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We support increased transparency on green bonds and the development of a common language 
on green to facilitate increased flows of green finance. The current green bond market is 
characterized by the best practice of following the Green Bond Principles (GBP), which fosters a 
dialogue on green between financial and environmental experts within issuing, underwriting, and 
investing institutions. The market is characterized by a lack of supply of green bonds to meet investor 
demand. A major barrier to market entry is concern about transactions costs weighed against 
possible returns from a green bond issuance. To address this, transaction costs including external 
reviews should be kept to a minimum, while at the same time protecting against greenwashing.  

The EU Green Bond Standard (GBS) could build on the GBP with simple, flexible green criteria and 
exclusions to avoid locking-in fossil fuel use. A further focus on transparency and comparable impact 
reporting could keep external review costs relatively low. Such an enhanced version of the GBP at the 
EU level could then also be compatible with the GBP as best practice used today in the global market.  

We have some concerns about the design of the Green Bond Standard grounded in the taxonomy 
that may make it difficult to follow up in practice for many market participants. While the 
underlying taxonomy discussion has been taken separately during the public comment period, it is 
difficult to comment on the Green Bond Standard (GBS) without an understanding of the implications 
of the taxonomy on which it is based. The binary green taxonomy does not support full climate risk 
disclosure as stipulated by other aspects of the Sustainable Finance Action Plan and the Task Force 
on Climate-Related Financial Disclosures. Climate risk is a relative measure of probability, 
vulnerability and exposure to climate change-related impacts and market changes, which is not 
reflected in a check box for green activities. 

Separate silos for mitigation and adaptation do not support the best examples of low carbon and 
climate resilient infrastructure projects that are funded by proceeds in the green bond market today. 
For example, a green building project would need to be reviewed according to the thresholds and 
criteria in several different NACE codes across the mitigation and adaptation taxonomy silos. Some of 
the best green buildings we have seen include energy efficiency targets, sustainable material use, 
emission reductions during the construction phase, and resiliency features like flood planning. For 
external reviewers, instead of treating the project category as a whole and reviewing for climate risk, 
we would need to separately assess against different thresholds and criteria in both the mitigation 
and adaptation taxonomies, which would increase our review costs. As an issuer, it would be easier 
for the green building projects to simply check the box on ‘doing no harm’ to adaptation (presumably 
this would mean avoiding maladaptation), then to finance good green building planning that is both 
low carbon and climate resilient.  

Further, it is unclear how the voluntary EU GBS would interact with the GBP that governs the market 
globally today. What impact will the EU GBS have on non-EU issuers that follow the GBP? What 
impact will it have on existing issuers that have already produced frameworks in alignment with the 
GBP but may not be in compliance with the EU GBS? 

 



   
  

 

Determining compliance with the GBS based on the underlying draft taxonomy will increase the 
cost of external reviews. In addition to reviewing a green bond against our own Shades of Green 
methodology, we would need to also check for compliance with the taxonomy. It is difficult to know 
how much this would increase our level of effort, but it could increase our costs by as much as 50% 
or more over our current levels. For some sectors, this involves considering avoided emissions 
calculated from a baseline, where both the baseline methodology and the emission reductions 
methodology need to be well understood. For other sectors, this involves calculating an emissions 
factor that may not be calculated from some pure play issuers. In addition some framework project 
categories such as green buildings may have aspects that fall across several different NACE codes, 
requiring multiple threshold analyses (e.g. a green building would need to comply with the mitigation 
building category whereas the building materials would need to comply under different categories, 
and the building’s resiliency measures to climate change would need to comply under the adaptation 
categories). Interpreting from the current draft taxonomy, we estimate this would mean additional 
hours/days of work for each sector above and beyond our current methodology. An alternative 
approach would be to develop criteria based on project categories that map to what is seen in the 
market and in the GBP. The flexibility on ‘exceptional cases’ is a safety valve that makes sense given 
the rigid framework of the taxonomy, but also adds vagueness due to the convoluted criteria for such 
exceptions. 

Accreditation for external reviewers should be based on the environmental expertise necessary to 
perform the specific type of review. We were pleased to be a contributor to the GBP Guidelines for 
External Reviewers and are prepared to meet any new requirements in relation to the GBS. We think 
accreditation should focus on environmental expertise, in addition to independence. Criteria for ex-
ante review of methods to calculate impacts and ex-poste review of impacts will require different 
competences. The GBS should clarify the different roles of various types of external reviewers (e.g. 
ex-post and ex-ante reviews, verifiers, ratings, standards, and audits of financial flows), consistent 
with the GBP. It is not clear that ESMA is the best placed to assess environmental expertise. An 
oversight committee for accreditation that aims to keep the cost of becoming an accredited entity 
low would be a more practical solution. 

We are also wondering about the consideration of ILO in the GBS – we had thought that social 
considerations would be considered at a later stage, and accreditation should focus on 
environmental expertise. If this is also a social bond standard, then why are only ILO conventions 
considered, and no other social criteria?  

 


