), and the Intergovernmental Panel
on Climate Change’s (IPCC) 2006 Guidelines for National Greenhouse Gas Inventories.
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o Employment and business opportunities will be generated during the construction and
throughout the operations of ECRL.
e Contributes Towards National Economic Growth and Competitiveness
o The enhanced connectivity provided by the ECRL is anticipated to foster inter-regional
trading and service exchange, resulting in economic growth that benefits both national
and local governments through higher tax revenues.
e Enhances Quality of Life
o A substantial reduction in travel time between the East Coast and West Coast is advanta-
geous for the local population, along with the safety and comfort of train journeys.
e |Improves Income Growth and Standard of Living
o Positive economic growth in various sectors, including manufacturing, mining, education,
tourism, and commercial agriculture, leads to increased income levels for the people in
the region, ultimately improving their standards of living.
e Provide Freight Relief and Enhance Freight Transport Capacity
o The ECRL can potentially alleviate the dependency of freight trains on the Keretapi Tanah
Melayu Berhad (KTMB) line by utilising the Serendah Bypass, supporting the development
of Serendah as the Regional Cargo Hub in Peninsular Malaysia, as well as easing the con-
gestion at Kuala Lumpur Sentral (KL Sentral) which poses potential accident risks.
o Enhancement of rail transportation is a viable alternative due to its ability to carry larger
loads compared to land transportation that has capacity limitations and sea transportation
that now faces severe delays, congestion, as well as increase in freight charges.

The team has also developed an Environmental Management Plan and an Erosion and Sediment Con-
trol Plan to elaborate on the specific protective measures that will be enacted throughout the con-
struction phase. The construction of the project will incorporate 41 tunnels along the track, leading to
a substantial decrease in the loss of forest reserves. This initiative aims to preserve important forest
habitats, and a reduction in hill cutting is anticipated to minimise the risks of landslides, soil erosion,
and water pollution. In preparation, MRL has worked with the Forestry Department of Peninsular Ma-
laysia to conduct expeditions and a series of flora surveys in the affected areas.

The ECRL Project team, in collaboration with the Department of Wildlife and National Parks Peninsular
Malaysia, has also undertaken wildlife surveys through camera trapping along the alignment to ascer-
tain the wildlife population. To minimise and monitor impacts on wildlife and their habitats, a com-
prehensive Wildlife Management Plan has been devised. The ECRL will incorporate wildlife under-
passes of varying sizes strategically placed along its alignment to minimise the impact of habitat frag-
mentation and ensure the safety of animals crossing the tracks. Approximately 127.76 km of the ECRL
tracks will be built on elevated viaducts to facilitate unrestricted wildlife movement and safeguard
Malaysia's national heritage. A grant amounting to RM9,157,361.80 has also been allocated by CCCC
to carry out wildlife surveys, surveillance, and conflict mitigation.

Local Participation
Proactive efforts have been taken to ensure the participation of local contractors and suppliers of
building materials in the ECRL project. MRL and CCCC have reached an agreement for CCCC to appoint

local sub-contractors and suppliers for a minimum of 40% of the civil works, excluding tunnelling
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works. The value of works is estimated to be up to RM10 billion for the implementation of the project
from 2017 to 2026.

Aiming to enhance the involvement of local and Bumiputera contractors in the ECRL project, a special
committee chaired by the Secretary General of the Ministry of Transport was established to ensure
the effective participation of qualified local companies. A systematic registration and pre-qualification
process has been implemented for local contractors, facilitating the registration and pre-qualification
of local contractors for potential tender invitations from CCCC. CCCC has also agreed to accord special
attention on the appointment of small contractors from the G1-G3 categories, so that the contractors,
as well as the overall construction industry players in the country, could directly benefit.

Furthermore, local contractors appointed by CCCC are also eligible to apply for project loan financing
through Small Medium Enterprise Development Bank Malaysia Bhd (SME Bank), as outlined in a tri-
partite Memorandum of Understanding signed between MRL, CCCC, and SME Bank on November 18,
2019. This initiative ensures local contractors are supported by financing options to complete works
as per schedule and meet CCCC’s standards.

ECRL Industrial Skills Training Programme (PLKI-ECRL)

With the objective to upskill local individuals through technical training that aligns with Malaysian in-
dustry standards, the two-month PLKI-ECRL is open to individuals aged 18 years and above who pos-
sess proficiency in reading, counting, and writing. The PLKI-ECRL programme partners with various
government bodies, including Kementerian Belia & Sukan, Akademi Binaan Malaysia, Kementerian
Sumber Manusia, and Universiti Malaysia Pahang.

Sponsored by CCCC, with an allocation of RM11 million for the construction phase, the programme
covers all expenses, including training, accommodation, and meals throughout its duration. The pro-
gramme is scheduled from 2020 to 2026, continuing until the completion of the ECRL project. Success-
ful trainees are eligible for eventual employment opportunities with ECRL EPCC contractors and sub-
contractors.

Sustainability Governance and Risk Management

MRL has in place a Code of Business Ethics (COBE) which governs MRL’s business relationship dealings
with various stakeholders, encompassing ESG-related matters including Labor Practices and Universal
Human Rights, Whistleblowing, Ethical Dealing and Health, Safety, Security and Environment (HSSE).
Besides COBE, MRL has also established various policies including an Anti-Bribery Management Sys-
tem (ABMS) Policy & Framework, Whistleblowing Policy, Gift Policy, and Organizational Anti-Corrup-
tion Plan.

To ensure that MRL employees have the relevant knowledge on anti-bribery, corruption, integrity,
and ethics, MRL conducts relevant awareness programmes and regular trainings tailored to the brib-
ery and corruption risk associated with each position. The anti-bribery training is also integrated into
the induction programme for new employees.
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MRL has adopted an integrated Risk Management approach by broadening the scope of the Risk &
Compliance Division to include Sustainability functions, aligning them with existing functions such as
Enterprise Risk Management (ERM), Business Continuity Management (BCM), Integrity & Govern-
ance, and Legal. This comprehensive approach enables MRL to effectively oversee and address a wide
range of risks, including those related to ESG.

The overall governance framework at MRL is guided by the ERM Management Policy & Framework
(consistent with 1ISO31000:2018), the Anti-Bribery & Anti-Corruption (ABAC) Policy & Framework, and
the Sustainability Framework. This ensures that relevant best practices and applicable standards are
consistently integrated and applied across operations and projects wherever feasible.
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List of Certifications and Awards

MRL has received various I1SO certifications from Bureau Veritas Certification, The International Certi-
fication Network, and SIRIM QAS International, recognising their implementation and management of
quality, environment, occupational health and safety, and governance for the ECRL project is in line
with international best practices. The certifications also reflect MRL's commitment to address their
sustainability focus areas, in line with their ESG framework.

In addition, MRL is also rated 5-Star for Sustainable INFRASTAR, indicating that sustainability elements,
such as land use planning and management, resource management, energy and water management,
biodiversity and other ecosystem services, social and cultural protection and stakeholder coordina-
tion, are being considered in designing the project. The Anugerah Integriti, Governans Dan Anti-Rasuah
was also awarded to MRL, recognising the management’s continuous effort in adopting good corpo-
rate governance and internal control within the business processes to ensure transparency.

Issuer Certification/Award Brief Description
1 Bureau Veritas Quality Management Sys- ISO certification for the Quality Management System,
Certification tem (I1SO 9001:2015) obtained on April 25, 2018.
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2 Bureau Veritas Environmental ISO certification for the Environmental Management

Certification Management System System, obtained on April 25, 2018.
(ISO 14001:2015)
3 Bureau Veritas Occupational Health and ISO certification for the Occupational Health and
Certification Safety Management Sys- Safety Management System, obtained on April 25,
tem (ISO 45001:2018) 2018.

4 | The International | Anti-Bribery Management | ISO certification for the Anti-Bribery Management
Certification Net- | System (ISO 37001:2016/ | System, obtained on May 7, 2021.

work MS I1SO 37001:2016)
5 | SIRIM QAS Inter- Anti-Bribery Management | ISO certification for the Anti-Bribery Management
national System (ISO 37001:2016 / | System, obtained on May 7, 2021.

MS ISO 37001:2016)

6 | Construction In- Sustainable INFRASTAR for | 5-Star rating for Sustainable INFRASTAR, recognising

dustry Develop- Design - 5 Star Rating that sustainability factors have been considered in
ment Board the design of the project, obtained on April 12, 2023.
(CIDB)

7 | Institut Integriti Anugerah Integriti, Gov- Award to recognise the good corporate governance
Malaysia ernans Dan Anti-Rasuah and internal control within the business processes,

obtained in 2022.

Business Associates’ ESG Due Diligence

MRL’s COBE governs MRL’s business relationship dealings with various stakeholders, including suppli-
ers. Non-compliance with this Code or other applicable law provides grounds for MRL to review and
potentially terminate their business relationship.

MRL conducts extensive evaluation on its business associates to establish the business associates’
legitimacy, qualification, experience, and reputation, taking multiple factors into account. The busi-
ness associates are checked for their legitimacy as a business entity and possession of qualification,
experience, and resources needed to conduct the contracted business via channels such as Compa-
nies Commission of Malaysia (SSM), MOF Registration, CIDB registration, financial capabilities, Board
of Engineers Malaysia (BEM) registration, Extended Producer Responsibility (EPR) Form, and Company
Profile.

In order to establish whether and to what extent the business associates have an ABMS in place, the
business associates are required to answer the relevant questions incorporated in the registration
form. Should the business associates not have the system in place, they are to agree with MRL’'s ABMS
terms.

To follow best practices, the business associates, as well as their shareholder(s) and top management,
are screened through the Malaysian Anti-Corruption Commission (MACC) website to check for any
history of bribery, fraud, dishonesty, or similar misconduct, or having been investigated, convicted,
sanctioned, or debarred for such conducts, as guided by the Procurement standard operating proce-
dures under Control of External Providers. The structure of the transaction and payment arrange-
ments are also evaluated through the process of checking, verifying, and approving the payment
certificate and supporting documents obtained prior to submission to the Finance department.

Business associates will also be requested to provide copies of ESG-related certifications such as
CIDB Registration Certificate, SHASSIC Certificate, QLASSIC or CONQUAS certificate, OHSAS

22



18001, 1SO9001, 1S014001, ISO45001 and ISO37001. MRL also requires its business associates to
declare ESG-related practices by answering a series of questions in the registration form.

As part of the onboarding process for business associates, the COBE will be communicated via email.
Upon engagement for contract services, businesses associates are obligated to sign the Integrity Pact,
which will be provided along with the Purchase Order document.

Overall, MARC Ratings views that MRL’s sustainability performance to date provides reasonably high
assurance of its sustainability implementation capacity and performance.

The issuer positions itself as a sustainability leader in its industry, ranking in the
"top tiers" of performance across multiple categories of engagement, ranging from
supply chain management to environmental performance. Sustainability-related
risks and opportunities are integrated with the business strategy. Well-defined
sustainability policies and practices are augmented by strong accountability sys-
tems which allow for a benchmarking of the issuer’s performance against stated
objectives and the incorporation of external assurance in its sustainability report-
ing framework.

The issuer has integrated risk-based sustainability considerations in its operations
and has a robust process for assessing significant sustainability risks exposures to
minimise adverse impacts on its business. The focus of the issuer’s sustainability
performance monitoring and evaluation is on managing risk exposures to minimise
downside risk. Globally recognised best practice reporting frameworks guide the
issuer’s sustainability reporting.

The issuer has adopted a CSR-centric sustainability strategy that prioritises stake-
holder engagement and goodwill building. Sustainability is a small part of the is-
suer’s business strategy, nonetheless there is evidence to suggest that its sustain-
ability performance has progressed beyond maintaining regulatory compliance.
The issuer has implemented general sustainability reporting to investors.

The issuer has a policy of regulatory compliance but has yet to incorporate sus-
tainability considerations into its business operations. At this performance level,
the goal of sustainability management is to achieve and maintain compliance with
health, safety, and environmental requirements mandated by government laws
and regulations.

[] Excellent/Highest
Assurance

X Very Good/High

L] Good/Medium

[] Fair/Basic

[] Poor/Weak

The issuer has a record of poor sustainability performance or operates in unsus-
tainable industries.

MARC Ratings’ assessment of the issuer’s sustainability implementation capabilities and performance
is expressed on a five-level descriptive scale that runs from “Excellent” to “Poor” which corresponds
to five levels of assurance (Highest, High, Medium, Basic, and Weak). The assurance level can be inter-
preted as a measure of MARC Ratings’ confidence in the issuer’s continuing performance of its sus-
tainability obligations in line with marketplace expectations and in compliance with its framework for

financing issuance.
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RATING SCALE

GRADE

DESCRIPTION

Bonds assessed at this level are judged to offer very significant environmental
and/or social sustainability impact based on the projects supported or expected to
be supported by the bond issuance. The processes used or to be used for the allo-
cation and administration of proceeds, decision making process of eligible projects
and the reporting of performance indicators are consistent with the core principles
of the GBP and/or SBP and applicable market guidance or standards and should
support high standards of accountability and transparency.

Bonds assessed at this level are judged to offer significant environmental and/or
social sustainability impact based on the projects supported or expected to be sup-
ported by the bond issuance. The processes used or to be used for the allocation
and administration of proceeds, decision making process of eligible projects and
the reporting of performance indicators are consistent with the core principles of
the GBP and/or SBP and applicable market guidance or standards and should sup-
port good standards of accountability and transparency.

BRONZE

Bonds assessed at this level are judged to offer fairly significant environmental
and/or social sustainability impact based on the projects supported or expected to
be supported by the bond issuance. The processes used or to be used for the allo-
cation and administration of proceeds, decision making process of eligible projects
and the reporting of performance indicators are consistent with the core principles
of the GBP and/or SBP and applicable market guidance or standards and should
support satisfactory standards of accountability and transparency. Minor short-
comings exist in the areas assessed but none of them are major concern.
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MARC RATINGS BERHAD

MARC Ratings Berhad was incorporated as a public limited company to undertake the business of
providing credit rating services, as well as economic and fixed-income research publications, on behalf
of the MARC group of companies.

Effective January 1, 2022, Malaysian Rating Corporation Berhad (“MARC”) transferred its regulatory
license as a credit rating agency with the SC and the Bank Negara Malaysia-accredited External Credit
Assessment Institution (ECAI) status under Basel Il to its wholly owned subsidiary MARC Ratings. MARC
Ratings continues to adopt practices and procedures for Domestic Credit Rating Agencies based on the
guidance on the Code of Conduct Fundamentals provided by the International Organisation of Securi-
ties Commissions (I0SCO) and the Association of Credit Rating Agencies in Asia (ACRAA). MARC Ratings
continues to consult international best practices and the International Capital Market Association’s
Guidelines for Green, Social and Sustainability Bonds External Reviews in its conduct of external re-
views, particularly in relation to the organisation and content of external reviews.

Following a series of outreach and external reviewer capacity building initiatives jointly undertaken by
domestic market regulators and World Bank Group, MARC published its proposed criteria for rating
green, social or sustainability bonds in April 2018. The version that was adopted in July 2018 after
public consultation can be accessed on MARC’s corporate website at www.marc.com.my. As explained
in the criteria, the analytical framework consists of three components that provide insights to the
green, social and sustainability credentials of green, social and sustainability bonds: (1) an assessment
of environmental and/or social benefits of the underlying funded project(s); (2) an assessment of com-
pliance with internationally recognised principles and market standards for the evaluation of such
bonds; and (3) an evaluation of the issuer’s sustainability strategy and performance. Bonds which meet
the minimum thresholds in each of the three analytical components will be rated Gold, Silver or
Bronze.

For more information, visit www.marc.com.my or contact us at ratings@marc.com.my.
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Appendix

Review of Compliance with GBP/ SBP/ SBG, ASEAN GBS/ SBS/ SUS, and SRI Sukuk

Framework

Issuer: Malaysia Rail Link Sdn Bhd
MRL’s SDG Sukuk Framework

Key Additional Features to comply with for sukuk issuance:
[X] The proceeds allocated for the Project must not be used for ineligible projects specified by the ASEAN GBS (i.e., fossil fuel

power generation projects) as well as the ASEAN SBS (i.e. projects which involve activities that pose a negative social impact

related to alcohol, gambling, tobacco, and weaponry).

X continuous accessibility of information on Use of Proceeds, process for project evaluation and selection, and management of

proceeds to investors throughout the tenure of the sukuk.

[X] Periodic reporting on the allocation of the sukuk proceeds.

[X] The external reviewer’s credentials and scope of review conducted to be made publicly accessible from a website designated

by the Issuer throughout the tenure of the sukuk.

Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

Issuer

ASEAN GBS/ SBS/ SUS

3.1

The issuer must be an ASEAN issuer, or
the eligible green and/ or social pro-
ject(s) must be in an ASEAN country.

SRI Sukuk Framework

7.02

The proceeds (of Sukuk) will be applied
exclusively for funding of any activities
or transactions relating to the Eligible
SRI projects.

7.03

An jssuer must not— (a) use or adopt
the term “SRI sukuk”; or (b) hold itself
out as an issuer of such SRI sukuk, un-
less the issuance of the SRI sukuk has
complied with these Guidelines.

7.04

An issuer who wishes to issue an SRI
sukuk must establish policies and pro-
cesses to ensure compliance with the
SRI Sukuk Framework as set out in
these Guidelines.

7.05

The information relating to the issuer
and the details of the issuer’s SRI
Sukuk Framework must be made pub-
licly accessible via a designated web-
site to be disclosed by the issuer. Such
information in the designated website
must be made available at the point
of issuance and throughout the tenure
of the SRI sukuk.

MRL is an ASEAN issuer.

Where applicable, the Sukuk proceeds will
be applied exclusively for the funding of ac-
tivities falling within those broad categories
of eligibility recognised by the SC’s SRI Sukuk
Framework.

Noted and to be complied with where appli-
cable, the issuer intends to issue SRl sukuk
that complies with the Guidelines.

The issuer commits to establish policies and
processes as needed to ensure compliance
with the SRI Sukuk Framework where appli-
cable.

Where applicable, the Issuer’s Framework
will be made available at the point of issu-
ance and throughout the tenure of the SRI
sukuk via its website indicated in the Frame-
work.
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Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

Eligible Projects

SRI Sukuk Framework

7.07

An eligible SRI project refers to a project
that seeks to achieve any one or a combi-
nation of the following objectives:

a)

b)
c)

d)
e)

1)

7.08

Preserving and protecting the environ-
ment and natural resources;
Conserving the use of energy;
Promoting the use of renewable en-
ergy,;

Reducing greenhouse gas emission;
Addressing or mitigating a specific so-
cial issue or seeking to achieve posi-
tive social outcomes especially but not
exclusively for a target population; or
Improving the quality of life of society.

The Eligible SRI projects may include but
not limited to the following:

a)

b)

c)

d)

Green projects that relate to— renewa-
ble energy; energy efficiency; pollu-
tion prevention and control; environ-
mentally sustainable management of
living natural resources and land use;
terrestrial and aquatic biodiversity
conservation; clean transportation;
sustainable water and wastewater
management; climate change adapta-
tion; eco-efficient and/ or circular
economy adapted products, produc-
tion technologies and processes; and
green buildings which meet regional,
national or internationally recognised
standards or certifications.

Social projects that relate to, amongst
others—affordable basic infrastruc-
ture; access to essential services; af-
fordable housing; employment gener-
ation including the potential effect of
SME financing and microfinance; food
security; and socioeconomic advance-
ment and empowerment.

Projects which are the combination of
Green and Social projects as described
in (a) and (b) above; and

Wagqf projects that relate to the devel-
opment of waqf properties or assets.

Where applicable, eligible projects as de-
fined by the Framework will achieve ob-
jectives (a), (b), (d), (e), and (f) set out in
paragraph 7.07 of the SRI Sukuk Frame-
work.

Where applicable, the Eligible Categories
outlined in the Framework are aligned to
a combination of the following Green
and Social project categories specified in
paragraph 7.08 (a) and (b) of the SRI
Sukuk Framework.
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Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

Use of Proceeds

ASEAN GBS/ SBS/ SUS

4.1

4.1.1

The utilisation of issue proceeds must be de-
scribed in the documentation for issuance.

4.1.2

The Issuer must disclose the following infor-
mation: The categories of eligible Green
and/or Social Projects to which the issue
proceeds will be allocated; and/or the infor-
mation on specific Green and/or Social Pro-
jects in the case where the issuer has identi-
fied the specific Green and/or Social Pro-
jects to which the issue proceeds will be al-
located.

4.1.3

All designated Green and/or Social Projects
must provide clear environmental/social
benefits, which will be assessed and, where
feasible, quantified by the Issuer.

4.1.4

In the event that all or a proportion of the
proceeds are or may be used for refinanc-
ing, it is recommended that Issuers provide
an estimate of the share of financing and re-
financing, and where appropriate, also clar-
ify which investments or project portfolios
may be refinanced and, to the extent rele-
vant, the expected look-back period for re-
financed projects.

The utilisation of proceeds is described in
the Framework.

The eligible Use of Proceeds categories
identified by the Framework are aligned
with the social and green project catego-
ries recognised by the Standards.

The Framework sets out clear environ-
mental/social benefits for all designated
Green and/or Social Projects, of which the
impact will be assessed and, where feasi-
ble, quantified by the Issuer.

The issuer has committed to provide in-
formation on the allocation of proceeds
to new financing and refinancing in its
SDG Sukuk Report annually until maturity
of the SDG Sukuk.

MARC Ratings has reviewed the Social
and Green Eligible Categories, and con-
cluded that the eligible projects set out
within MRL’s SDG Sukuk Framework ful-
fill the applicable criteria to be consid-
ered green and/or social for the pur-
poses of the GBP/SBP/SBG, ASEAN
GBS/SBS/SUS and SC’s SRI Sukuk Frame-
work.

The issuer to state the look-back period
for refinancing exercise in the Frame-
work, which is up to 36 months.
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Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

Process for Project Evaluation and Selec-
tion

SRI Sukuk Framework

7.12

An issuer must establish internal processes
for evaluation and selection of the Eligible
SRI projects as identified in paragraph 7.08
above.

ASEAN GBS/ SBS/ SUS

4.2.1

The issuer must clearly communicate to in-
vestors:

(i) The environmental/ social sustainability
objectives; The Eligible Categories are
framed in the context of SDGs with specific
environmental and social objectives;

(ii) The process by which the Issuer deter-
mines how the projects fit within the identi-
fied eligible project categories; and

(i) The related eligibility criteria, including,
if applicable, exclusion criteria or any other
process applied to identify and manage po-
tentially material environmental and social
risks associated with the selected projects.

4.2.2

The Issuer must establish the process for
project evaluation and selection prior to the
issuance of the Bonds and disclose the same
to investors in the documentation for the is-
suance of the Bonds.

4.2.3

Issuers are encouraged to position this in-
formation within the context of the Issuer’s
overarching objectives, strategy, policy
and/or processes relating to environmental
and social sustainability. Issuers are also en-
couraged to disclose any green and social
standards or certifications referenced in
project selection.

4.2.4

It is recommended that the Issuer’s process
for project evaluation and selection be sup-
ported by an external review.

4.2.5

The Issuer must make the following publicly
available on a website designated by the Is-
suer at the time of the issuance and
throughout the tenure of the Bonds:

(i) The process for project evaluation;

(ii) The Use of Proceeds; and

(iii) External review report on the process (if
any)

The issuer has established internal pro-
cesses for project evaluation and selec-
tion, including a series of surveys and as-
sessments as stated in the Framework.

The Eligible Categories in the framework
are framed in the context of SDGs with
specific environmental and social objec-
tives.

The Framework details an internal pro-
cess by which Eligible Projects are as-
sessed and selected to ensure fulfilment
of criteria.

The issuer has undertaken necessary pro-
cesses to identify and manage potentially
material environmental and social risks
associated with the Eligible Projects.

The Framework details the process for
project evaluation and selection, and
these details will be available to investors
prior to the issuance of the Bonds.

The issuer has positioned the information
above within the context of its overarch-
ing objectives, strategy, policy and/or
processes relating to environmental and
social sustainability.

The issuer has appointed MARC Ratings
as the external reviewer for its Frame-
work.

The issuer has committed to make the re-
quired information available on its corpo-
rate website.

The eligibility criteria are clearly com-
municated in the Framework.

The Framework outlines the internal
process and governance structure by
which Eligible Projects are assessed and
selected to ensure the eligibility of the
projects.

MRL has undertaken an EIA and other
various studies as outlined in the Frame-
work to identify potential environmen-
tal and social impacts associated with
the Eligible Projects.

The issuer to list the exclusion criteria in
the Framework.

MRL disclosed that the project team will
assume the responsibility for monitoring
and assessing the social and environ-
mental viability of the activities exe-
cuted during the project period. In the
case a project ceases to fulfil the eligibil-
ity criteria, MRL will reallocate the un-
used proceeds to replacement assets or
operating expenses that comply with re-
quirements of an Eligible Project as soon
as reasonably practicable.

The Framework will provide information
on the process for project evaluation,
and MRL will issue an SDG Sukuk report
on an annual basis that will provide in-
formation on the allocation and impacts
throughout the tenure of the Sukuk.
MARC Ratings’ external review assess-
ment will also be made available on its
corporate website indicated in the
Framework.
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Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

Management of Proceeds

SRI Sukuk Framework

7.13

An issuer must ensure that the proceeds al-
located for the Eligible SRI projects are cred-
ited into a designated account or otherwise
tracked in an appropriate manner.

ASEAN GBS/ SBS/ SUS

4.3.1

Prior to the issuance of the Bonds, the Issuer
must disclose to investors in the documen-
tation for the issuance of the Bonds the pro-
cess for managing the net proceeds from
the Bonds.

4.3.2

The net proceeds of the Bonds, or an
amount equal to these net proceeds, must
be credited into a sub-account, moved to a
sub-portfolio or otherwise tracked by the Is-
suer in an appropriate manner and attested
to by a formal internal process. The total
amount deployed from the net proceeds for
the eligible projects need not occur simulta-
neously.

4.3.3

If the Bonds are outstanding, the balance of
the tracked net proceeds must be periodi-
cally adjusted to match allocations to eligi-
ble projects made during that period.

4.3.4

The Issuer must also disclose to investors in
the documentation for the issuance of the
Bonds the intended types of temporary
placement for the balance of unallocated
net proceeds.

4.3.5

It is recommended that the Issuer’s man-
agement of proceeds be supplemented by
the use of an auditor, or other third party,
to verify the internal tracking method and
the allocation of funds from the Bonds pro-
ceeds.

Where applicable, the issuer will monitor
the allocation of the Sukuk proceeds and
the Eligible Projects portfolio internally by
setting up an SDG Sukuk register.

Prior to issuance, the issuer will make the
Framework available to investors. The
Framework describes the process for
managing the net proceeds from the fi-
nancing.

The net proceeds from the issue of the
Sukuk will be internally tracked and mon-
itored through MRL’s SDG Sukuk register.

The Issuer will invest the balance of unal-
located proceeds at its own discretion in
accordance with its cash investment pol-
icy.

The balance of unallocated net proceeds
will be deployed at the issuer’s own dis-
cretion in cash instruments in accordance
with its cash investment policy.

MRL will engage a monitoring account-
ant to review its SDG Sukuk Report — in-
cluding the internal tracking method, al-
location of net proceeds and the impact
of its SDG Sukuk on an annual basis.

Issuer to ensure that the relevant infor-
mation is disclosed in the documenta-
tion of the Bonds.

Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

Reporting

ASEAN GBS/ SBS/ SUS

4.4.1

Issuers must report to investors at least on
an annual basis and are encouraged to
make more frequent reporting on the Use of
Proceeds until full allocation, and on a
timely basis in the case of material develop-
ments. The annual report should include a

The allocation and impact reporting will
be published annually until the maturity
of the SDG Sukuk and such reporting will
be made available at www.mrl.com.my.
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list of the projects to which the Bonds pro-
ceeds have been allocated, as well as a brief
description of the projects and the amounts
allocated, and their expected impact.

4.4.2

Where confidentiality agreements, compet-
itive considerations, or a large number of
underlying projects limit the amount of de-
tail that can be made available, the Issuer
may present the information in generic
terms or on an aggregated portfolio basis
(e.g., percentage allocated to certain pro-
ject categories).

4.4.3

It is recommended that Issuers use qualita-
tive performance indicators, and where fea-
sible, quantitative performance measures
and disclose the key underlying methodol-
ogy and/or assumptions used in the quanti-
tative determination.

4.4.4

It is recommended that the Issuer’s annual
reporting on the Use of Proceeds be supple-
mented by a confirmation of such Use of
Proceeds by an external reviewer along with
any relevant updates of the external review.

4.4.5

The Issuer must provide to investors the an-
nual reporting and the external review on
the annual reporting, if any, through a web-
site designated by the Issuer and/or annual
reports throughout the tenure of the Bonds.

Disclosure Requirements

SRI Sukuk Framework

7.16

The following information must be

included:

a) The overall SRI objectives that the is-
suer intends to achieve;

b) The utilisation of proceeds from the is-
suance of the SRI sukuk. Where all or
part of the proceeds are used for refi-
nancing, an issuer must provide the
amount of proceeds being allocated
for refinancing and which Eligible SRI
projects to be refinanced;

c) The Eligible SRI projects in which the
proceeds will be allocated;

d) The details of the Eligible SRI projects
and to the extent possible, impact ob-
jectives from the Eligible SRI projects;

e) The processes used by the issuer to
evaluate and select the Eligible SRI pro-
jects;

(a) Allocation Reporting

The section on allocation in the SDG

Sukuk Report will include, among others:

o Amount of allocated proceeds by el-
igible category.

e Amount of allocated proceeds for fi-
nancing and refinancing.

e Remaining balance of unallocated
proceeds at the end of the reporting
period, if any.

e Description of green and/or social
projects.

(b) Impact Reporting

Where possible, MRL will report on the
environmental and social impacts associ-
ated with the Eligible Projects funded
with the proceeds of the SDG Sukuk, in-
cluding the impact indicators for the eligi-
ble categories.

MRL will engage a monitoring account-
ant to review its SDG Sukuk Report, in-
cluding the internal tracking method, al-
location of net proceeds and the impact
of its SDG Sukuk on an annual basis,
which will be made available at
www.mrl.com.my.

Where applicable, the Issuer has commit-
ted to providing information items (a),
(c), (d), (e), (f), (g) and (h) within its SDG
Sukuk Framework.

Where applicable, the Issuer has com-
mitted to providing information item (b)
in its SDG Sukuk Report annually until
maturity of the SDG Sukuk.
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Criteria

Compliance with criteria

Remarks/Scope of Work Undertaken

f)  The criteria used by the issuer to iden-
tify and manage material environmen-
tal or social risks associated with the
Eligible SRI projects;

g) The processes used by the issuer to
manage the proceeds from the issu-
ance of the SRI sukuk; and

h) A statement that the issuer has com-
plied with the relevant environmental,
social and governance standards or
recognised best practices relating to
the Eligible SRI projects.

External Review

SRI Sukuk Framework

7.17

If an external reviewer is appointed to as-
sess and provide report on the Eligible SRI
projects or the issuer’s compliance with the
requirements under these Guidelines, such
external reviewer’s report must be made
available on the designated website.

ASEAN GBS/ SBS/ SUS

5.1

Issuers are recommended to appoint exter-
nal review providers for the bond issuances
or programmes.

5.2

The external review may be partial, cover-
ing only certain aspects of the bonds frame-
work or full, assessing alignment with all
four core components as stated in the rele-
vant standards.

5.3

The external review provider must have the
relevant expertise and experience in the
components of the Bonds which they are re-
viewing.

5.4

The external review provider must also dis-
close their relevant credentials and exper-
tise, and the scope of the review conducted
in the external review report.

MARC Ratings has been engaged as the
independent external reviewer for the
Framework. The external reviewer's re-
port will be made available on the desig-
nated website.

The review conducted by MARC Ratings is
a full review and addresses alignment
with all four components of the relevant
standards.

MARC Ratings is registered with the Secu-
rities Commission Malaysia as a credit
rating agency. The scope of MARC Rat-
ings’ external review is set out in MARC
Ratings’ Impact Bond Assessment (IBA)
methodology that is publicly accessible
from its corporate website.

MARC Ratings has established a trans-
parent score-based framework for its
green, social and sustainability bond as-
sessments analysis that is published on
its website. The differentiated approach
taken recognises that some projects of-
fer more environmental and/or social
benefits than others.
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GOAL 1: End poverty in all its forms
everywhere

GOAL 2: End hunger, achieve food security
and improved nutrition and promote
sustainable agriculture

GOAL 3: Ensure healthy lives and promote
well-being for all at all ages

GOAL 4: Ensure inclusive and equitable
quality education and promote lifelong
learning opportunities for all

GOAL 5: Achieve gender equality and
empower all women and girls

GOAL 6: Ensure availability and sustainable
management of water and sanitation for all

GOAL 7: Ensure access to affordable,
reliable, sustainable and modern energy
for all

GOAL 8: Promote sustained, inclusive
and sustainable economic growth, full and
productive employment and decent work
for all

GOAL 9: Build resilient infrastructure,
promote inclusive and sustainable
industrialization and foster innovation
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GOAL 10: Reduce inequality within and
among countries

GOAL 11: Make cities and human
settlements inclusive, safe, resilient and
sustainable

GOAL 12: Ensure sustainable consumption
and production patterns

GOAL 13: Take urgent action to combat
climate change and its impacts

GOAL 14: Conserve and sustainably use
the oceans, seas and marine resources for
sustainable development

GOAL 15: Protect, restore and promote
sustainable use of terrestrial ecosystems,
sustainably manage forests, combat
desertification, and halt and reverse land
degradation and halt biodiversity loss

GOAL 16: Promote peaceful and inclusive
societies for sustainable development,
provide access to justice for all and build
effective, accountable and inclusive
institutions at all levels

GOAL 17: Strengthen the means of
implementation and revitalize the global
partnership for sustainable development
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Copyright © 2024 MARC Ratings Berhad and any of its subsidiaries or affiliates (“MARC Ratings”) have exclusive propri-
etary rights in the data or information provided herein. This report is the property of MARC Ratings and is protected by
Malaysian and international copyright laws and conventions. The data and information shall only be used for intended
purposes and not for any improper or unauthorised purpose. All information contained herein shall not be copied or
otherwise reproduced, repackaged, transmitted, transferred, disseminated, redistributed, or resold for any purpose, in
whole or in part, in any form or manner, or by any means or person without MARC Ratings’ prior written consent.

A Green Bond Assessment, Social Bond Assessment or Sustainability Bond Assessment, hereafter collectively referred to
as Impact Bond Assessments, is not a credit rating. This assessment is arrived based on the Impact Bond Assessment (IBA)
criteria that MARC Ratings has published and continuously evaluates and updates. The IBA may be changed or withdrawn
at any time for any reason in the sole discretion of MARC Ratings. IBAs are not a recommendation to buy, sell, or hold
any security. IBAs do not comment on the adequacy of market price or the suitability of any security for a particular
investor. The IBA does not constitute a recommendation to buy, sell or hold any security and/or investment. MARC Rat-
ings receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities.

Ratings are solely statements of opinion and therefore shall not be taken as statements of fact under any circumstances.
The information which MARC Ratings relies upon to assign its ratings includes publicly available and confidentially pro-
vided information obtained from issuers and its advisers including third-party reports and/or professional opinions which
MARC Ratings reasonably believes to be accurate and reliable to the greatest extent. MARC Ratings assumes no obliga-
tion to undertake independent verification of any information it receives and does not guarantee the accuracy, complete-
ness, and timeliness of such information. MARC RATINGS OR ITS AFFILIATES, SUBSIDIARIES, DIRECTORS AND EM-
PLOYEES DISCLAIM ANY WARRANTY, EXPRESS OR IMPLIED, INCLUDING BUT NOT LIMITED TO ANY WARRANTY
AS TO THE ACCURACY, COMPLETENESS OR TIMELINESS OF ANY INFORMATION CONTAINED HEREIN FOR ANY
PARTICULAR PURPOSE AND SHALL NOT IN ANY EVENT BE HELD RESPONSIBLE FOR ANY DAMAGES, DIRECT OR
INDIRECT, CONSEQUENTIAL OR COMPENSATORY, ARISING OUT OF THE USE OF SUCH INFORMATION. MARC
Ratings will not defend, indemnify or hold harmless any user of this report against any claims, demands, damages, losses,
proceedings, costs and/or expenses which the user may suffer or incur as a result of relying on this report in any way
whatsoever. Any person making use of and/or relying on any credit analysis report produced by MARC Ratings and in-
formation contained therein solely assumes the risk in making use of and/or relying on such reports and all information
contained therein and acknowledges that this disclaimer has been read and understood and agrees to be bound by it.
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19-07, Level 19, Q Sentral, 2A Jalan Stesen Sentral 2, Kuala Lumpur Sentral, 50470 KUALA LUMPUR
Tel: [603] 2717 2900 Fax: [603] 2717 2920

Email: ratings@marc.com.my Website: www.marc.com.my
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