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Scope of work
The Republic of Latvia (“Latvia” or “the issuer”) commissioned ISS ESG to assist with its Sustainability
Bond by assessing three core elements to determine the sustainability quality of the instrument:
1. Sustainability bond link to Latvia’s sustainability strategy – drawing on Latvia’s overall
sustainability profile and issuance-specific Use of Proceeds categories.
2. Latvia’s Sustainability Bond Framework (as of 29.11.2021) – benchmarked against the
International Capital Market Association's (ICMA) Green Bond Principles (GBPs), Social Bond
Principles (SBPs) and Sustainability Bond Guidelines (SBGs).
3. The Selection criteria – whether the projects contribute positively to the UN SDGs and perform
against ISS ESG’s issue-specific key performance indicators (KPIs) (See Annex 2).
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ISS ESG ASSESSMENT SUMMARY
SUMMARY

EVALUATION1

According to the ISS ESG Country Rating published on
06.05.2021, the Republic of Latvia shows a high sustainability
performance on key ESG issues faced by sovereign issuers.
The Use of Proceeds financed through these bonds are
consistent with the issuer’s sustainability strategy and material
ESG topics for sovereigns. The rationale for issuing green, social
and sustainability bonds is clearly described by the issuer.

Consistent

SPO SECTION
Part 1:
Sustainability
bond’s link to
issuer’s
sustainability
strategy
Part 2:
Alignment
with GBPs,
SBPs and
SBGs
Part 3:
Sustainability
quality of the
Selection
criteria

The issuer has defined a formal concept for its green, social and
sustainability bonds regarding use of proceeds, processes for
project evaluation and selection, management of proceeds and
reporting. This concept is in line with the ICMA GBPs, SBPs and
SBGs.
The overall sustainability quality of the Selection Criteria in
terms of sustainability benefits, risk avoidance and minimisation
is good based upon the ISS ESG assessment. The green, social
and sustainability Bonds will (re-)finance eligible project
categories which include energy efficiency, climate change
adaptation, renewable energy, circular economy, clean
transportation, water management, land use, biodiversity
conversation, education, social inclusion, and basic
infrastructure.

Aligned

Positive

Those use of proceeds categories have a positive contribution
the following SDGs: 1 “No Poverty”, 4 “Quality Education”, 6
“Clean Water and Sanitation”, 10 “Reduced Inequalities”, 11
“Sustainable Cities and Communities”, 12 “Responsible
Consumption and Production”, 13 “Climate Action”, 14 “Life
Below Water”, 15 “Life on Land”. The environmental and social
risks associated with those use of proceeds categories have
been well managed.

1

ISS ESG’s evaluation is based on the Latvia’s Sustainability Bond Framework (as of November 29th, 2021), and on the ISS ESG Country Rating
applicable at the SPO delivery date (updated on 06.05.2021).
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ISS ESG SPO ASSESSMENT
PART I: SUSTAINABILITY BOND ’s LINK TO LATVIA’S SUSTAINABILITY
STRATEGY
A. ASSESSMENT OF LATVIA’s ESG PERFORMANCE
The ISS ESG Country Rating provides material and forward-looking environmental, social and
governance (ESG) data and performance assessments. For the purpose of assessing Latvia’s ESG
performance, ISS ESG used Latvia’s Country Rating as a basis for this assessment. The overall analysis
is graded on a twelve-point scale from A+ (the country shows excellent performance) to D- (the
country shows poor performance or fails to demonstrate any commitment to appropriately address
the topic).
COUNTRY

RATING

DECILE RANK

REPUBLIC OF LATVIA

B-

2

ESG performance
As of 06.05.2021, Latvia is assessed as a high performer in terms of sustainability by the ISS ESG
Country Rating methodology. Key challenges faced by sovereign issuers in terms of sustainability
management are displayed in the charts below, as well as Latvia’s performance against those key
challenges in comparison to the other countries’ average performance.

2

2

The tables reflect the rating on an absolute scale, ranging from D- (poor) to A+ (excellent). For further information on the ESG Country
Rating methodology, please refer to Annex 2.
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Breaches of international norms and ESG controversies
The country is currently not facing any severe controversies.

B. CONSISTENCY OF SUSTAINABILITY BOND WITH LATVIA’S SUSTAINABILITY STRATEGY
Key sustainability objectives and priorities defined by the issuer
The Sustainable Development Strategy of Latvia until 2030 (Latvia2030) outlines Latvia’s long-term
development priorities, strategic indicators, objectives, development directions, areas of action and
performance indicators. It is hierarchically the highest national-level, long-term planning document.
It determines the main tasks for the State and the society toward their common objective, the
balanced and sustainable development of Latvia.

Figure 1. Latvia2030 priorities (Source: Cross-sectoral Coordination Centre)3

3

https://www.pkc.gov.lv/sites/default/files/inline-files/LIAS_2030_en_1.pdf
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Complementing Latvia2030, the National Development Plan of Latvia for 2021-2027 (NDP2027),
approved by the Saeima (the Parliament) on July 2, 2020 is Latvia’s main medium-term development
planning document. NDP2027 envisages strategic objectives, operational priorities and relevant
measures for the sustainable and balanced development of Latvia during the next seven-year planning
period, with the objective of achieving Latvia2030, contributing to the UN Sustainable Development
Goals and improving the quality of life in Latvia. NDP2027 defines investments in 18 priority areas
needed to ultimately ensure that Latvia meets its four strategic goals of increasing productivity and
income, ensuring equal opportunity, strengthening social trust, and promoting regional development.
Latvia’s Climate policy
The Government of Latvia has defined the fight against climate change as one of the State priorities.
Latvia is committed to reducing the negative impacts of climate change at international, EU and
national levels and moving towards climate neutrality by 2050.
As Latvia is experiencing the impact of climate change, it requires climate change mitigation and
adaptation measures in order to reach low carbon and climate resilient development. Specific targets
for greenhouse gas emission reductions are set for 2030, as well as 2050.
•

2030 - Latvia is committed to reducing greenhouse gas emissions (covered by the nonEmission Trading Scheme (ETS) sector) by 6% compared to 2005. Note that as a result of the
European Commission “Fit for 2055” legislative package4, Latvia has acknowledged that it will
have to adjust its targets in order to ensure its trajectory to climate neutrality in 2050.
Indicatively, Latvia would have to reduce its non-ETS emissions by about -17% by 2030
compared to 2005.

•

2050 - Latvia is fully committed to reaching 2050 climate neutrality (mid-term indicative
targets have also been set in the Strategy of Latvia for the Achievement of Climate Neutrality
by 2050, see the table below under Section 1.4.1.).

According to the issuer statement, targets set by Latvia are in line with the climate policy of the
European Union and the EU’s objectives for climate policy, as well as with the United Nations
Framework Convention on Climate Change, including the Kyoto Protocol and Paris Agreement,
treaties to which Latvia is a signatory.
In order to implement its targets, three documents for climate policy have been developed:

4

•

Strategy of Latvia for the Achievement of Climate Neutrality by 20505

•

National Energy and Climate Plan for 2021-2030 6

•

Latvia’s National Plan for Adaptation to Climate Change until 20307

In July, 2021 the European Commission has presented the so called “Fit for 55” legislative package aimed at adjusting the
legislation to enhanced 2030 target in EU of at least 55% net GHG emission reduction by 2030 in order for the EU trajectory
to climate neutrality in 2050 to be balanced, realistic and prudently chosen.

5

https://ec.europa.eu/clima/sites/lts/lts_lv_en.pdf
https://ec.europa.eu/energy/sites/default/files/documents/lv_final_necp_main_en.pdf
7 https://likumi.lv/ta/id/308330-par-latvijas-pielagosanas-klimata-parmainam-planu-laika-posmam-lidz-2030-gadam
6
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Figure 2. Structure of Climate Policy Framework in Latvia

Rationale for issuance
The Government of the Republic of Latvia states to be committed, with its long-term focus on funding
investments with tangible environmental and/or feasible social benefits, to supporting the Republic
of Latvia in implementing its transition strategy and reaching its long-term sustainability goals.
Recognizing the transformational force that Sustainable Finance has in accelerating Environmental,
Social and Governance (“ESG”) progress, the Republic of Latvia aims to issue Sustainable Bond(s) to
contribute to financing its environmental and social transition, and to support the development of
Sustainable Finance in the Republic of Latvia in line with the key priorities set out in its Financial Sector
Development Plan 2021-20238.

8

https://www.fm.gov.lv/en/financial-sector-development-plan-2021-2023
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Figure 3. Planned Sustainable Finance measures of the Financial Sector Development Plan 2021-2023

Contribution of Use of Proceeds categories to sustainability objectives and priorities
ISS ESG mapped the Use of Proceeds categories financed under this Sustainability Bond Framework
with the sustainability objectives defined by the issuer, and with the key ESG challenges as defined in
the ISS ESG Country Rating methodology. Key ESG challenges are key issues that are highly relevant
for sovereign or sub-sovereign issuers when it comes to sustainability. From this mapping, ISS ESG
derived a level of contribution to the strategy of each Use of Proceeds categories.
USE OF PROCEEDS
CATEGORY

SUSTAINABILITY OBJECTIVES
FOR THE ISSUER

Energy Efficiency

✓

✓

Contribution to a
material objective

Climate Change
Adaptation

✓

✓

Contribution to a
material objective

Renewable
Energy

✓

✓

Contribution to a
material objective

Circular Economy

✓

✓

Contribution to a
material objective
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Clean
Transportation

✓

✓

Contribution to a
material objective

Sustainable
Water
Management

✓

✓

Contribution to a
material objective

Land Use and
Living Natural
Resources

✓

✓

Contribution to a
material objective

Terrestrial and
Aquatic
Biodiversity
Conservation

✓

✓

Contribution to a
material objective

Access to
essential services:
Education

✓

✓

Contribution to a
material objective

Access to
essential services:
Social Inclusion

✓

✓

Contribution to a
material objective

Affordable Basic
infrastructure

✓

✓

Contribution to a
material objective

Opinion: ISS ESG finds that the Use of Proceeds financed through this bond are consistent with the
issuer’s sustainability strategy and material ESG topics for the issuer. The rationale for issuing green,
social and sustainability bonds is clearly described by the issuer.
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PART II: ALIGNMENT WITH ICMA GREEN BOND PRINCIPLES (GBP s),
SOCIAL BOND PRINCIPLES (SBPs) AND SUSTAINABILITY BOND
GUIDELINES (SBGs)
1. Use of Proceeds
FROM ISSUER’S FRAMEWORK
An amount equal to the net proceeds from the issuance of each Green, Social and/or Sustainability Bonds will be
allocated to relevant Eligible Expenditures from the State budget of the Republic of Latvia:
•
•
•

Incurred in the two budget years preceding the bond issuance date,
Incurred in the same budget year as the bond issuance date,
Expected in the two budget years following the bond issuance date

Eligible Expenditures will align with the Green and/or Social categories outlined below and may include investment
expenditures and operational expenditures (for example, current expenditures, and transfers (subsidies and grants).
Eligible Expenditures exclude:
•
•
•
•
•

Expenditures already financed via a dedicated funding source, including European Union funds or any other
Green or Social financing, in order to avoid potential “double counting”;
Rail infrastructure dedicated solely for the transportation of fossil fuels;
Power generation with greenhouse gas emissions above 100g CO2/kWh and nuclear power;
Production, transmission and distribution of fossil fuels;
Armament, tobacco, alcohol or gaming industries.

The technical screening criteria from the recently published EU Taxonomy Regulation and the EU Taxonomy Delegated
Acts on Climate Change Mitigation and Adaptation have also been taken into consideration.
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Eligible Green Categories
GREEN
CATEGORIES

Energy Efficiency
for Buildings

Climate Change
Adaptation

SUB-CATEGORIES OF ELIGIBLE EXPENDITURES

•

Construction and acquisition of energyefficient buildings9

•

Individual renovation measures, such as
acquisition, installation or maintenance of
improved insulation, LED lighting, new boiler,
etc.

•

Infrastructure and resources for climate
change adaptation

DESCRIPTION AND EXAMPLE OF
ELIGIBLE EXPENDITURES

•

•

•

•

9

Acquisition and construction
of public energy-efficient
buildings and renovation of
public buildings in order to
increase energy-efficiency
Support
for
measures
reducing primary energy
consumption and greenhouse
gas emissions in municipal
buildings
Support for reducing the risk
of floods and coastal erosion
caused by climate change in
flood risk areas of national
importance
Subsidies for insurance
policieso support climate
change adaptation (e.g. sown
areas climate risks insurance)

Energy efficient building is so defined if it is:

1.

a nearly zero energy building (NZEB) in accordance with the Cabinet of Ministers Regulation No.222 of 8 April 2021 “Rules
for the method for calculating the energy performance of buildings and rules for energy certification of buildings” (hereinafter
– Regulation No.222), namely:
1.1. the energy consumption of the building for heating does not exceed the level specified for class A;
1.2. the primary non-renewable energy consumption of the building for heating, hot water supply, mechanical
ventilation, cooling, lighting (applies to non- residential buildings) shall not exceed the values for class A;
1.3. energy-consuming equipment of engineering systems installed in buildings which complies with the ecodesign
requirements and at least class A of the energy label, if the corresponding energy label requirements are specified
in regulatory enactments;
1.4. in the building provided requirements set in the Regulation Nr.222 points 9., 10., 11., 12., 13., 14., 15. and 16.
regarding indoor temperature conditions, ventilation air exchange, cooling system, space overheating, lighting
parameter etc. requirements, as well as compliance of the requirements of construction regulatory enactments,
hygiene and labor protection.;

2.

a class A+ building in accordance with the Regulation No.222 (i.e. a building that meets the requirements of the technical
screening criteria of the EU taxonomy delegated acts on climate change published in April 2021 since the non-renewable
primary energy consumption rate for class A+ compared to class A (depending on the building type) is more than 10%
below the NZEB), namely:
2.1. the energy consumption of the building for heating does not exceed the level specified for class A +;
2.2. the primary non-renewable energy consumption of the building for heating, hot water supply, mechanical
ventilation, cooling, lighting (applies to non- residential buildings) shall not exceed the values for class A+;
2.3. energy-consuming equipment of engineering systems installed in buildings which complies with the ecodesign
requirements and at least class A+ of the energy label;
2.4. in the building provided requirements set in the Regulation Nr.222 points 9., 10., 11., 12., 13., 14., 15. and 16.
regarding indoor temperature conditions, ventilation air exchange, cooling system, space overheating, lighting
parameter etc. requirements, as well as compliance of the requirements of construction regulatory enactments,
hygiene and labor protection.
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Research in the field of renewable energy
technologies

•

Provide a research base to
contribute
to
the
development
and
implementation of Latvia’s
long-term national energy
policies and to promote safe,
environment-friendly
and
competitive energy supplies

Circular Economy

Expenditures related to the promotion of circular
economy, such as:
• Collection, treatment and recycling of
municipal waste
• Projects supporting the use of sustainable
production and sustainable consumption
practices

•

Support of a pilot project for
the
manufacturing
of
products based on recycled
materials

Clean
Transportation

Construction, operation and maintenance of Rail
Transport services, including:
• Investments in trains with zero direct tailpipe
CO2 emissions
• Expenditures to develop and maintain an
electrified
railway
infrastructure,
or
otherwise infrastructure where there is a plan
for electrification
• Multi modal infrastructure crossings between
different modes of transport
• Provision of passenger transport services by
trains

•

Cross border Rail Baltica
project connecting three
Baltic states (Latvia, Estonia,
Lithuania)
with
Central
Europe10
Renewal of passenger electric
rolling stock
Subsidies to joint stock
company “Pasazieru vilciens”
(state-owned
passenger
carrying company) to cover
payments
for
railway
infrastructure
use
for
passenger
carrying
and
subsidies for unprofitable
regional railway routes.
Subsidies
to
passenger
carrying
companies
for
unprofitable regional bus
routes
Subsidies to the state joint
stock company “Latvijas
Dzelzcels”
railway
infrastructure manager, to
cover the costs of maintaining
and renewing the passenger
segments
Subsidies to the Road Traffic
Safety Directorate for the
management
and
maintenance of the national
electric vehicle charging
network

Renewable
Energy

•

•
•

N.B. Rail infrastructure dedicated solely for the
transportation of fossil fuels is not eligible.
Construction, operation and maintenance of
Sustainable Road Transport services, including:
• Subsidies or investments aimed at developing
zero direct tailpipe CO2 emission vehicles (i.e.
electric vehicles)
• Electric vehicle charging stations and
supporting infrastructure
• Infrastructure dedicated to personal mobility
devices whose propulsion comes from the
physical activity of the user and/or zeroemission motor, such as pavements or bike
lanes
• Provision of passenger transport services by
bus

10

•

•

•

www.railbaltica.org
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Sustainable
Water
Management

Development,
construction,
operation
and
maintenance of water and wastewater management
systems which result in significant improvement in
energy efficiency and/or water quality including:
• Extension, reconstruction and construction of
wastewater collection and treatment
infrastructure
• Construction and reconstruction of sewage
sludge management infrastructure
• Construction and reconstruction of rainwater
management infrastructure, including green
infrastructure
• Construction
and
maintenance
of
infrastructure (buffer strips, sedimentation
ponds etc.) to reduce diffuse pollution
• Operation and maintenance of polder
pumping stations
• Maintenance and operation of dams
• Operation and maintenance of amelioration
systems of national significance (water drains)
• Maintenance of amelioration cadastre
• Maintenance
and
modernization
of
ameliorative hydrometric items
• Maintenance of ameliorative technical
documentation storage facilities
• Implementation of river basin management
plans and flood risk management plans to
achieve good surface water status

•

Projects to improve the status
of water bodies at risk (to
reach
environmental
objectives) focusing on the
implementation
of
the
measures laid down in the
Daugava, Gauja, Lielupe and
Venta
River
Basin
Management Plans and Flood
Risk Management Plans

Land Use and
Living
Natural
Resources

Measures and project development for the protection
of living natural resources:
• Promotion and support of sustainable
agriculture and forestry practices
• Support for organic farming commitments
• Enforcement of forest management and
utilization regulations, monitoring of forest
fire safety and management of national
forests
• Promotion of biodiversity and preservation of
living natural resources
• Reduce and eliminate sources of radiation
avoiding risk of soil and groundwater
pollution

•

Implementation of innovative
climate change mitigation
measures in management of
nutrient-rich organic soils
State subsidies:
- Development of crop
production11
Development
of
collaboration by raising
capacity
of
nongovernmental
organisations
Promotion
of
participation in food
quality schemes12
- For the improvement of
vocational educational
programmes in the
agriculture sector

•

11

preparation of high-quality seed, testing of selection material to introduce integrated and organic crop production technologies,
monitoring of soil quality, conservation of genetically high-quality plant genetic resources of the national significance
12 Grants for participation in organic farming, protected geographical indications, designations of origin, traditional specialities guaranteed
and in the national food quality scheme
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•

•

Terrestrial
and
Aquatic
Biodiversity
Conservation

Expenditures that ensure the protection and
conservation of terrestrial and aquatic biodiversity
including:
• Protection of the legally protected species13
(bears, otters, fish-eating birds) as well as
migratory bird species (geese, cranes)
• Preservation
of
biological
diversity,
maintained specially protected nature
territories
• Implementation of the policies to ensure the
balance between nature protection and
economic interests (functions of the Nature
Conservation agency)
• Implementation of complex management
activities in order to improve the status of
species and habitats and to reduce
anthropogenic pressures
• Information and education on nature
protection and biodiversity issues
• Measures for implementation of the Priority
Action Framework 2021-2027
• Surveillance of the circulation and use of plant
protection products, seeds, varieties and
fertilizers as well as agronomic mapping of
soils
• Implementation of a surveillance and control
system for phytosanitary safety
• Restocking of fish resources
• Support for restrictions in Natura 2000
territories

•

•

•

•
•

•

•

•

National forest monitoring in
the whole territory of the
State by the Latvian State
Forest Research Institute
Silava
Monitoring report on quality
of groundwater and soil and
in the building of the former
reactor
Restoration or increase of the
natural processes of peat
accumulation in the degraded
sites
Demonstration
of
new
approaches and methods for
re-vegetation of open water
bodies and bare peat in
abandoned peat mining areas
Raising awareness on the
impact of peatland use on
climate change
Mire habitat restoration
measures and monitoring
Implementation
of
an
internationally-applicable
handbook on the restoration
of degraded mire habitats
Implementation
of
fish
resources restocking plan,
research on freshwater and
migratory fish stocks and
providing of scientific advice,
implementation of projects
for fish resources restocking,
conservation and control,
providing
of
public
information,
Construction of infrastructure
to reduce anthropogenic
pressures in Natura 2000 sites
(incl. Piejūra Nature Park)
Project GrassLIFE to restore
and improve EU priority
grasslands and to promote
their multiple use in Latvia

Eligible Social Categories:

13

Law on the Conservation of Species and Biotopes
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SOCIAL
CATEGORIES
Access to essential
services:
Education

Access to essential
services:
Social
Inclusion

Affordable Basic
infrastructure

SUB-CATEGORIES OF ELIGIBLE EXPENDITURES

•

Improving quality and providing access to
essential
educational
infrastructure,
programmes and services
• Supply of fresh products supported by
accompanying educational measures on:
agriculture production, local products,
healthy eating habits, environmental issues,
food waste reduction etc, promoting healthy
eating habits
Target Population:
• Pre-school children, schoolchildren to 12th
grade, university staff, academic staff,
secondary/vocational school staff, students
and scientists

•

Providing minimum income for population
groups at risk of poverty.
• Provision of public transport services at
subsidised fares for certain passenger groups
Target Population:
• Persons14 receiving low old-age pensions, low
pensions for disabilities, low pensions in case
of loss of provider15) or state social security
benefit16
• Passenger groups entitled to receive reduced
public transport fares17
•

Expenditures to ensure access to affordable,
reliable, sustainable and modern energy for
all

DESCRIPTION AND EXAMPLE OF
ELIGIBLE EXPENDITURES
•

•

•

Supply of equipment for
secondary and primary
schools, including
information and
communication
equipment
Funding for higher
education, vocational
education and science
(academic staff
remuneration;
scholarships; maintenance
costs)
Funding for supply of
fresh products and for
carrying out
accompanying educational
measures (e.g. contests,
tasting classes, farm visits
etc.) under the framework
of EU scheme for supply
of fruit, vegetables and
milk

•
•

Minimum income reform
Subsidies to passenger
carrying companies to
compensate reduced fares
to
certain
passenger
groups (trains and buses)

•

Subsidised final price of
electricity for a needy or
low-income
family
(person), a large family (3
and more children) or

14

As stated in the Law on State Pensions
A person who in accordance with the law or a court ruling has an obligation to take care of his or her spouse, children, or parents –
reference in the Law on Social Services and Social Assistance
16 Law on State Social Allowances
17 preschool children; persons with a group I or II disability; persons under the age of 18 with a disability and a person accompanying a
person with a group I disability or a person under the age of 18 with a disability; orphans and children left without parental care, who are in
foster care, guardianship, childcare institutions or study in general and vocational education institutions, as well as universities and colleges
until the age of 24; politically repressed persons and members of the national resistance movement; learners in general primary education
institutions (grades 1-9) living outside the city territory; students in general secondary education institutions living outside the city territory
(full-time grades 10–12); members of large families who use the state-implemented support program "Latvian Honorary Family Certificate"
3+ Family Card.
15
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Target populations: needy or low-income18 family
(person), a large family (3 and more children) or family
(person) caring for a disabled child, persons with
Group I disability19

family (person) caring for a
disabled child, persons
with Group I disability

Opinion: ISS ESG finds that the Use of Proceeds aligns with the requirements outlined in the GBPs,
SBPs and SBGs. Eligible Expenditures are aligned with the example of project categories defined by the
relevant guidelines. Furthermore, the issuer explicitly excludes harmful project categories in line with
best market practices.

2. Process for Project Evaluation and Selection
FROM ISSUER’S FRAMEWORK
An Interministerial Working Group (IWG) has been established to oversee the implementation of the Framework. IWG
is chaired by the Ministry of Finance and coordinated by the Treasury of the Republic of Latvia (Treasury).
The Treasury is primarily responsible for all operational tasks related to the Sustainable Bond. As such, the Treasury
manages the Sustainability Bond Framework on an active basis, coordinating with and gathering information from the
IWG members to ensure all Eligible Expenditures are appropriately assessed and selected.
Key responsibilities of the IWG are:
•
•
•
•
•

To approve and update of the Sustainability Bond Framework, if necessary
To identify Eligible Green and Social Expenditures and check that it complies with the eligibility criteria of the
Framework as set out above in section 2.1. Use of Proceeds
To select and approve the Eligible Expenditures to be allocated to the respective Green, Social and/or
Sustainability Bond
To approve the Annual Allocation Reports referred to in Section 2.4. (Reporting) below, which will detail the
allocation of an amount equal to the net proceeds of the Bond to the Eligible Expenditures
To approve the Impact Report referred to in Section 2.4. (Reporting), which will detail the environmental and
social impacts of the Eligible Expenditures

The IWG will meet at least once a year.

18
19

Law on Social Services and Social Assistance
Electricity Market law
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The members of the IWG are the Ministry of Finance (Chair), Treasury (Coordinator), Ministry of Environmental
Protection and Regional Development, Ministry of Agriculture, Ministry of Transport, Ministry of Welfare, Ministry of
Economics, Ministry of Education and Science, Ministry of the Interior and Cross-Sectoral Coordination Centre.
Other ministries who do not currently form part of the IWG could be invited to join as required depending on identified
eligible expenditures.

Opinion: ISS ESG considers that the Process for Expenditure Evaluation and Selection aligns with the
requirements outlined in the ICMA Principles regarding the process for expenditure evaluation and
selection. Latvia has set a clear and detailed process to assign responsibility and accountability among
various departments of the Government to select expenditures in line with transparent selection
criteria.
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3. Management of Proceeds
FROM ISSUER’S FRAMEWORK
It will be the responsibility of the Treasury of the Republic of Latvia to coordinate and ensure that an amount
equal to the net proceeds of the Green, Social and/or Sustainability Bonds is allocated to finance or refinance
Latvian State budget expenditures in accordance with this Framework.
Pending full allocation, the net proceeds of the Green, Social and/or Sustainability Bond issuances will be
managed in accordance with the regulatory framework of the Treasury of the Republic of Latvia.
The Republic of Latvia intends to allocate the proceeds of the Green, Social and/ or Sustainability Bond at the
earliest convenience and in any case commits on a best efforts basis to reach full allocation within two years
of the Green, Social and/or Sustainability Bond issuance.
If for any reason some expenditures were withdrawn from the portfolio of Eligible Expenditures, the Republic
of Latvia will reallocate on a best efforts basis the proceeds to other Eligible Expenditures which are compliant
with the Eligibility Criteria, as soon as reasonably practicable.

Opinion: ISS ESG finds that Management of Proceeds proposed by Latvia’s Sustainability Bond
Framework is aligned with the requirements outlined in the ICMA Principles regarding the process for
management of proceeds. An amount at least equal to the amount of Green, Social and Sustainability
Bond Proceeds will be allocated to sustainable projects. The expected allocation period is clearly
defined.

4. Reporting
FROM ISSUER’S FRAMEWORK
For all issuances under this Framework, the Republic of Latvia intends to produce and publish
(i)
(ii)

an allocation report (Allocation Report) and
an impact report (Impact Report) at least annually until one year following full allocation of the
Green, Social and/or Sustainability Bond proceeds.

Allocation Report
With the aim of providing transparent disclosure on the allocation of net proceeds, the Allocation Report will
include:
•
•

A detailed breakdown of proceeds allocated to each of the Eligible Expenditures from the Latvian State
budget
The balance of unallocated proceeds at the end of the reporting period (if any)

Impact Report
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The Impact Report will provide detailed information on the associated environmental impact metrics and
outcomes of the Green and Social Eligible Expenditures, subject to the availability of suitable information and
data.
GREEN CATEGORIES
Energy Efficiency for
Buildings

EXAMPLE OF IMPACT INDICATORS
•
•

•

Number of zero energy consumption building constructed
Estimated annual decrease of greenhouse gas emissions (tons of CO2
equivalent),
Additional power produced from renewable energy sources (MW)
Decrease of annual primary energy consumption of public buildings
(kWh/year)
Number of building subject to energy performance improvements

Renewable energy

•

High level holistic research projects (number)

Climate
Adaptation

•
•

Number of beneficiaries
Protected population, reduced negative effects of the affected territory
(in numbers)
Length of territory with engineering-technical solutions introduced (m)
Number of inhabitants that benefit from the flood protection measures
Flood-protected areas (ha)
Number of waterbodies with improved status due to implemented
rehabilitations of watercourses through re-naturalisation actions
Areas where flood risks are reduced
Length of restored dams and water drains
Number of implemented projects

•
•

Change

•
•
•
•
•
•
•
Circular Economy

•

Volume of produced product in Latvia from recycled material (m3/year or
t/year)

Clean Transportation

•
•
•

Number of charging stations maintained (number)
Share of rail passengers in passenger transport
Number of railway stations and stop points where elevated platforms are
constructed and accessibility requirements are provided
Number of serious railway accidents
Passenger turnover in regional bus routes (million pas./km)
Passenger turnover in regional rail routes (million pas./km)
Length of new European gauge (1435mm) railway connection main line of
Rail Baltica in Latvia under construction (km)
Number of passenger electric rolling stock delivered (number)

•
•
•
•
•
Sustainable Water
Management

•
•
•
•
•
•
•
•

Number of waterbodies with improved status due to implemented
rehabilitations of watercourses through re-naturalisation actions
Areas where flood risks are reduced (ha)
Length of restored dams and water drains
Number of implemented projects
Number of water bodies at risk in Latvia addressed by supported projects
Number of surface water bodies in high/good status in 2022 and 2027
Volume (m3) and proportion (% of total volume) of wastewater discharged
into environment and complying with the treatment standards
Surface of flood-resilient floor space
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Land Use and Living
Natural Resources

•
•
•
•
•
•
•
•
•
•

Terrestrial
and
Aquatic Biodiversity
Conservation

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Number of beneficiaries
Forest area subject to supervision of forest management (ha)
Surface of sample plots where timber resources characterization data are
measured
Number of organic farms supported
Supported organic area (ha)
Population with reduced risks from radiation in numbers
Results from radiation level monitoring in groundwater and soil not
exceeding x year values
Number of innovative climate change mitigation technologies, systems,
methods and instruments implemented
Additional number of forest certificates supported
Supported forest area (ha)
Number of migratory birds protected (in thousands)
Number of area left for feeding (and compensated)
Proportion of specially protected nature territories (% of the state
territory);
Tourism and nature education infrastructure objects maintained and
improved in good condition (number);
Nature education classes, events and other activities organized (number).
Target audience reached through awareness-raising events / classes, etc.
(number)
Surface area of habitats supported in order to attain a better conservation
status
Number of species in a favourable conservation status
Area clearing of invasive species (ha)
Surface area of habitats (ha) supported to improve conservation status
Number of fish released in natural waterbodies
Number of projects implemented
Proportion of farms in which crops are grown according to integrated
farming guidelines (%)
Area where soil agrochemical research has taken place over a period of
five years ((% of the total area of Agricultural land)
Supported forest area - habitat surfaces (ha)

SOCIAL CATEGORIES

EXAMPLE OF IMPACT INDICATORS

Access to essential services:
Education

•
•

Number of beneficiaries
Number of computers provided

Access to essential services:
Social Inclusion

•
•
•
•

Number of passenger carrier companies receiving subsidies for
reduced fares (number)
Number of beneficiaries (average and monthly)
Average amount of municipal GMI benefit per person per month
Average amount of municipal housing benefit per person per year

•

Number of beneficiaries (households)

Affordable
infrastructure

Basic

Opinion: ISS ESG finds that the reporting proposed by Latvia’s Sustainability Bond Framework is
aligned with the GBPs, SBPs and SBGs. Allocation reporting is clearly described and in line with the
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requirements set in the principles. Latvia also defines the scope and magnitude of its impact reporting,
in line with the market best practices.

External review
FROM ISSUER’S FRAMEWORK
The Republic of Latvia sought pre-issuance verification through a Second Party Opinion on the Sustainability
Bond Framework (pre-issuance) as well as post-issuance reviews of the Allocation Report. These will be made
available on the Treasury’s website: www.kase.gov.lv.
Pre-Issuance verification of Sustainability Bond Framework
Prior to issuance, the Republic of Latvia has commissioned a Second Party Opinion provider to review Latvia’s
Sustainability Bond Framework and issue a Second Party Opinion on the Framework’s Green and Social
credentials and its alignment with the ICMA Green Bond Principles 2021, Social Bond Principles 2021 and
Sustainability Bond Guidelines 2021.
Post-Issuance Review
The Republic of Latvia will engage an independent third party to provide assurance on the Allocation Reports,
confirming that an amount equal to the net proceeds of the Bond have been allocated in compliance with the
criteria and objectives in line with this Sustainability Bond Framework.
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PART III: SUSTAINABILITY QUALITY OF THE ISSUANCE
A. CONTRIBUTION OF THE SUSTAINABILITY BOND TO THE UN SDGs
Based on the assessment of the sustainability quality of the selection criteria and using a proprietary
methodology, ISS ESG assessed the contribution of Latvia’s Sustainability Bond Framework to the
Sustainable Development Goals defined by the United Nations (UN SDGs).
This assessment is displayed on 5-point scale (see Annex 2 for methodology):
Significant
Obstruction

Limited
Obstruction

No
Net Impact

Limited
Contribution

Significant
Contribution

Each of the Green Bonds’ Use of Proceeds categories has been assessed for its contribution to, or
obstruction of, the SDGs according to ISS ESG’s methodology described above. Use of Proceeds
contribution level is mapped according to an overall appraisal of each category.
CONTRIBUTION OR
OBSTRUCTION

USE OF PROCEEDS

SUSTAINABLE DEVELOPMENT
GOALS

GREEN CATEGORIES

Energy efficiency for buildings
(I)20
Construction and acquisition of
energy-efficient buildings
Energy efficiency for buildings (II)
Renovation measures including
the addition of insulation to
existing envelope components,
such as external walls, roofs and
basement and ground floors
Energy efficiency for buildings
(III)
Other renovation measures/
installation of devices that
provide for reduced energy
demand in buildings
Climate change adaptation
Infrastructure and resources e.g.
support for reducing the risk of
floods and coastal erosion caused
by climate change

Significant Contribution21

Limited Contribution

Significant Contribution21

Limited Contribution

Limited contribution

Limited contribution

20

This category has been split in three sub-categories given the different expenditures included and to demonstrate the variations in SDGs
and degree of contribution.
21 This SDG assessment slightly differs from ISS ESG SDG Assessment Methodology due to the fact that the issuer states to align the
construction and acquisition of energy-efficient buildings with the Technical Screening Criteria of the EU Taxonomy Climate Delegated Act
(June 2021).
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Renewable energy
Research in the field of renewable
energy technologies22
Circular economy
Expenditures related to
collection, treatment and
recycling of municipal waste23
Clean transportation
e.g. construction, operation and
maintenance of Rail Transport
services (investments in trains
with zero direct tailpipe CO2
emissions), electric vehicles, etc.
Sustainable water management
e.g. extension, reconstruction and
construction of wastewater
collection and treatment
infrastructure25, etc.
Land use and living natural
resources
e.g. implementation of measures
concerning the management of
nutrient-rich organic soils, etc.
Terrestrial and Aquatic
Biodiversity Conservation
Expenditures that ensure the
protection and conservation of
terrestrial and aquatic
biodiversity, e.g. re-vegetation of
open water bodies and bare
peat27

Significant Contribution

Significant Contribution

Limited contribution24

Significant contribution26

Significant contribution

Significant contribution

22 This includes

off-shore wind-based electricity generation farms (floating platforms and stable installation), onshore wind parks, solar parks
(photovoltaic solutions).
23 This refers to the support of a project that is aimed at demonstrating the environmental benefits and cost effectiveness of a new type of
building insulation material made of recycled paper and hemp fiber.
24 This assessment refers to the overall appraisal of the related rail transport elements financed by Latvia, including expenditures to develop
and maintain an electrified railway infrastructure, or multi-modal infrastructure crossings between different modes of transport. Parts of
this Use of Proceeds category is mapped to limited or no net contribution referring to the fact that the expenditures to be (re-)financed
continues to partially rely on technologies where negative impacts cannot be excluded or positive impacts are difficult to quantify.
25 This assessment refers to the overall appraisal of the related water and wastewater management systems financed by Latvia, including
expenditures related to the construction of sewage or rainwater infrastructure. Parts of this Use of Proceeds category is mapped to limited
or no net contribution referring to the fact that the expenditures to be (re-)financed continues to partially rely on technologies where
negative impacts cannot be excluded or positive impacts are difficult to quantify.
26 This assessment refers to the overall appraisal of the related water and wastewater management systems financed by Latvia, including
expenditures related to the construction of sewage or rainwater infrastructure. Parts of this Use of Proceeds category is mapped to limited
or no net contribution referring to the fact that the expenditures to be (re-)financed continues to partially rely on technologies where
negative impacts cannot be excluded or positive impacts are difficult to quantify.
27
This assessment refers to the overall appraisal of the related biodiversity conversation elements financed by Latvia, including expenditures
such as the restocking of fish resources and ecosystem monitoring. Parts of this Use of Proceeds category is mapped to limited or no net
contribution referring to the fact that the expenditures to be (re-)financed continues to partially rely on technologies where negative impacts
cannot be excluded or positive impacts are difficult to quantify.
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USE OF PROCEEDS

CONTRIBUTION OR
OBSTRUCTION

SUSTAINABLE DEVELOPMENT GOALS

SOCIAL CATEGORIES

Access to essential services Expenditures related to education,
e.g. improving quality and providing
access to essential educational
infrastructure, programmes and
services, etc.
Access to essential services Expenditures related to social
inclusion, i.e. providing minimum
income for population groups at risk
of poverty, subsidies to reduce
public transport fares
Affordable basic infrastructure Expenditures to ensure access to
affordable, reliable, sustainable and
modern energy for all, i.e. a
subsidised final price of electricity
for low-income families, large
families or those caring for a
disabled child

Significant
contribution

Significant
contribution

Significant
contribution28

28

It is noted that the environmental impact of this dimension depends on the energy source (i.e. fossil fuels vs. renewable energy). Truly
sustainable would be such subsidies that are limited to the provision of renewable energy only.
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B. MANAGEMENT OF ENVIRONMENTAL AND SOCIAL RISKS ASSOCIATED WITH THE
SELECTION CRITERIA
The table below presents the findings of an ISS ESG assessment of the Selection Criteria against ISS ESG
KPIs.
ASSESSMENT AGAINST ISS ESG KPI

Biodiversity management

✓

For all relevant expenditures, comprehensive and specific environmental standards (regarding
e.g. direct emissions to air, noise mitigation, minimization of environmental impact during
construction work) are in place according to European and national legislation and standards.

Circular economy and Waste management

✓

For all relevant expenditures, adequate end-of-life commissioning and recycling measures are
in place that address waste management and collection as well as hazardous waste and
pollution prevention.

Labor and Health & Safety

✓

All expenditures are disbursed in Latvia, a country where high standards regarding labor and
health and safety rights are in place (e.g. ILO Core Conventions).

Dialogue with local communities

✓

For all relevant expenditures, a dialogue with local communities is an integral part at planning
stage (according to national and supranational regulatory frameworks). Environmental Impact
Assessments are carried out in accordance with EU law.

User’s safety

✓

For all relevant expenditures, measures are in place to ensure safety of building users according
to national legislation.

✓

For all relevant expenditures, measures are currently in place to ensure consumer safety in the
context of food & beverages or other consumer goods. Measures are also in place to ensure
safety of users for public transport vehicles (e.g., technical condition of vehicles is inspected
twice a year, video surveillance is in place).

Water

✓

All relevant expenditures are covered by measures regarding standards for water quality (e.g.
ISO 24521), water treatment (e.g. ISO 16075) or sustainable water withdrawal and reduction of
freshwater use.

Inclusion

✓

For all relevant expenditures, legislation promotes inclusion and non-discriminatory access with
respect to fairly priced and/or subsidized participation for socially disadvantaged groups.
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Identified eligible expenditures are (and will be) exclusively related to freely accessible
education programs and/or covered by State budget.
Quality management

✓

For all relevant expenditures (education), measures are in place that ensure minimum standards
regarding quality management. The quality of Latvia’s education system is continuously
monitored, and the information obtained is used to provide support, plan improvement
measures and promote good practices.
For all buildings-related infrastructure, Latvia ensures the respect of the Construction Law,
enforcing control and maintenance of the structure during its service. A building inspector has
the right to visit the structures belonging to natural and legal persons and to check the
conformity of service with laws and regulations.
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DISCLAIMER
1. Validity of the SPO: As long as no material changes are made to the framework.
2. ISS ESG uses a scientifically based rating concept to analyse and evaluate the environmental and
social performance of companies and countries. In doing so, we adhere to the highest quality
standards which are customary in responsibility research worldwide. In addition, we create a
Second Party Opinion (SPO) on bonds based on data from the issuer.
3. We would, however, point out that we do not warrant that the information presented in this SPO
is complete, accurate or up to date. Any liability on the part of ISS ESG in connection with the use
of these SPO, the information provided in them and the use thereof shall be excluded. In
particular, we point out that the verification of the compliance with the se- lection criteria is based
solely on random samples and documents submitted by the issuer.
4. All statements of opinion and value judgements given by us do not in any way constitute purchase
or investment recommendations. In particular, the SPO is no assessment of the economic
profitability and credit worthiness of a bond but refers exclusively to the social and environmental
criteria mentioned above.
5. We would point out that this SPO, certain images, text and graphics contained therein, and the
layout and company logo of ISS ESG and ISS-ESG are the property of ISS and are protected under
copyright and trademark law. Any use of such ISS property shall require the express prior written
consent of ISS. Use shall be deemed to refer in particular to the copying or duplication of the SPO
wholly or in part, the distribution of the SPO, either free of charge or against payment, or the
exploitation of this SPO in any other conceivable manner.
The issuer that is the subject of this report may have purchased self-assessment tools and publications
from ISS Corporate Solutions, Inc. ("ICS"), a wholly-owned subsidiary of ISS, or ICS may have provided
advisory or analytical services to the issuer. No employee of ICS played a role in the preparation of
this report. If you are an ISS institutional client, you may inquire about any issuer's use of products
and services from ICS by emailing disclosure@issgovernance.com.
This report has not been submitted to, nor received approval from, the United States Securities and
Exchange Commission or any other regulatory body. While ISS exercised due care in compiling this
report, it makes no warranty, express or implied, regarding the accuracy, completeness or usefulness
of this information and assumes no liability with respect to the consequences of relying on this
information for investment or other purposes. In particular, the research and scores provided are not
intended to constitute an offer, solicitation or advice to buy or sell securities nor are they intended to
solicit votes or proxies.
Deutsche Börse AG (“DB”) owns an approximate 80% stake in ISS HoldCo Inc., the holding company
which wholly owns ISS. The remainder of ISS HoldCo Inc. is held by a combination of Genstar Capital
(“Genstar”) and ISS management. ISS has formally adopted policies on non-interference and potential
conflicts of interest related to DB, Genstar, and the board of directors of ISS HoldCo Inc. These policies
are intended to establish appropriate standards and procedures to protect the integrity and
independence of the research, recommendations, ratings and other analytical offerings produced by
ISS and to safeguard the reputations of ISS and its owners. Further information regarding these
policies are available at https://www.issgovernance.com/compliance/due-diligence-materials.
© 2021 | Institutional Shareholder Services and/or its affiliates

ISSCORPORATESOLUTIONS.COM/ESG

28 of 32

SECOND PARTY OPINION
Su s ta in ab il ity Q u al ity o f th e Is s u er
an d Su s tain ab i lity B on d Fra m e wo rk

ANNEX 1: Methodology
ISS ESG Green KPIs
The ISS ESG Green Bond KPIs serve as a structure for evaluating the sustainability quality – i.e. the
social and environmental added value – of the use of proceeds of Latvia’s Sustainability bond.
It comprises firstly the definition of the use of proceeds category offering added social and/or
environmental value, and secondly the specific sustainability criteria by means of which this added
value and therefore the sustainability performance of the assets can be clearly identified and
described.
The sustainability criteria are complemented by specific indicators, which enable quantitative
measurement of the sustainability performance of the assets and which can also be used for reporting.
If a majority of assets fulfill the requirement of an indicator, this indicator is then assessed positively.
Those indicators may be tailor-made to capture the context-specific environmental and social risks.
To review the KPIs used in this SPO, please contact Federico Pezzolato (details below) who will send
them directly to you.

Environmental and social risks assessment methodology
ISS ESG evaluates whether the assets included in the asset pool match the eligible project category
and criteria listed in the Green Bond KPIs.
All percentages refer to the amount of assets within one category (e.g. wind power). Additionally, the
assessment “no or limited information is available” either indicates that no information was made
available to ISS ESG or that the information provided did not fulfil the requirements of the ISS ESG
Green Bond KPIs.
The evaluation was carried out using information and documents provided to ISS ESG on a confidential
basis by Latvia (e.g. Due Diligence Reports). Further, national legislation and standards, depending on
the asset location, were drawn on to complement the information provided by the issuer.

Assessment of the contribution and association to the SDG
The 17 Sustainable Development Goals (SDGs) were endorsed in September 2015 by the United
Nations and provide a benchmark for key opportunities and challenges toward a more sustainable
future. Using a proprietary method, ISS ESG identifies the extent to which Latvia’s Sustainability bond
contributes to related SDGs.
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ANNEX 2: ISS ESG Country Rating Methodology
The following pages contain methodology description of the ISS ESG Country Rating.
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ANNEX 3: Quality management processes
SCOPE
Latvia commissioned ISS ESG to compile a Sustainability bond SPO. The Second Party Opinion process
includes verifying whether the Sustainability Bond Framework aligns with the ICMA Green Bond
Principles (GBPs), Social Bond Principles (SBPs) and Sustainability Bond Guidelines (SBGs) and to assess
the sustainability credentials of its anticipated bond issuance, as well as the issuer’s sustainability
strategy.

CRITERIA
Relevant Standards for this Second Party Opinion
▪

▪

ICMA Green Bond Principles (GBPs), Social Bond Principles (SBPs) and Sustainability Bond
Guidelines (SBGs)
ISS ESG KPI sets designed to assess most material environmental and social risks related to the
eligible expenditures as listed in Latvia’s Sustainability Bond’s Framework

ISSUER’S RESPONSIBILITY
Latvia’s responsibility was to provide information and documentation on:
▪
▪
▪

Framework
Eligibility criteria
Documentation of ESG risks management at the asset level

ISS ESG’s VERIFICATION PROCESS
ISS ESG is one of the world’s leading independent environmental, social and governance (ESG)
research, analysis and rating houses. The company has been actively involved in the sustainable capital
markets for over 25 years. Since 2014, ISS ESG has built up a reputation as a highly-reputed thought
leader in the green and social bond market and has become one of the first CBI approved verifiers.
ISS ESG has conducted this independent Second Party Opinion of the Sustainability bond to be issued
by Latvia based on ISS ESG methodology and in line with the ICMA Green Bond Principles (GBPs), Social
Bond Principles (SBPs) and Sustainability Bond Guidelines (SBGs).
The engagement with Latvia took place in September - November 2021.

ISS ESG’s BUSINESS PRACTICES
ISS has conducted this verification in strict compliance with the ISS Code of Ethics, which lays out
detailed requirements in integrity, transparency, professional competence and due care, professional
behaviour and objectivity for the ISS business and team members. It is designed to ensure that the
verification is conducted independently and without any conflicts of interest with other parts of the
ISS Group.
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About ISS ESG SPO
ISS ESG is one of the world’s leading rating agencies in the field of sustainable investment. The agency
analyses companies and countries regarding their environmental and social performance.
As part of our Sustainable (Green & Social) Bond Services, we provide support for companies and
institutions issuing sustainable bonds, advise them on the selection of categories of projects to be
financed and help them to define ambitious criteria.
We assess alignment with external principles (e.g. the ICMA Green / Social Bond Principles), analyse
the sustainability quality of the assets and review the sustainability performance of the issuer
themselves. Following these three steps, we draw up an independent SPO so that investors are as well
informed as possible about the quality of the bond / loan from a sustainability perspective.
Learn more: https://www.isscorporatesolutions.com/solutions/esg-solutions/green-bond-services/
For Information about SPO services, contact:
Federico Pezzolato
SPO Business Manager EMEA/APAC
Federico.Pezzolato@isscorporatesolutions.com
+44.20.3192.5760
Miguel Cunha
SPO Business Manager Americas
Miguel.Cunha@isscorporatesolutions.com
+1.917.689.8272
For Information about this Sustainability bond SPO, contact: SPOOperations@iss-esg.com

Project team
Project lead

Project support

Project supervision

Rafael Heim
Analyst
ESG Consultant

Giorgio Teresi
Analyst
ESG Consultant

Viola Lutz
Executive Director
Head of Climate Services
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