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Introduction

In 2018, Banco del Estado de Chile (“BancoEstado”) issued social bonds aimed at financing expenditures related to
reducing social inequalities in Chile and advancing the bank’s sustainability mandate. In March 2019, BancoEstado
engaged Sustainalytics to review the projects funded through the issued social bond and provide an assessment as to
whether the projects met the Use of Proceeds criteria and the Reporting commitments outlined in the Banco del Estado

de Chile Social Bond Framework.

Evaluation Criteria

Sustainalytics evaluated BancoEstado’s mortgages with the Governmental Guarantee Portfolio (‘“Hipotecarios con
Subsidio para personas de bajos ingresos”) funded in 2018 based on whether the projects and programmes:

1. Met the Use of Proceeds and Eligibility Criteria outlined in the Social Bond Framework; and
2.  Reported on at least one of the Key Performance Indicators (KPIs) for each Use of Proceeds criteria, funded
by the social bond, outlined in the Social Bond Framework.

Table 1 lists the Use of Proceeds and Eligibility Criteria, while Table 2 lists the associated KPIs.

Table 1: Use of Proceeds and Eligibility Criteria

Use of Proceeds Eligibility Criteria Key Performance
Indicators

Micro, small and medium-sized * Mitcl:lroﬁnanlce ils an}f{ ;:ust(t)lrlner%F e  Number of MSME’s

enterprises (MSMEs) with annua; saies ot 1ess than supported

BancoEstado provides through its
subsidiary “Microempresas”, financial
advice and financing opportunities to the
country’s entrepreneurs, traditionally
excluded from the banking system and
lacking the necessary tools to grow their
businesses. BancoEstado wholesale
banking includes segments based on
annual revenues.

Woman Entrepreneurs

BancoEstado’s program to support
women-owned businesses, such as “Crece
Mujer Emprenderora”, is aiming to
improve access conditions to financial and
non-financial services for women
entrepreneurs, thus contributing to the
strengthening and growth of their
businesses and also supporting the

2,400 in activities such as trade,
artisanal fishing, agriculture,
passenger transport, freight
transport, professional services,
independent technicians,
production, handicrafts and
tourism.

e  Small business is any company
with annual sales between UF
2,401 and UF 40,000.

e  Medium-sized business is any
company with annual sales
between UF 40,001 and UF
300,000 for the Metropolitan
Region.

e A women entrepreneur is any
woman 18 years or over that
operates her own enterprise.

e Number of
microfinance loans
granted

e  Amount of credit
distributed

e Number of women-
owned small and
medium enterprises
supported

e Number of loans
granted

e Amount of credit
distributed
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economic empowerment of women in the
country.

This initiative includes, in addition to
specific financing alternatives, face-to-face
training in business management, financial
education, indebtedness, leadership and
innovation.

In addition, it generates a virtual
community through a web platform that
facilitates exchanging experiences among
the entrepreneurs themselves, along with
training in business, legal and tax advice,
among others.

Social housing e  Minimum 18 years of age e Number of dwellings
e  Belong to 40% of underserved and/or number of

BancoEstado provides mortgages with a population according to beneficiaries

Governmental Guarantee to low-income “Registro Social de Hogares”,

persons that fulfill Ministry of Housing provided by the Ministry of

Social Development.

requirements. In addition, BancoEstado’s
e  Houses between UF 950 and UF

policy to provide mortgage loans must

. S 1,600.
meet risk guidelines as of any mortgage
loan.
Access to banking services and *  Meet the target population. e Number of beneficiaries
e Implementation in rural and e  Number of service

technological t to fi ial .
echnological support to financia remote regions where:

inclusion Rural roui Jocat points implemented
I e | micsion i - ural regions are locations o 9% ofpeople living in
trengthen it ial mission in the area i
o strengthen its soc §s10 ¢ are outside populated rural and remote areas
of financial inclusion and to make Chile a communes;
more inclusive and equitable country, - Remote regions are the Number of access
.. . . ramps
BancoEstado is implementing services and extreme zones North and P
systems to support access to essential South of Chile.
services.

Issuing Entity’s Responsibility

BancoEstado is responsible for providing accurate information and documentation relating to the details of the projects
that have been funded, including description of projects, estimated and realized costs of projects, and project impact.

Independence and Quality Control

Sustainalytics, a leading provider of ESG and corporate governance research and ratings to investors, conducted the
verification of BancoEstado’s Social Bond Use of Proceeds. The work undertaken as part of this engagement included
collection of documentation from BancoEstado employees and review of documentation to confirm the conformance
with the Social Bond Framework.

Sustainalytics has relied on the information and the facts presented by BancoEstado with respect to the Nominated
Projects. Sustainalytics is not responsible nor shall it be held liable if any of the opinions, findings, or conclusions it has
set forth herein are not correct due to incorrect or incomplete data provided by BancoEstado.

Sustainalytics made all efforts to ensure the highest quality and rigor during its assessment process and enlisted its
Sustainability Bond Review Committee to provide oversight over the assessment of the review.
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Conclusion

Based on the limited assurance procedures conducted,' nothing has come to Sustainalytics’ attention that causes us to
believe that, in all material respects, the reviewed Social Housing project, funded through proceeds of BancoEstado’s
social bond, are not in conformance with the Use of Proceeds and Reporting Criteria outlined in the Social Bond
Framework. BancoEstado has disclosed to Sustainalytics that the proceeds of the social bond were fully allocated five

months after the issuance on April 25, 2018.

Detailed Findings
Table 3: Detailed Findings

Eligibility = Procedure Performed

Criteria

Use of Verification of the projects

Proceeds funded by the social bond in

Criteria 2018 to determine if projects
aligned with the Use of Proceeds
Criteria outlined in the Social
Bond Framework and above in
Table 1.

Reporting Verification of the projects

Criteria funded by the social bond in

2018 to determine if impact of
projects was reported in line
with the KPIs outlined in the
Social Bond Framework and
above in Table 2. For a list of
KPIs reported please refer to
Appendix 1.

Factual Findings

The Social
Housing projects
reviewed
complied with
the Use of
Proceeds criteria.

The Social
Housing projects
reviewed
reported on at
least one KPI.

Exceptions Identified

BancoEstado has confirmed that the use of
proceeds is allocated to a targeted population
who belong to the 60%, 80% and 90%
sections according to the Social Household
Registry (SHR). Sustainalytics notes a
deviation in the threshold of 40% that is used
to qualify underserved population in the
Social Bond Framework. Nevertheless, since
the 60%, 80% and 90% sections are defined
under the criteria set by Ministry of Housing
and Urban Planning, and fall within the
defined home loan amounts (UF 950 - UF
1,600), Sustainalytics still views this as
credible and impactful.

None

! Sustainalytics limited assurance process includes reviewing the documentation relating to the details of the projects that have been funded, including description of
projects, estimated and realized costs of projects, and project impact, which were provided by the Issuer. The Issuer is responsible for providing accurate information.

Sustainalytics has not conducted on-site visits to projects.
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Appendix 1: Impact Reporting by Eligibility Criteria

Use of Proceeds and
Eligibility Criteria Category

Environmental Impact Reported by Eligibility Criteria

Social Housing

e Number of dwellings and/or number of beneficiaries: 2,515, and

approximately CLP$55, 705 million (correspond to mortgage loans that

accomplish the criteria established for the months of May 2018 to September
2018)
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Disclaimer
© Sustainalytics 2019. All rights reserved.

The intellectual property rights to this Second-Party Opinion (the “Opinion”) are vested exclusively in Sustainalytics.
Unless otherwise expressly agreed in writing by Sustainalytics, no part of this Opinion may be reproduced, disseminated,
comingled, used to create derivative works, furnished in any manner, made available to third parties or published, parts
hereof or the information contained herein in any form or in any manner, be it electronically, mechanically, through
photocopies or recordings, nor publicly released without the “Social Bond Framework™ in conjunction with which this
Opinion has been developed.

The Opinion was drawn up with the aim to provide objective information on why the analyzed bond is considered
sustainable and responsible, and is intended for investors in general, and not for a specific investor in particular.
Consequently, this Opinion is for information purposes only and Sustainalytics will not accept any form of liability for
the substance of the opinion and/or any liability for damage arising from the use of this Opinion and/or the information
provided in it.

As the Opinion is based on information made available by the client, the information is provided “as is” and, therefore
Sustainalytics does not warrant that the information presented in this Opinion is complete, accurate or up to date, nor
assumes any responsibility for errors or omissions. Any reference to third party names is for appropriate
acknowledgement of their ownership and does not constitute a sponsorship or endorsement by such owner.

Nothing contained in this Opinion shall be construed as to make a representation or warranty, express or implied,
regarding the advisability to invest in or include companies in investable universes and/or portfolios. Furthermore,
nothing contained in this Opinion shall be construed as an investment advice (as defined in the applicable jurisdiction),
nor be interpreted and construed as an assessment of the economic performance and credit worthiness of the bond, nor
to have focused on the effective allocation of the funds’ use of proceeds.

The client is fully responsible for certifying and ensuring its commitments’ compliance, implementation and monitoring.

In case of discrepancies between the English language and translated versions, the English language version shall prevail.
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Sustainalytics is a leading independent ESG and corporate governance research, ratings and analytics firm that support
investors around the world with the development and implementation of responsible investment strategies. With 13
offices globally, the firm partners with institutional investors who integrate ESG information and assessments into their
investment processes. Spanning 30 countries, the world’s leading issuers, from multinational corporations to financial
institutions to governments, turn to Sustainalytics for second-party opinions on green and sustainable bond frameworks.
Sustainalytics has been certified by the Climate Bonds Standard Board as a verifier organization, and supports various
stakeholders in the development and verification of their frameworks. Global Capital named Sustainalytics the “Most
Impressive Second Party Opinion Provider in 2017. In 2018, the firm was recognized as the “Largest External Reviewer”
by the Climate Bonds Initiative as well as Environmental Finance. In addition, Sustainalytics received a Special Mention
Sustainable Finance Award in 2018 from The Research Institute for Environmental Finance Japan for its contribution to
the growth of the Japanese Green Bond Market.

For more information, visit www.sustainalytics.com

Or contact us info(@sustainalytics.com
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