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Green Financing Strategy

Overview  

What Are Green Bonds 

A green bond, like any other bond, is a fixed-income financial instrument for raising capital through the debt 
capital market. In its simplest form, the bond issuer raises a fixed amount of capital from investors over a set 
period of time, repaying the capital when the bond matures and paying an agreed amount of interest 
(coupons) along the way. The key difference between a ‘green’ bond and a regular bond is that the issuer 
publicly states it is raising capital to fund ‘green’ projects, assets, or business activities with an environmental 
benefit, such as renewable energy, low carbon transport or forestry projects. Bonds can also be used to fund 
projects with a social or community benefit such as improving healthcare or social services, and these are 
typically known as ‘social’ or ‘social impact’ bonds (KPMG, 2015). 

Why Issue Green Bonds 

Green bonds are meant to reduce climate impact by using some or all of the money raised on projects that 
relate to clean water and renewable/efficient energy (Kenny, 2021). Some issuers also use the money to help 
restore water habitats, biomes, and to take steps to reduce carbon output. The Paris Agreement seeks to 
mitigate greenhouse gas emissions and establish a low carbon economy. It is expected to cause rapid growth 
in the green bond market. The landmark agreement establishes an objective of holding the global 
temperature increase to less than two degrees Celsius above pre-industrial levels (United Nations Climate 
Change, 2022).  

Whether it is because of the political push of the Paris Agreement or just the increased awareness of climate 
change among investors, the truth is that investors now favor green bonds over traditional bonds when the 
price and terms are the same, because green bonds offer the additional environmental component that many 
investors seek. Issuers are also becoming increasingly aware that there are benefits of green bond issuance(s) 
especially high investor demand and diversification that can lead to greater transaction size, longer maturities 
and in some cases improved pricing, which may serve to mitigate the costs associated with issuance of a 
green bond (International Finance Corporation, 2016). 

Additionally, green bonds are typically oversubscribed vs. traditional bonds which attracts a premium also 
referred to as a “Greenium”. Meaning the issuers can obtain a cheaper cost of funding by issuing debt with a 
specified 'use of proceeds' that have positive environmental and/or social impacts as compared to traditional 
bonds. Oversubscribed issuance occurs when investors are not able to buy all the shares or bonds they want, 
so underwriters must allocate the shares or bonds among investors. This occurs when a new issue is 
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underpriced or in great demand because of growth prospects (Agliardi & Agliardi , 2021). Green bonds may 
be issued for a higher price therefore offering a lower yield compared to a company’s outstanding debt. 
Green bonds are also anticipated to deliver a larger multiplier effect for investments through job creation, 
economic stimulation, development of innovative clean technologies and energy infrastructure.  

The questions typically asked when deciding to issue a green bond can be categorized into five key themes. 
1. Should we label our bond “green"? 
2. How do we define what makes the bond “green”?  
3. What should we report on after issuing a green bond?  
4. What type of external assessment should we seek?  
5. How can we avoid accusations of “greenwashing”? 

(KPMG, 2015) 
 
Many institutional investors (particularly pension funds and not-for-profit organizations) have committed to 
divestment from fossil-fuels companies and are beginning to consider exposure to carbon as a risk to be considered 
when making an investment decision. This is particularly the case in countries where tougher regulations on carbon 
emissions are introduced and may leave investors and issuers with toxic assets. Most investors are primarily concerned 
with returns, and the growing impact of carbon risk exposure on their portfolios can be costly (International Finance 
Corporation, 2016). Green bonds provide investors with a way to earn income that is exempt from taxes while 
knowing that the money lended to a corporation is being used in a way that is not harmful to the environment. 
Companies that use green bonds for funding also benefit. The green angle attracts a growing number of investors 
who are more aware of and want to act to help fight climate change. Higher demand for green bonds equals lower 
costs to borrow money. Lower costs mean reduced spending for a business. These savings are either passed down to 
investors in the form of a dividend or used to lower the costs for funds 

Approach to Sustainability  

Sustainability for Laconic means ensuring our ability to provide regions with waste management options, 
clean energy, water treatment, and regenerative agriculture to promote a healthy environment, and a 
prosperous economy, now and for future generations. Sustainability lives at the heart of Laconic’s mission and 
values and drives our strategic purpose and plan. 

At Laconic, our sustainability aspirations include: 
• Implementing Innovative waste to energy and renewable energy technologies 
• Building the integrated and reliable grid of tomorrow 
• Enhancing climate adaptation to improve overall resiliency 
• Improving integrated environmental footprint (air, water, waste, land, biodiversity) 
• Protecting natural habitats and biodiversity through water treatment and regenerative agriculture 

These aspirational statements confirm Laconic’s vision for the future and establish a basis for developing our 
sustainability objectives, which align with the United Nations’ Sustainable Development Goals (“SDGs”) and 
the Global Reporting Initiative (“GRI”). 
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Framework 

Laconic’s rationale for green bond issuance is to continue our progress towards a more sustainable future 
through the creation of this Green Financing Strategy. This Framework will guide future issuances of green, 
social, and sustainability bonds or other financing instruments for our “Funding Landscape Initiative”. 

Alignment with Green Bond Principles  

This Framework has been developed in accordance with the ICMA guidance for the Green Bond Principles, 
2021, (“GBP”), the Social Bond Principles, 2021, (“SBP”), the Sustainability Bond Guidelines, 2021, (“SBG”) 
Green Loan Principles, 2021, (“GLP”), and the Social Loan Principles, 2021, (“SLP”), all of which recommend 
transparency and disclosure to promote integrity with respect to Sustainable Financing. 

Use of Proceeds 

Laconic intends to allocate an amount equal to the net proceeds from the sale of any Sustainable Financing 
Instruments to finance or refinance, pay or reimburse the payment of, in whole or in part, existing and new 
expenditures (the “Eligible Sustainable Expenditures”). Eligible Sustainable Expenditures include investments, 
expenditures, or disbursements to the issue date of the Sustainable Financing Instrument, or any time 
following the issue date until the maturity of the Sustainable Financing Instrument. 

Project Evaluation and Selection 

All capital projects are approved through Laconic’s business planning process. Laconic’s Treasury department, 
in conjunction with internal accounting and other functions, will evaluate capital expenditures that are 
aligned with Sustainable Financing Instruments based on the eligibility criteria set forth in “Eligible 
Sustainable Expenditures” in the preceding section. Laconic’s Financial Operations & Performance 
department, or equivalent functions, will provide oversight for project evaluation and selection through its 
capital planning process and business planning function. Laconic maintains a comprehensive Climate 
Adaptation and Resiliency Plan, which provides Laconic with the analytical framework, references, tools, and 
other guidance to understand how to consider climate change in plans and projects and build resilience in 
the short and long term, including guidance on how to use climate projections that involve multiple future 

Overview Framework Issuance Elements Appendix References
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https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Green-Bonds-Principles-June-2018-270520.pdf
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https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/LMA_Green_Loan_Principles_Booklet-220318.pdf
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scenarios and different time periods in planning and project designs (Tennessee Valley Authority, 2021). 
Laconic has continued its efforts to ensure climate change adaptation and resiliency is integrated into both 
agency-wide and regional planning efforts, in coordination with other Federal agencies as well as state and 
local partners, tribal governments, and private stakeholders. 

Eligible Sustainable Expenditures  

Listed below are Laconic’s project offerings that are derived from the Green Bond Principles. Eligible 
categories are in alignment with strategic capital in Laconic's business planning, which is funded with debt, 
including capacity expansion or environmental expenditures. 

     (ICMA Green Bond Principles, 2021) (ICMA Mapping, 2021) (Sustainable Development Goals, 2022) 

Management of Proceeds 

The net proceeds from Sustainable Financing Instruments will be handled through Laconic’s general accounts 
and cash management processes. Payment of principal and interest on the Sustainable Financing Instruments 
will be made from Laconic’s general funds and will not be directly linked to the performance of any Eligible 

LACONIC PROJECT: Waste Management 

GBP PROJECT ELIGIBILITY SDG MAPPING SDG ALIGNMENT

Pollution Prevention and Control 6.3, 11.6, 12.5, 15.1, 17.7

LACONIC PROJECT: Waste to Energy

GBP PROJECT ELIGIBILITY SDG MAPPING SDG ALIGNMENT

Eco-efficiency and/or Circular Economy Adapted 
Products, Production Technologies and Processes

7.1, 7.2, 7.a, 7.b, 8.2, 9.4, 
12.5, 12.a, 17.7

LACONIC PROJECT: Winds Farms

GBP PROJECT ELIGIBILITY SDG MAPPING SDG ALIGNMENT

Renewable Energy 7.1, 7.2, 7.3, 7.a, 7.b, 9.4, 
12.a, 15.1, 17.7

LACONIC PROJECT: Water Treatment

GBP PROJECT ELIGIBILITY SDG MAPPING SDG ALIGNMENT

Sustainable Water and Wastewater Management 6.1, 6.3, 6.4, 6.6, 15.1, 17.7

LACONIC PROJECT: Regenerative Agriculture

GBP PROJECT ELIGIBILITY SDG MAPPING SDG ALIGNMENT

Environmental Sustainable Management of Living 
Natural Resources and Land Use

6.6, 8.3, 12.2, 12.8, 15.1, 
15.5, 17.7

 (Reference  Appendix 1 for SDG Mapping)
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Sustainable Expenditures. Proceeds that are not immediately allocated will be invested per Laconic’s liquidity 
management policy, such as in cash or cash equivalents, or other liquid marketable instruments. Laconic’s 
Treasury department will coordinate with business planning, accounting, and other internal resources to 
ensure the internal tracking of projects and accounting for the allocation of the net proceeds from the 
Sustainable Financing Instruments to eligible projects set forth in the “Eligible Sustainable Expenditures” 
section (Tennessee Valley Authority, 2021). 

Reporting 

Within one year of issuance and during the term of the Sustainable Financing Instruments, Laconic will 
provide, and keep readily available, on Laconic’s public website, information on the allocations of the net 
proceeds of the Sustainable Financing Instruments, to be updated at least annually until full allocation of such 
net proceeds and as necessary thereafter in the event of material developments. Where feasible, the report 
may include qualitative and quantitative environmental or social performance indicators, as applicable. This 
information may include: 

• Eligible Sustainable Expenditures funded and a brief description of the eligible projects 
• The amounts allocated during the eligible period 
• The remaining balance of funds that have not yet been allocated 
• A report with an assertion by management that an amount of the net proceeds of the Sustainable 

Financing Instruments has been allocated to qualifying Eligible Sustainable Expenditures 
(Tennessee Valley Authority, 2021) 

GBP PROJECT CATEGORIES POTENTIAL QUANTITATIVE/QUALITATIVE ENVIRONMENTAL PERFORMANCE INDICATORS 

WASTE MANAGEMENT  
Pollution Prevention and Control 

• Collection (including collection infrastructure, containers);  
• Transportation (covered by the Climate Bonds Low Carbon Transport Criteria); 
• Sorting to separate recyclables; 
• Reuse and recycling (including processing into secondary raw materials and repair); 
• Composting & anaerobic digestion of green/garden/yard and food waste; 
• Thermal treatment with energy recovery of residual waste; 
• The installation of gas recovery systems for landfill sites (for non-operational landfill sites only).

WASTE TO ENERGY 
Eco-efficiency and/or Circular Economy 
Adapted Products, Production 
Technologies and Processes 

• Boiler steam load: The steam output capacity of each boiler. This indicator drives a facility’s energy 
output and revenues. 

• Boiler mass load: Tonnage capacity of throughput of each boiler. This indicator drives tipping 
revenue of a WTE Facility. Waste heating value and boiler design will affect this performance 
indicator. 

• Boiler availability: Unscheduled downtime caused by breakdowns and planned outages drives this 
indicator. 

• Steam cycle efficiency: The efficiency of converting steam into electricity. Internal steam usage and 
turbine performance affect this indicator. 

• Internal electricity usage: Electricity used for a facility’s internal needs will decrease the amount of 
power available for sale.

WIND FARMS 
Renewable Energy 

• Performance: time-based availability (tba%), energy-based availability (eba%) 

• Reliability: mean time to repair (mttr), mean time between failures (mtbf), mean time to failure (mttf) 

• Maintenance: interventions per wind turbine, corrective maintenance (%), schedule compliance (%), 
overtime jobs (%), total maintenance cost vs. annual maintenance budget (%)

WATER TREATMENT 
Sustainable Water and Wastewater 
Management 

• Quality of service (three--compliance with residual chlorine rule, continuity of service, and 
percentage of water receiving chemical treatment) 

• Coverage of service (two--water coverage and sewerage coverage),  
• Management efficiency (three--a combination of service continuity and volume per person at a 

connection, percentage with meters, and the ratio of uncollected bills to total billings), and  
• Managerial finance efficiency (one--ratio of direct costs and other operating expenses to revenues) 
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External Review 

Laconic will retain an independent consultant with environmental and social experience to provide a Second 
Party Opinion (“SPO”) on Laconic’s Green Financing Strategy, as well as its alignment to GBP, SBP, SBG, and 
GLP. The SPO will be available on Laconic’s website as well as the SPO provider’s website. The independent 
consultant considered is listed as follows:   

REGENERATIVE AGRICULTURE 
Environmental Sustainable 
Management of Living Natural 
Resources and Land Use

• Quantifying insect diversity using AI 
• Measuring soil carbon levels with a handheld probe 
• Mapping soil health with satellite data and remote sensors 
• Evaluating bird diversity with microphones 
• Identifying insects using lasers

(External Link Click Here)
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Issuance  

Step 1: Identify Qualifying Green Projects and Assets 

The key feature of a Green Bond is that the proceeds are for green projects or assets. The “greenness” of a 
company does not matter - it’s about the physical assets or projects (Climate Bond Initiative, 2021). 

Qualifying Green Projects 

(Reference Appendix 2 for Qualifying Green Assets) 
(IRENA Green Bonds, 2020) 

Get Climate Bond Certified 
The Climate Bond Initiative’s international standards for the green bond market. These standards include a 
simple certification and verification process for potential issuers.  

• Locate qualifying green assets or projects. These can be existing assets or projects to be completed.   
• Get independent verification of compliance (Sustainalytics). 
• To finalize certification simply send in a verification report to the Climate Bond Standards Board for 

review. Board members representing $34 trillion of assets under management will be deciding on the 
application. 

(Climate Bond Initiative, 2022) 

Overview Framework Issuance Elements Appendix References

(External Link Click Here)
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Review Funding Options and Chooser Underwriter  
JPMorgan Chase’s inaugural green bond issuance builds on the Firm’s position as a lead underwriter in the 
sustainable bond market. In 2019, the Firm’s broker-dealer subsidiaries underwrote $14.6 billion in green 
bonds and sustainable bonds. Representatives of JPMorgan Chase were among the co-authors of the Green 
Bond Principles introduced under the sponsorship of the International Capital Markets Association in 2014. 
Marilyn Ceci, Managing Director and Global Head of ESG Debt Capital Markets, currently serves on the 
Executive Committee that oversees the Green Bond Principles (JP Morgan Chase, 2020). JPMorgan Chase 
may be a choice partner for Laconic’s inaugural green bond issuance for sustainable development as we move 
forward with our funding landscape initiative.  

Step 2: Arrange for Independent Review 

Credible independent review and certification protects your reputation and provides confidence to investors 
about the quality of green investments being made. Verifiers can also help identify green assets. Both 
policymakers and climate-friendly investors want assurance that green investments are genuinely green. 
Internationally, the majority of Green Bond issuers use independent review to increase investor confidence in 
the credentials of projects funded by Green Bonds. The Climate Bond Standards Board has a simple 
certification and verification process in place for potential issuers. Using accepted standards when preparing a 
Green Bond for issuance reduces the cost of independent review of the green credentials and improves 
tradeability of Green Bonds. Independent reviews are typically provided by organizations with a strong 
environmental knowledge base that look at: 

• The green credibility of the proposed Green Bond investment categories. 
• The processes established for tracking funds and for reporting. 

(Climate Bond Initiative, 2021) 

Processes and Controls for Use / Management of Proceeds will be managed by the 
independent consultant firms KPMG. 

Design Green Bond Criteria and Project Selection 
Project selection will be based on the Green Bonds Principles and Project Criteria outlined by the World Bank 
and the International Finance Corporation (IFC).  

(External Link Click Here)

(External Link Click Here) 
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The World Bank Green Project Criteria 
• Project selection criteria: how the World Bank defines “Green”. 
• Selecting Projects that are eligible for financing by World Bank Green Bond Processes. 
• Earmarking and allocating World Bank Green Bond proceeds. 
• Monitoring and reporting on impact of supported projects 
• Ensuring compliance  

(The World Bank, 2022) 

International Finance Corporation (IFC) Green Project Criteria 

• Use of Proceeds and Project Evaluation 
• IFC’s Green Bond financed projects and investments 
• Due Diligence  
• Management of Proceeds 
• Reporting 
• Monitoring 
• Portfolio Management  
• Evaluation 
• Accountably  

(International Finance Corporation, 2022) 

Credit Rating and Information Disclosure 
Credit ratings are forward looking opinions about an issuer’s relative creditworthiness. They provide a common and 
transparent global language for investors to form a view on and compare the relative likelihood of whether an issuer 
may repay its debts on time and in full. Credit Ratings are just one of many inputs that investors and other market 
participants can consider as part of their decision-making processes. 

(S&P Global, 2022) 

S&P Global Outlines an 8 Step Process to Obtain a Credit Rating 
1. Contract : The issuer requests a rating and signs an engagement letter. 
2. Pre-Evaluation : We assemble a team of analysts to review pertinent information. 
3. Management Meeting : Analysts meet with management team to review and discuss information. 
4. Analysis : Analysts evaluate information and propose the rating to a rating committee. 
5. Rating Committee : The committee reviews the lead analyst’s rating recommendation then votes on the credit 

rating.  
6. Notification : We generally provide the issuer with a pre-publication rationale for its credit rating for fact-

checking and accuracy purposes. 

(External Link Click Here) 

(External Link Click Here) 

(External Link Click Here) 
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7. Publication : We typically publish a press release announcing the public rating and post the rating on our 
website. 

8. Surveillance of Rated Issuers and Issues : The goal of this surveillance is to keep the rating current by 
identifying issues that may result in either an upgrade or a downgrade. 

(S&P Global, 2022) 

Step 3: Set Up Tracking and Reporting 

Full disclosure on the allocation of proceeds (to provide transparency to the investor) is necessary for a Green 
Bond. The Green Bond Principles recommend that this is included in the use of proceeds section of the legal 
documentation for the bond issuance (Climate Bond Initiative, 2021). 

Key rules: 
• The proceeds from green bonds must be used only for specified projects, so there must be systems in 

place to segregate green bond proceeds and keep track of their use. Issuers that have done this in the 
past have used separate coding for the green bond proceeds and have created special green bond 
allocation codes to help ensure funds are used properly. 

• Monitoring procedures must be set up to make sure proceeds are never knowingly placed in non-green 
investments (such as greenhouse gas intensive projects) throughout the life of the green bond. 

• The nominal value of the pool of assets or projects must stay equal or greater than the amount of the 
bond. An issuer needs to track this and be able to show how they’re tracking; transparency is essential. 

(Climate Bond Initiative, 2021). 

Step 4: Green Bond Issuance and Life Cycle  

Laconic’s approach to issuing green bonds will begin by seeking required issuance approval from regional 
regulators and structuring the bond in through investment banks and advisors in alignment with the green 
bond principles. Laconic proposes to obtain a credit rating from S&P Global and an ESG rating from Vigeo 
Eiris to judge creditworthiness for all climate related bonds (VE Moody's ESG Solution, 2022).  

The green bond issuance process is similar to that of a regular bond, with an added emphasis on governance, 
traceability and transparency designed to increase investors’ confidence in the green credential of the bond, 
and prevent accusations of ‘greenwashing’ to the issuer. Below is a simple outline of a generic green bond 
issuance process, which may be different depending on the jurisdiction (KPMG Life Cycle, 2016). Guidance is 
given below on the steps requiring extra attention from issuers of a green bond compared to a regular bond: 
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Step 5: Monitor Use of Proceeds and Report Annually  

Laconic believes in extreme transparency to maintain its reputation for environmental congruence through 
annual reporting which will be publicly available on the company website. Currently there is not an 
internationally agreed set of standards or definitions for what qualifies as a Green Bond enabling any 
organization to issue a Green Bond with the “Green Bond Principles” being voluntary. This presents the key 
problem in greenwashing accusations due to minimal governance in Green Bond issuance. Laconic will 
mitigate this risk through transparent reporting, extensive project due diligence, and voluntary information 
disclosure for amplifying sustainability. Laconic proposes to arrange for an independent review for an ESG 
rating from Vigeo Eiris to draw up eligibility criteria for Laconic’s green initiatives. Laconic proposes to disclose 
the use of funds annually utilizing Deloitte or comparable auditing firms to verify disclosures (Vigeo Eiris, 
2020).  

(Vigeo Eiris, 2020) 

As a Green Bond issuer, Laconic will provide annual disclosures of properly allocated funds to green projects. This 
confirmation will involves a letter from the company auditor or a letter signed by an authorized officer of the 
company and a report that sets out the environmental impact of the Green Bond, highlighting the main features of 
the Green Bond to investors, shareholders, and other stakeholders. Reports will be publicly available on the Laconic 
website for public viewing. Where possible, reports should also include a report on the environmental impact of 
specific investments, such as the amount of pollutants prevented from entering the air or water, or the total energy 
saved. Subsequent Green Bond issuances will repeat the steps in this framework for identifying green projects and 
assets, the same independent reviewer and the same processes for management of proceeds and reporting. If they 
need to replenish the pool of assets linked to the bond they can look to other qualifying green assets. 

(External Link Click Here) 

ESG Taxonomy (38 ESG Criteria) 

Environmental Social Governance 

ESG Materiality Assessment (Industry Specific Analysis) 

Risk to Share Holders Risk to Companies 

ESG Management Assessment (Company Specific Analysis) 

Leadership Assessment Implementation Assessment Result Assessment 

ESG Scores & Analytics

ESG Overall Scores E-S-G Scores ESG Criteria Scores
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Amplifying Elements  

B Corporation - Why Companies are Transitioning  

The landscape of American corporations is changing. As the 21st century pushes on, there has been an 
increased emphasis on other stakeholder values, particularly social and environmental concerns. This trend in 
corporate governance – which has led to the growth in “triple-bottom line” thinking – has fueled the 
emergence of a new organizational form: the Certified B Corporation (Kim, 2016).  

Certified B Corporations are social enterprises verified by B Lab, a nonprofit organization. B Lab certifies 
companies based on how they create value for non-shareholding stakeholders, such as their employees, the 
local community, and the environment. Once a firm crosses a certain performance threshold on these 
dimensions, it makes amendments to its corporate charter to incorporate the interests of all stakeholders into 
the fiduciary duties of directors and officers. These steps demonstrate that a firm is following a fundamentally 
different governance philosophy than a traditional shareholder-centered corporation (B Corporation, 2022).  

First, as large established firms have ramped up their corporate social responsibility efforts, small businesses 
that have long been committed to social and environmental causes want to prove that they are more 
genuine, authentic advocates of stakeholder benefits. For instance, certifying firms often highlighted how B 
corporation certification would help them stand out “in the midst of a ‘greenwash’ revolution” among large 
companies, and “help consumers sort through the marketing hype to find businesses and products that are 
truly socially and environmentally responsible” (B Corporation, 2022).  

Paris Agreement 

The Paris Agreement is a legally binding international treaty on climate change. It was adopted by 196 Parties at COP 
21 in Paris, on 12 December 2015 and entered into force on 4 November 2016.Its goal is to limit global warming to 
well below 2, preferably to 1.5 degrees Celsius, compared to pre-industrial levels. To achieve this long-term 
temperature goal, countries aim to reach global peaking of greenhouse gas emissions as soon as possible to achieve a 
climate neutral world by mid-century. The Paris Agreement is a landmark in the multilateral climate change process 
because, for the first time, a binding agreement brings all nations into a common cause to undertake ambitious 
efforts to combat climate change and adapt to its effects (United Nations Climate Change, 2022). 

How does the Paris Agreement Work  
• Implementation of the Paris Agreement requires economic and social transformation, based on the best available 

science. The Paris Agreement works on a 5- year cycle of increasingly ambitious climate action carried out by 
countries. By 2020, countries submit their plans for climate action known as nationally determined contributions 
(NDCs). 

Overview Framework Issuance Elements Appendix References

(External Link Click Here) 

Prepared by: Jordan Clayton Page  of  14 23

https://www.bcorporation.net/
https://www.bcorporation.net/en-us/
https://assets.kpmg/content/dam/kpmg/xx/pdf/2018/10/green-bonds-services.pdf


Green Financing Strategy

• NDCs: In their NDCs, countries communicate actions they will take to reduce their Greenhouse Gas emissions in 
order to reach the goals of the Paris Agreement. Countries also communicate in the NDCs actions they will take 
to build resilience to adapt to the impacts of rising temperatures. 

• Long-Term Strategies: To better frame the efforts towards the long-term goal, the Paris Agreement invites 
countries to formulate and submit by 2020 long-term low greenhouse gas emission development strategies (LT-
LEDS). 

• LT-LEDS provide the long-term horizon to the NDCs. Unlike NDCs, they are not mandatory. Nevertheless, they 
place the NDCs into the context of countries’ long-term planning and development priorities, providing a vision 
and direction for future development. 

How are countries supporting one another 
The Paris Agreement provides a framework for financial, technical and capacity building support to those 
countries who need it. 

• Finance: The Paris Agreement reaffirms that developed countries should take the lead in providing 
financial assistance to countries that are less endowed and more vulnerable, while for the first time also 
encouraging voluntary contributions by other Parties. Climate finance is needed for mitigation, because 
large-scale investments are required to significantly reduce emissions. Climate finance is equally 
important for adaptation, as significant financial resources are needed to adapt to the adverse effects and 
reduce the impacts of a changing climate. 

• Technology: The Paris Agreement speaks of the vision of fully realizing technology development and 
transfer for both improving resilience to climate change and reducing GHG emissions. It establishes a 
technology framework to provide overarching guidance to the well-functioning Technology Mechanism. 
The mechanism is accelerating technology development and transfer through its policy and 
implementation arms. 

• Capacity-Building: Not all developing countries have sufficient capacities to deal with many of the 
challenges brought by climate change. As a result, the Paris Agreement places great emphasis on climate-
related capacity-building for developing countries and requests all developed countries to enhance 
support for capacity-building actions in developing countries. 

(United Nations Climate Change, 2022) 

(Reference Appendix 3 for GBP Project Categories and Environmental Objectives) 

Carbon Credits 

What is a Carbon Credit 
A carbon credit is a tradable permit or certificate that provides the holder of the credit the right to emit one ton of 
carbon dioxide or an equivalent of another greenhouse gas – it’s essentially an offset for producers of such gases. The 
main goal for the creation of carbon credits is the reduction of emissions of carbon dioxide and other greenhouse 
gases from industrial activities to reduce the effects of global warming. Carbon credits are market mechanisms for the 
minimization of greenhouse gases emission. Governments or regulatory authorities set the caps on greenhouse gas 
emissions. For some companies, the immediate reduction of the emission is not economically viable. Therefore, they 
can purchase carbon credits to comply with the emission cap. Companies that achieve the carbon offsets (reducing 
the emissions of greenhouse gases) are usually rewarded with additional carbon credits. The sale of credit surpluses 
may be used to subsidize future projects for the reduction of emissions. The introduction of such credits was ratified 
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in the Kyoto Protocol. The Paris Agreement validates the application of carbon credits and sets the provisions for the 
further facilitation of the carbon credits markets (Carbon Credits, 2022). 

Types of Carbon Credits 
• Voluntary emissions reduction (VER):  A carbon offset that is exchanged in the over-the-counter or voluntary 

market for credits. 
• Certified emissions reduction (CER): Emission units (or credits) created through a regulatory framework with 

the purpose of offsetting a project’s emissions. The main difference between the two is that there is a third-
party certifying body that regulates the CER as opposed to the VER. 

Trading Carbon Credits 
Carbon credits can be traded on both private and public markets. Current rules of trading allow the international 
transfer of credits. The prices of credits are primarily driven by the levels of supply and demand in the markets. Due to 
the differences in the supply and demand in different countries, the prices of the credits fluctuate. Although carbon 
credits are beneficial to society, it is not easy for an average investor to start using them as investment vehicles. The 
certified emissions reductions (CERs) are the only product that can be used as investments in the credits. However, 
CERs are sold by special carbon funds established by large financial institutions. The carbon funds provide small 
investors with the opportunity to enter the market. There are special exchanges that specialize in the trading of the 
credits, including the European Climate Exchange, the NASDAQ OMX Commodities Europe exchange, and the 
European Energy Exchange (Carbon Credits, 2022). 
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COP26 Carbon Market Deal (2021)  

Nations strike deal on international carbon markets at Glasgow summit 
Negotiators from almost 200 governments have reached a final deal on the rules governing the international 
trade of emissions reduction units after six years of haggling that had held up the Paris Agreement rulebook. 
Representatives struck a final deal on Article 6 of the 2015 Paris Agreement at the UN Climate Change 
Conference Nov.  as part of the Glasgow Climate Pact, in a move that is likely to unlock billions of dollars of 
investment in carbon reduction projects around the world. Kelley Kizzier, the Vice President for Global 
Climate at US-based Non-Governmental Group Environmental Defense Fund stated "The agreed Article 6 
rules give countries the tools they need for environmental integrity, to avoid double counting and ultimately 
to clear a path to get private capital flowing to developing countries,” and "The carbon market rules allow 
countries to focus their efforts on ambitious implementation of their emissions-cutting targets," she said in a 
statement Nov,13 (Watson, 2021). 

Agreement on Article 6 was critical because it was holding back agreement on the wider rulebook that sets 
out how the Paris Agreement will operate. The decisions made at the COP26 summit in Glasgow provide the 
tools needed for a robust, transparent and accountable carbon market, allowing governments to trade 
emissions reductions to provide flexibility in how they meet their national climate goals, according to EDF. 
"The decision eliminates double counting for compliance markets and establishes a strong framework to 
ensure appropriate accounting for voluntary carbon markets that also supports emissions reductions in 
countries hosting carbon market activities," said Kizzier (Watson, 2021). 

Share of Proceeds 
The final Article 6 text also included agreement on the so-called Share of Proceeds - a fixed tariff on emissions 
trading that aims to generate funding for climate adaptation in developing countries. Negotiators agreed this 
will be set at 5% of all emissions reductions created under Article 6.4 of the Paris Agreement, levied at the 
point of issuance. However, in order to find overall agreement, negotiators had to reach a compromise in 
which the share of proceeds would only apply to the trade of voluntary emissions credits, but not on national 
transfers under Article 6.2."Instead, countries using Article 6.2 are encouraged to contribute to the 
Adaptation Fund," IETA said. The rules also included a measure that would cancel 2% of all emissions 
reduction units generated under Article 6.4 - a move that aims to ensure an overall mitigation in global 
emissions. This would work by cancelling units from an emissions registry and ensuring they could not be 
transferred or used for any purpose. Recent increases in climate ambition from governments have supported 
carbon prices worldwide. "In the lead-up to COP26, carbon markets surged in many jurisdictions, as 
businesses contemplated the enhanced ambitions of many countries," IETA said. "This included growth in 
every carbon market in 2021, with a near doubling of voluntary market transactions and the launch of 
China's national ETS. Markets in Europe, California, Quebec, New Zealand, Australia and RGGI have seen 
record prices in the past month," the group said (Watson, 2021). 
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Appendix   

Appendix 1: Sustainable Development Goals High Level Mapping Descriptions 

Overview Framework Issuance Elements Appendix References

SDG SDG DESCRIPRTIONS 

• 6.1: Achieve universal and equitable access to safe and affordable drinking water for all. 

• 6.3: Improve water quality by reducing pollution, eliminating dumping and minimizing release of hazardous chemicals and 
materials, halving the proportion of untreated wastewater and substantially increasing recycling and safe reuse globally 

• 6.4: Substantially increase water-use efficiency across all sectors and ensure sustainable withdrawals and supply of freshwater to 
address water scarcity and substantially reduce the number of people suffering from water scarcity 

• 6.6: By 2020, protect and restore water-related ecosystems, including mountains, forests, wetlands, rivers, aquifers and lakes

• 7.1: Ensure universal access to affordable, reliable and modern energy services 

• 7.2: Increase substantially the share of renewable energy in the global energy mix 

• 7.3 Double the global rate of improvement in energy efficiency 

• 7.a: Enhance international cooperation to facilitate access to clean energy research and technology, including renewable energy, 
energy efficiency and advanced and cleaner fossil-fuel technology, and promote investment in energy infrastructure and clean 
energy technology 

• 7.b: Expand infrastructure and upgrade technology for supplying modern and sustainable energy services for all in developing 
countries, in particular least developed countries, small island developing States, and land-locked developing countries, in 
accordance with their respective programs of support

• 8.2: Achieve higher levels of economic productivity through diversification, technological upgrading and innovation, including 
through a focus on high-value added and labour-intensive sectors 

• 8.3: Promote development-oriented policies that support productive activities, decent job creation, entrepreneurship, creativity and 
innovation, and encourage the formalization and growth of micro-, small- and medium-sized enterprises, including through access 
to financial services

• 9.4: Devise and implement policies to promote sustainable tourism that creates jobs and promotes local culture and products

• 11.6: educe the adverse per capita environmental impact of cities, including by paying special attention to air quality and municipal 
and other waste management

• 12.2: Achieve the sustainable management and efficient use of natural resources 

• 12.5: Substantially reduce waste generation through prevention, reduction, recycling and reuse 

• 12.8: Ensure that people everywhere have the relevant information and awareness for sustainable development and lifestyles in 
harmony with nature 

• 12.a: Support developing countries to strengthen their scientific and technological capacity to move towards more sustainable 
patterns of consumption and production

• 15.1: Ensure the conservation, restoration and sustainable use of terrestrial and inland freshwater ecosystems and their services, in 
particular forests, wetlands, mountains and drylands, in line with obligations under international agreements 

• 15.5: Take urgent and significant action to reduce the degradation of natural habitats, halt the loss of biodiversity and, by 2020, 
protect and prevent the extinction of threatened species

• 17.7: Promote the development, transfer, dissemination and diffusion of environmentally sound technologies to developing 
countries on favorable terms, including on concessional and preferential terms, as mutually agreed
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Appendix 2: Qualifying Green Assets 

(IRENA Green Bonds, 2020) 
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Appendix 3: Mapping of the GBP Project Categories to GBP Environmental 

Objectives 

(IRENA Green Bonds, 2020) 
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