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At the twenty-first Conference of the Parties to the United Nations Framework Convention on 

Climate Change (COP-21) convened last December in Paris, the nations of the Earth agreed on a 

new framework to address the challenges of climate change. Countries agreed to work towards 

limiting the increase of the Earth’s temperature to 2° Celsius by 2050 and to pursue the goal of 

restricting global temperature rises to no more than 1.5° Celsius above pre-industrial levels. The 

Paris Agreement will enter into force in 2020, once 55 nations, accounting for at least 55% of 

the world’s emissions, ratify the agreement. “Nationally Determined Contributions” (NDCs) to 

limit emissions will guide countries’ mitigation efforts, and targets will be revised every 5 years 

to ensure that the 2050 emission reduction goals are achieved. 

Reaching any of the goals promised by the participating countries will mean investment in 

infrastructure, development of low-carbon sources of energy, and wide scale adoption of energy 

efficient manufacturing processes, products and transportation options that reduce the world’s 

carbon emissions. Success will require concerted investments in new technologies and an 

unprecedented deployment of capital throughout the world.  

Companies have to be part of the solution to a lower carbon economy. Companies also have to 

show investors and other stakeholders that they not only can sustain themselves, but thrive in 

any climate scenario.  Company survival will depend upon understanding the effects of 

temperature, water, and weather extremes on current operations and future infrastructure and 

taking steps to become climate resilient.  

Many stakeholders are calling for better information from companies on the impact of climate 

risks in order to gauge their exposure.  The Financial Stability Board (FSB) recently established an 

industry-led task force on climate-related financial risks reporting to develop voluntary, 

consistent rules for climate-related financial risk disclosure. 

To make the transition to a low-carbon economy, organizations should identify opportunities for 

emissions reductions and integrate this information into their capital spending plans.  

Greenhouse gas (GHG) emissions measurement and reporting can help identify ways to improve 

performance, reduce risk, protect or enhance the organization’s reputation, and secure 

shareholder and stakeholder trust. Accounting for GHG emissions is a building block for 

organizational and supply chain sustainability reporting and evaluation. 



Organizations that heed the call for improved energy efficiency and infrastructure resiliency are 

in the best position to prosper in a low-carbon economy. Identifying potential risks can lead to 

strategies that reduce or contain costs, increase flexibility and build opportunities even in an 

unknown future with a changing climate. Immediate targets for improvement include the use of 

renewable energy, energy-efficient buildings, lower emission transportation options, and 

sustainable water sources. Identifying the actions required is just the first step. Financing capital 

improvements and deploying assets translates intent into action.  

Funding the Future.  “Green bonds” have been identified by many in the investment community 

as an effective instrument for financing the transition to a low-carbon economy. Green bonds 

represent an opportunity to channel investment away from fossil fuel risk and into more 

sustainable infrastructure needed to support this transition. 

The issuer of a green bond pledges to spend the money raised on projects with environmental 

benefits.   Labelling a bond “green” generates more investor interest and makes environmentally-

friendly projects easier for investors to find and support. The green bond market is growing 

rapidly. About $3 billion in green bonds were issued in 2012 and $41.8 billion in 2015. The call 

for green bonds is high among investors, but there are not enough green bonds to satisfy this 

demand. 

With Demand Come Calls for Standardization.  Most green bonds in 2015 were issued for 

renewable energy projects (45.8%), energy efficiency (19.6%) and low-carbon transport (13.4%), 

such as rail service and electric vehicles, according to the Climate Bonds Initiative.1 Other projects 

for more sustainable water use (9.3%), waste management and pollution control (5.6%), 

agriculture and forestry (2.2%) and climate adaptation (4.1%) were also financed with green 

bonds.2 Green bonds are particularly suitable for raising capital for infrastructure projects. But, 

with the phenomenal growth in green bonds comes concern about the environmental credibility 

of some projects. 

How Green Is My Project?  Currently, there are no mandatory frameworks or generally accepted 

rules to decide when a project is “green enough ”. In the absence of a clear set of rules, the issuer 

of the bond decides if a project will deliver environmental benefits. Many observers now are 

calling for the application of stricter guidelines on what debt issuances qualify to be included in 

the rapidly growing Green Bond market. 

Several groups are working to bring standardization to the green bond market.  Standardization 
enables certification and verification that funds raised through green bonds are used 
appropriately.  A group of bond issuers, investors and environmental groups developed the 

                                                           
1 “Introduction to the Climate Bonds Standards & Certification Scheme,” December 2015, p. 10. 
2 Ibid. 



Green Bond Principles (GPB) in 2014.3  These principles serve 

as voluntary guidelines on the process for development and 
issuance of Green Bonds. They are meant to encourage 
transparency, disclosure and integrity in the market. The 
Climate Bonds Initiative has developed a green bond 
standard and criteria for certifying green bonds.4 The newest 
version of the standard includes the Green Bond Principles.  
Other groups are in the process of standards development.  
The market will eventually need to agree on a single 
standard to enable comparison of bonds and the outcomes of projects supported by green 
bonds. 

As mentioned, the Green Bond Principles (GBP) are voluntary process guidelines describing 
methods to promote transparency and disclosure, and are intended to foster greater integrity in 
the market.  The scope of the GBP was refreshed in 2015 in an effort to reflect the evolution of 
the Green Bond market and to identify best practice.  As a possible reflection of greater scrutiny 
and growth of the market, Green Bonds have extended to new issuer categories including 
utilities, corporate, and state and local governments.   
 
The GBP have four components: 
1. Use of Proceeds 
2. Process for Project Evaluation and Selection 
3. Management of Proceeds 
4. Reporting. 

The focus of all is on transparency of information and data to provide enhanced credibility to the 

market.  

Use of Proceeds: 

The GBP identify target areas for investment that address key environmental issues.  These broad 

categories include, but are not limited to: 

 Renewable energy 

 Energy efficiency (including efficient buildings) 

 Sustainable land use that includes more sustainable forestry and agriculture 

 Biodiversity conservation 

 Sustainable water management   

 Climate change adaptation 

 Sustainable waste management 

 Cleaner transportation options.   

                                                           
3 http://www.icmagroup.org/Regulatory-Policy-and-Market-Practice/green-bonds/green-bond-principles/  
4 http://www.climatebonds.net/standards.  

http://www.icmagroup.org/Regulatory-Policy-and-Market-Practice/green-bonds/green-bond-principles/
http://www.icmagroup.org/Regulatory-Policy-and-Market-Practice/green-bonds/green-bond-principles/
http://www.climatebonds.net/standards


In all four components of the green bond process, the GBP 

encourages the use of assurance organizations to demonstrate the 

veracity of claims and document outcomes for the green bond 

proceeds.  Independent assurance lends credibility to the market and 

helps support continued growth of the market. 

The Climate Bonds Standard is a tool that allows investors and 

intermediaries to assess the environmental integrity of bonds 

claiming to address climate change mitigation. It is a multi-sector 

standard that is certified by a third party verifier.   

A new version 2 was released in December 2015.  The Climate Bonds Initiative web site 

(http://www.climatebonds.net/standards/about) describes the new issue of the standard: “In 

the revised V2.0: the assurance framework is more practical and efficient; the 2015 update of 

the Green Bond Principles have been fully integrated; annual reporting requirements are more 

explicit; and different types of bonds are accommodated.”  The prototype of the standard was 

used for only six green bond issue certifications, so widespread use of the standard is yet to 

happen. Third party certification, however, does imply greater assurance for bond investors. 

As planning for infrastructure improvements ramps up, financing at a much larger scale will be 

required to realize the needed CO2e reductions.  Green Bonds are expected to continue to gain 

popularity with issuers and investors alike as an important funding tool for the low-carbon 

economy.  It is precisely the standardization of this market that will help keep the funding flowing.  

Assurance and third party certification to standards will bring rigor to the process and credibility 

to project approvals. These developments will keep the world on track to meet the climate goals 

agreed at COP21.   
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