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Foreword for the Green Bond Guidelines 2020 and Green Loan and Sustainability 
Linked Loan Guidelines 2020 

 
Approximately three years has passed since the publication of the "Green Bond Guidelines 2017" in 2017, 

and the total amount of issuance in Japan's green bond market has greatly expanded since its inception, to 
approximately 820 billion yen in 2019. 

In the meantime, however, the environmental problems surrounding us are becoming increasingly 
serious. In Japan, flooding and landslides have been of frequent occurrences due to heavy rains and other 
events in various parts of the country, causing significant damage. There are concerns over the increasing 
frequency and extremity of water-related disasters caused by increased rainfall and rising sea levels due to 
climate change. Severe marine pollution from plastic waste has also become apparent. Australia is 
experiencing large-scale and severe forest fires due to climate change. The top five global risks identified in 
the Global Risk Report 2020 prepared by the Global Economic Forum that are likely to occur in the next 
decade were all environmental issues; extreme weather, failure of climate change mitigation and adaptation, 
large-scale natural disasters, large-scale biodiversity loss and ecosystem collapse, and human-made 
environmental disasters. 

The global situation surrounding sustainable finance is undergoing major changes amid the 
materialization of risks and increased awareness of crises associated with climate change and planetary 
boundaries. Beyond increasing global ESG investments and issuance of green bonds, there has been an 
accelerating trend toward climate-related financial disclosures since the delivery of the final 
recommendations of the Task Force on Climate-related Financial Disclosures (TCFD). In addition, the 
Network for Greening the Financial System (NGFS) has begun to work on the climate change risks, and 
interest in climate change is increasing among central banks and supervisors. In the EU, policy 
implementation is progressing based on the Action Plan on Sustainable Finance, including the 
development of an EU Green Bond Standard and an EU Taxonomy. Developments surrounding transition 
finance have also begun. In addition, Positive Impact Finance, which generates environmental and social 
impacts, is being promoted for the creation of a sustainable society and economy. 

Amid the progress of these various measures, attention is increasing on green bonds as  green bonds can 
have a clear impact on the environment by supporting companies that are making reliable green investment 
proposals. In the Sustainable and Responsible Investment Guide for Central Bank’s Portfolio Management 
(released by NGFS in October 2019), green bond investment was cited as the most well-known responsible 
investment strategy by central banks. The Bank for International Settlements (BIS) launched the Green 
Bond Initiative and established the Green Bond Fund for central banks in September 2019. ICMA has also 
revised its Green Bond Principles as appropriate and published a supplementary Guidance Handbook. 

The publication of the Green Loan Principles in 2018 has also raised interest in Green Loans. Green 
Loans are loans for financing projects with environmental benefits, and by aligning the basic framework 
with green bonds, it is expected that seamless financing for green projects will become active. 
Furthermore, the Sustainability Linked Loan Principles were released in 2019, increasing the number of 
cases of Sustainability Linked Loans. Considering that the ratio of indirect financing is high in Japan and 
that it is financial institutions that are working directly with and providing funds to local SMEs, Green 
Loans and Sustainability Linked Loans have a major role to play in creating a sustainable society that has 
realized the SDGs. 

These Guidelines have been revised and developed in light of these developments, including the 
revision of the Green Bond Principles (GBP) and the publication of the Guidance Handbook. In this 
revision and development, consistency with the Green Bond Principles, Green Loan Principles, and 
Sustainability Linked Loan Principles have been taken into consideration, and content is in line with 



2  

international trends. In addition, the concept of sustainability bonds have been explained, and examples 
based on issuance cases in Japan have been enhanced. 

As noted above, the crisis associated with climate change and planetary boundaries require immediate 
action. For the transition to a decarbonized society and the realization of a sustainable society that 
embodies the SDGs, it is absolutely necessary for market participants, including issuers and borrowers, 
investors and financial institutions, intermediaries, and service providers, to mainstream the consideration 
of ESG factors. We strongly hope Japan will make further progress in ESG finance initiatives in all asset 
classes, not limited to Green Bonds, Green Loans, or Sustainability Linked Loans, and that Japan will 
truly become a big power in ESG finance. 
 
Foreword for the Green Bond Guidelines 2017 

Currently, the world faces a variety of environmental issues that can threaten the survival of the human 
species and the sustainability of economic activities. According to the fifth Assessment Report of the 
Intergovernmental Panel on Climate Change (IPCC) published from 2013 to 2014, there is no doubt about 
global warming, and extensive, serious risks are expected to affect human society from the temperature 
rise with the concomitant negative impact on the availability of food and water and extreme weather 
events. All human activities are based on the favorable global environment, and economic activities, 
including finance, are no exception. On the other hand, the economic activities have risks such as CO2 
emissions that could damage the favorable global environment. In light of these conditions, the Paris 
Agreement, the first legally binding consensus on climate change in 18 years since the Kyoto Protocol, 
was adopted at COP 21 on December 12, 2015, in Paris, France. The Paris Agreement brought all nations 
into common cause for the first time as an international agreement to undertake ambitious efforts to 
combat climate change by setting the targets of holding the increase in the global average temperature to 
well below 2°C above pre-industrial levels, pursuing efforts to limit the temperature increase to 1.5°C 
above preindustrial levels, and making finance flows consistent with a pathway towards low greenhouse 
gas emissions and climate-resilient development, etc. 

Since the favorable global environment connotes limited resources, we must not exhaust them only by 
the current generation. Our responsibility is to pass on the favorable global environment on which 
prosperity equal to current levels can be built to future generations. The 2°C target of the Paris Agreement 
embodies our efforts to fulfill this responsibility.  

However, the achievement of the 2°C target requires substantial capital. According to estimates by the 
International Energy Agency (IEA), an additional investment of US$9 trillion is required from 2016 to 
2050 to decarbonize the power sector as part of the effort to achieve the 2°C target. Moreover, in order to 
achieve the energy efficiency targets in the building, manufacturing, and transportation sectors during the 
period from 2016 to 2050, an additional investment of US$3 trillion is required. Financing all those 
investment needs with public funds is not realistic, however. A more efficient way of securing capital is to 
draw on market dynamics and introducing private funds is essential. Therefore, charting a pathway for 
domestic and overseas private funds, including Japan's household financial assets of over 1,700 trillion 
yen, is critical for such investment opportunities. 

As finance, the lifeblood of the economy, has great influence over the direction of the economy and 
society, the basic responsibility of the financial market participants is to contribute to the maintenance of 
the favorable global environment by creating such financial flows. Furthermore, the funds in the financial 
market are directly or indirectly entrusted to market participants from a variety of citizens originally. 
Therefore, the essential role of fiduciaries is not only executing their legal fiduciary duty but also using the 
funds for the creation of a safe and secure future society for the citizens. Moreover, in the situation where 
finite nature of the global environment have become a realistic issue, protecting the favorable global 



3  

environment means to protect the foundation of economic activities, which has medium and long-term 
implications on the survival of finance itself. Along with global decarbonization efforts, the technologies, 
products, and services required for decarbonization are to be considered to create variety of business 
opportunities. Therefore, accommodating investment demand in the markets that appear to grow is 
important for the financial market participants. 

Green Bonds are bonds where the proceeds are invested exclusively in projects that offer environmental 
benefits (Green Projects). The bonds explicitly create a flow of funds toward Green Projects by combining 
the efforts of issuers and investors and are expected to become one of the pathways where financial market 
participants can fulfill their basic responsibilities for the maintenance of the favorable global environment, 
while at the same time pursuing investment opportunities. In fact, after the publication of the Green Bond 
Principles (GBP) in 2014, Green Bond issuances and investments have increased significantly overseas. 
While paying our highest respect to people who have developed and supported the Green Bond market, it 
is expected that the variety of the financial market participants to continue actively promoting the issuance 
and investment in Green Bonds in the future. 

In addition, Green Bonds may help to attract people who have not been interested in investments in 
conventional bonds. For example, if a local government or a local company issues a Green Bond for Green 
Projects in the local community, it may create a new flow of funds that circulate within the community. 
Investing local funds in projects to conserve the natural environment of the community will contribute to 
regional revitalization through creating employment in renewable energy projects, regional activation by 
the maintenance and development of tourism and the creation of disaster-resistant communities.  

We made this Green Bond Guidelines aiming to raise the visibility of Green Bonds and expand Green 
Bond issuance and investment within Japan in line with the global development of the Green Bond 
market. When developing the Guidelines, we considered the consistency with Green Bond Principles, 
which is widely accepted in the world.by issuing and investing in Green Bonds by broad market 
participants under this Guidelines, it is expected that private funds will be appropriately invested in the 
projects that contribute to the conservation of the global environment. We sincerely hope that such efforts 
will ensure that environmental consideration will be embedded in every decision-making process not only 
related to bonds but also to all finance activities so that a sustainable society will be achieved through 
market mechanisms. 
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Background to the Development of the Guidelines 
 

From October 2016 to March 2017, the Green Bond Review Committee (hereinafter referred to as the 
"Review Committee") met four times, where scholars and practitioner in Green Bonds discussed the details 
of the Guidelines based on the following three basic approaches:  

(i) Due consideration should be given to consistency with Green Bond Principles, which is widely 
accepted in the world; 

(ii) The Guidelines should reflect the immature market situation in Japan, where Green Bond 
issuance and investment have not been actively implemented (including lowering costs and the 
clerical load); 

(iii) In an effort to ensure the safety of investments in Green Bonds by domestic and overseas 
investors, The Guidelines should prevent “green-wash” bonds (bonds labelled as “green” 
despite the fact that they have no environmental benefits, or that their proceeds have not been 
appropriately allocated to Green Projects) from being issued and invested in. 

In December 2016, a Green Bond opinion exchange meeting was held with Review Committee 
members and European and American financial market participants well-versed in the Green Bond 
Principles to exchange views on the Guidelines. In February 2017, a Third-Party Committee on Green 
Bond Guidelines (provisional name) met to allow an examination of the Guidelines by independent third 
parties who had no direct stake in the Guidelines. From Thursday, January 26 to Tuesday, February 14, 
2017, public comments regarding the Guidelines were invited, which were later reviewed and discussed 
(as appropriate) by the Review Commission. Based on these discussions, the Guidelines were developed 
by the Ministry of the Environment of Japan. 

 

Revision of Green Bond Guidelines 2020 and Formulation of Green Loan and 
Sustainability Linked Loan Guidelines 2020 

The "Review Committee on Green Bonds" (hereinafter referred to as the "Second Review Committee") 
was held three times between July 2019 and February 2020. Academics and practitioners related to Green 
Bonds discussed the content of the Guidelines among other related matters while taking into account three 
basic concepts adopted at the First Review Committee. 

In August 2019, a Green Bond Dialogue was held to exchange views on the content of the Guidelines 
and other related issues between the members of the Review Committee and market participants with 
expertise on the Green Bond Principles, the Green Loan Principles, and the Sustainability Linked Loan 
Principles. 

Public comments were accepted between Thursday, December 12, 2019, and Friday, January 10, 2020, 
and called for a wide range of opinions on the content of the Guidelines. In addition, opinions were also 
sought from relevant overseas organizations regarding the contents of these guidelines. These opinions 
were reviewed at the Review Committee and were reflected in the discussions of the Review Board as 
appropriate. 

Based on these discussions, the Guidelines were developed by the Ministry of the Environment of 
Japan. 
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Disclaimer 
The Green Bond Guidelines (hereinafter “the Guidelines”) are legally non-binding and no 

legal penalties will be imposed even if a certain action does not comply with the elements 
(including elements described with the word “should”) described in the Guidelines. However, 
it is necessary to note that if a certain action infringes upon any laws or regulations, legal 
penalties may be imposed based on these laws or regulations, even though the action 
complies with the elements described in the Guidelines. 

The Guidelines do not constitute advice on decisions regarding investments in individuals, 
other securities, or financial matters, or recommendations to purchase, sell, or hold specific 
Green Bonds or other securities. 

The Guidelines do not guarantee that the projects to which proceeds from specific Green 
Bonds are allocated will produce the intended environmental benefits, and assume no 
responsibility whether the projects realize their environmental benefits or not. 

People who issue, purchase, sell, or hold specific Green Bonds or other securities shall do 
so at their own risk. 

The Ministry of the Environment of Japan will not be liable in any way for any loss, 
damage, or expense of any kind incurred as a result of or in connection with the use of the 
information presented in the Guidelines, including any modifications or abolition of the 
Guidelines. 
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Chapter 1 Introduction 
1. Purpose of the Guidelines 

In December 2015, the Paris Agreement, an international agreement regarding climate change, was 
adopted at the COP 211 held in Paris, France. In this agreement, global long-term targets were set to 
maintain any increase in the global average temperature to well below 2°C and to pursue efforts to limit 
the global average temperature to 1.5°C above pre-industrial levels. According to ‘The Special Report: 
Global Warming of 1.5°C’ adopted at the IPCC2 Session in October 2018, human activity derived CO2 

emissions must reach net zero by around 2050 to limit global warming to 1.5°C. To address the long-
term substantial reduction in greenhouse gas emissions in Japan and to achieve this 2°C target, it is 
necessary to mobilize large amounts of private investments towards Green Projects such as renewable 
energy projects. 

Furthermore, the “2030 Agenda for Sustainable Development” adopted at the United Nations 
Sustainable Development Summit held in September 2015 in New York, sets out the Sustainable 
Development Goals (SDGs), which include the conservation of oceanic and terrestrial ecosystems. This 
has led to increased expectations for the role of private investments in projects that prevent the 
deterioration of natural resources and support other environmental causes. 

In addition, IPBES3 published a global assessment report on biodiversity and ecosystem services in 
May 2019 and the Biodiversity Charter adopted at the G7 Biarritz Summit held in August 2019 in 
France resolved to make efforts to mobilize public and private funds towards the conservation and 
sustainable use of biodiversity. 

Moreover, the Osaka Blue Ocean Vision was shared at the G20 Osaka Summit in June 2019 in Osaka, 
Japan, as the world’s universal vision. While recognizing the important role plastics play in society, the 
Vision aims to eliminate any additional contamination of the ocean with plastic waste by 2050 through 
a comprehensive lifecycle approach including the reduction of the outflow of mismanaged plastic 
waste, based on improved waste management and innovative solutions. The importance of private funds 
is growing in these initiatives as well. 

In recent years, the issuance of Green Bonds, bonds issued by organizations including corporations 
and local governments to raise funds for Green Projects4, and investments in these bonds have 
significantly increased at an international level. Green Bonds are becoming an effective tool to raise 
funds for Green Projects, such as which contribute to the reduction of greenhouse gas (GHG) emissions 
and the prevention of natural capital deterioration. This trend became noticeable after the establishment 
of the Green Bond Principles (GBP) with the support of the International Capital Market Association 
(ICMA) in January 2014. Green Bond issuances and investments started to be seen in Japan as well. 
The spread of Green Bonds in Japan, however, is underrepresented in comparison with other countries 
and also given the needs to introduce large amounts of private funds to achieve the afore-mentioned 
international goals. 

In light of the above, these “Green Bond Guidelines” (hereinafter “the Guidelines”) have been 
developed to increase Green Bond issuances and investments in Japan. To maintain the credibility of the 
green characteristics of Green Bonds, the Guidelines seek to prevent “green washed” bonds (bonds 
labeled as “green” despite having no environmental benefits or whose proceeds5 have not been 
appropriately allocated to Green Projects) from being issued and invested in. 

                            
1The 21st Conference of the Parties to the United Nations Framework Convention on Climate Change 
2 Intergovernmental Panel on Climate Change 
3 Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services 
4“Green Bonds” not only includes bonds but also securitized bonds described on page 13 in this Guidelines 
5“Proceeds” in the Guidelines means the “net proceeds” after issuance fees have been deducted. 
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The Guidelines, in accordance with the GBP, which are widely accepted in international Green Bond 
markets, seek to provide issuers, investors, and other market participants with illustrative examples of 
specific approaches and interpretations tailored to Japan’s bond market to aid with decision-making 
regarding Green Bonds. The Guidelines will both establish the credibility of the green characteristics of 
Green Bonds and alleviate the costs and administrative burdens for issuers, thereby spurring Green 
Bond issuances and investments in Japan. 

 
2. Basic Concepts of the Guidelines 

The Green Bond market is to be developed through interactions based on sufficient information 
between issuers who want to raise funds, clearly declaring that they will allocate the proceeds only to 
Green Projects, and investors who want to invest in Green Projects of their choice. The final decision on 
how to evaluate the appropriateness of the issuers' approaches to Green Bonds and whether Green 
Bonds are invested in, would be left to the market participants. 

If the expected elements of Green Bonds are clarified in the Guidelines, it will form the foundation 
for interactions between the issuers and investors as well as the tool for assuring stakeholders that the 
Green Bond proceeds will be used for Green Projects. 

Additionally, it is important for issuers and investors that the credibility of the green characteristics of 
Green Bonds is maintained within the market and society. In particular, preventing green washed bonds 
from being issued and invested in is imperative for the protection of Green Bond investors. 

Based on the above, the Guidelines have been developed according to the internationally accepted 
GBP (as of June 2018). The Guidelines recognize that a Green Bond should be aligned with four 
components: (1) Use of proceeds, (2) Process for Project Evaluation and Selection, (3) Management of 
Proceeds, and (4) Reporting, so that those bonds displaying all elements described above may be 
internationally accepted as Green Bonds.6 

Issuers, investors, and other market participants may have different perspectives regarding certain 
matters; hence, it is important to establish a mechanism in which issuers disclose information relevant 
to their Green Bonds in an easily understandable way. investors or other market participants will 
consequently evaluate the appropriateness of the issuers’ approaches to Green Bonds using the 
information disclosed by the issuers, and all participants, including the issuers and the investors, can 
take advantage of the knowledge accumulated through these interactions between participants, rather 
than filter out specific Green Bond approaches from the market, unless these approaches are obviously 
inappropriate. By establishing this mechanism, market discipline can be exercised to avoid 
greenwashing while securing the diversity of issuers’ approaches. 

It should be noted that international efforts are being made to classify environmentally sustainable 
economic activities in order to specify the eligible recipients of investments and loans in sustainable 
finance7. This classification could function as an additional reference document regarding issuers who, 
for instance, wish to issue bonds in a bond market in the region that takes part in such efforts and will 
help investors identify eligible Green Projects. 

Progress in these international efforts must be closely monitored also from the perspective of how 
Green Bond proceeds should be used in Japan. 

 

                            
6However, it is necessary to keep in mind that an individual Green Bond is to be evaluated and selected by each investors and 
other related participants based on their own ways of thinking. 
7The EU has developed sustainable taxonomy to clarify economic activities that are environmentally sustainable. [Possible to 
include link https://ec.europa.eu/info/publications/sustainable-finance-teg-taxonomy_en ] 
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Chapter 4 describes expectation towards investors. 
It should be noted that the Guidelines are legally non-binding. No legal penalties will be imposed if a 

certain action does not comply with the elements described in the Guidelines (including elements 
described with the word “should”). However, it is necessary to note that, if a certain action infringes 
upon any laws and regulations, legal penalties may be imposed based on these laws and regulations, 
even if the action complies with the elements described in the Guidelines. 

 
 
Chapter 2 Overview of Green Bonds 
1. What are Green Bonds? 

Green Bonds are bonds issued by companies, local governments, or other organizations to raise funds 
for domestic and overseas Green Projects. Specifically, these bonds have the following features: (i) 
proceeds are allocated exclusively to Green Projects, (ii) proceeds are tracked and managed in a reliable 
manner, and (iii) transparency is ensured by reporting after the issuance of the bonds. 

The issuers of Green Bonds include: (i) corporations that raise funds for Green Projects (including 
Special Purpose Companies (“SPCs”)10 that only handle Green Projects), (ii) financial institutions that 
raise investment funds and loans for Green Projects, and (iii) local governments that raise funds for 
Green Projects. 

Investors in Green Bonds include: (i) institutional investors, such as pension funds and insurance 
companies that commit to ESG (environmental, social, and governance) investments; (ii) investment 
managers entrusted with the management of ESG investments, and (iii) individual investors who focus 
on the use of the proceeds. 

Currently, the GBP list the following four types of Green Bonds, which vary by redemption resources 
and other characteristics.  

Standard Green Use of 
Proceeds Bond 

This bond is issued to raise funds for Green Projects. It constitutes recourse-to-the-issuer 
debt and its redemption does not depend on the cash flows of specific Green Projects. 

Green Revenue Bond 
 

This bond is issued to raise funds for Green Projects. It is a non-recourse-to-the-issuer 
debt and its redemption depends on the cash flows of public Green Projects such as use fees 
and special taxes on public facilities linked to Green Projects. 

For example, bonds whose proceeds are allocated to the development and operation of 
waste treatment sites by extra-governmental organizations and whose redemption is only 
possible via the revenue from the projects. 

Green Project Bond 
 

This bond is issued to raise funds for Green Projects. It is a project bond and its 
redemption depends on the cash flows of a single or multiple Green Projects. 

For example, the bonds in this category are issued by SPCs that exclusively engage in 
renewable energy generation projects whose proceeds are allocated to develop and operate 
facilities, and so on, and can be redeemed only by the revenue from the projects. 

Green Securitized Bond 
 

The bonds in this category usually have more than one asset linked to Green Projects 
(including loan claims, lease claims, and trust beneficiary rights) that are used as collateral 
and are redeemed using the cash flows from these assets. 

For example, ABS (Asset Backed Securities), backed by assets like loan claims linked to 
solar panels, energy efficient appliances, equipment, houses, and low-emissions vehicles, 
such as electric vehicles and hydrogen vehicles, belong to this category. 

 
  

                            
10 A SPC (Special Purpose Company) is a corporation established for the limited purpose of acquisition of and financing backed 
by specific assets (real estate, bonds). 



17 
 

2. Benefits of Green Bonds 

(i) Benefits of Issuance 
For issuers, the benefits of issuing Green Bonds include the following: 

1) Enhancing sustainability management 
Working on Green Bonds can lead to the development of, or build on the initiatives already 

undertaken on, governance, strategy and risk management structures as well as increase internal 
awareness related to sustainability within an organization such as companies. This also helps 
satisfy the ESG information disclosure requirement placed by the Task Force on Climate-related 
Financial Disclosures (TCFD)11 and others. Furthermore, it will improve the medium- and long-
term ESG assessment of issuers, which will in turn help raise their corporate value. 

2) Acquisition of public acceptance and realization of reputational gains by demonstrating 
willingness to promote Green Projects 

ince the investment destination for Green Bond proceeds is limited to Green Projects, if issuers, 
such as companies or local governments, issue Green Bonds, the proceeds are allocated to Green 
Projects, thereby promoting them. Furthermore, the ‘check function’ exercised by the bond market 
will ensure a highly transparent Green Bond framework and subsequent reporting. Therefore, 
issuers can demonstrate that they are actively promoting Green Projects by issuing Green Bonds, 
which could possibly earn them public acceptance. 

3) Reinforcement of the funding base by building relationships with new investors 
The diversification of financing instruments is an effective means for issuers to reinforce their 

funding bases. Issuing a Green Bond offers issuers the opportunity to consolidate their funding 
base by building relationships with new investors, who value investment destinations that help to 
solve environmental problems such as global warming. 

4) Possibility of raising funds on relatively favorable terms 
For companies that have not built solid relationships with financial institutions, such as 

emerging renewable energy companies, it may not be possible to obtain loans with advantageous 
terms. In such cases, a company issuing Green Bonds (Green Project Bonds) or similar instruments 
that use cash flow generated from renewable energy or other comparable projects it operates with 
strong business viability to repay interest and redeem bonds may be able to raise funds on 
relatively favorable terms from investors who are well versed in evaluating the feasibility of such 
businesses. 

 
(ii) Benefits of Investment 

The benefits for investors investing in Green Bonds are as follows: 

1) Serving as ESG investments 
Some institutional investors are committed to a certain scale of ESG investment. For these 

investors, Green Bonds are investment instruments which have a highly transparent framework on 
green characteristics in accordance with market practices, clearly match their commitment, and 
provide a stable cash flow unless the issuer defaults on them. Moreover, other investors without 

                            
11 The TCFD (Task Force on Climate-related Financial Disclosure) was established by the FSB (Financial Stability Board). The 
final recommendations, presented in June 2017, encourage companies and investors to conduct climate-related financial 
disclosures for the appropriate assessment of climate related risks and opportunities and their financial implications for 
appropriate investment decisions.  
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such commitments can show that they actively invest in Green Bonds, support Green Projects, and 
thereby gain public acceptance while obtaining stable cash flows unless issuers default on the debt. 

2) Achieving both investment returns and environmental and other benefits 
By investing in Green Bonds, investors can support the realization of the environmental benefits 

(listed below in (iii)) that contribute to creating a sustainable society while simultaneously gaining 
returns on their bond investments. 

3) Direct investments in Green Projects 
In light of the global quest for lower GHG emissions based on the Paris Agreement, it is 

expected that the demand for investment in Green Projects involving renewable energy and energy 
efficiency will increase substantially. Green Bonds offer investors the opportunity to invest directly 
in such projects. 

4) Risk hedging via alternative investments 
Green Bonds issued as project bonds can serve as alternative investments that are regarded as 

not closely correlated with traditional assets, such as stocks and bonds, in terms of price. 
Therefore, Green Bonds may serve as an effective asset class for investors who seek to hedge 
investment risks by diversifying investment destinations. Moreover, when renewable energy and 
energy efficiency projects, etc., are the investment destinations of Green Bond proceeds, Green 
Bonds serve as a possible means to hedge risks involving social and economic shifts that are 
expected to occur in the global efforts for the long-term substantial reduction in GHG emissions 
based on the Paris Agreement. 

5) Engagement 
Investors in Green Bonds are able to engage more effectively with issuers concerning the 

existence of environmental benefits and the size of impact, based on information such as the 
sustainability of environmental benefits and negative impacts on the environment, which are 
obtained through the analysis and evaluation of non-financial information related to environmental 
benefits and other factors disclosed by the issuers. Such increased engagement is expected to result 
in a favorable cycle of the improved sustainability of the issuers and the better medium- and long-
term investment outcome for the investors, which will ultimately lead to the building of a 
sustainable society. 

 
(iii) Environmental Benefits 

Environmental benefits that can be obtained from the issuance of and investments in Green Bonds 
include the following: 

1) Contribution to global environmental conservation 
The dissemination of Green Bonds expands private investments in Green Projects, such as 

renewable energy and energy efficiency projects, to contribute to the long-term substantial 
reduction in GHG emissions in Japan and abroad. Moreover, other than those contributing to the 
reduction in GHG emissions, Green Bonds expand private investments in Green Projects and 
prevent the degradation of natural capital, which is the foundation of long-term profits for 
companies. 

2) Raising individuals' awareness of green investments 
The dissemination of Green Bonds will enhance individual awareness of green investments, 

including Green Bonds, which will in turn motivate institutional investors, etc., who are the 
trustees of individuals' assets, to actively invest in green investments. Moreover, it will enhance 
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individual interest in the use of savings and investments, contributing to the “greenization” of the 
economy as a whole. 

3) Contribution to resolving social and economic issues through the promotion of Green Projects 
The promotion of Green Projects through the dissemination of Green Bonds lowers energy 

costs, strengthens energy security, reactivates the regional economy, and enhances resilience in the 
event of disasters. 

 
3. Green Bond Issuance Flow 

Companies, local governments, or other organizations that issue Green Bonds need to follow extra 
procedures, in addition to the procedures required for issuing ordinary corporate bonds, municipal 
bonds, and securitized products, etc. These extra procedures are illustrated below: 

 

 

 

4. What are Sustainability Bonds? 

Sustainability Bonds are any type of bond instrument where the proceeds will beexclusively applied 
to finance or refinancing a combination of Green and Social Projects, and which aligned with the four 
core components of the GBP and/or Social Bond Principles (SBP)12. 

                            
12The Social Bond Principles were published by the International Capital Market Association (ICMA) in June 2017, and similarly 
to the Green Bond Principles, define Social Bonds to have four core components. Social bonds are the bonds issued to raise funds 
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The issuance of Sustainability Bonds has grown internationally since the establishment of the 
Sustainability Bond Guidelines in 2017 with the support of the International Capital Market 
Association. Sustainability Bonds  which include green projects in the use of proceeds offer the same 
benefits as Green Bonds and are an effective tool to introduce private funds into Green Projects. 

While the Guidelines herein set out expected elements and other issues with a focus on the green 
characteristics of Green Bonds, they also apply to the green characteristics of Sustainability Bonds. 
Accordingly, the matters described in Chapter 3 (excluding the preamble in Chapter 3, 1. (i)) shall also 
apply to Sustainability Bonds that have green characteristics, for which the words, Green Bonds, shall 
be replaced with the words, Sustainability Bonds. 

                            
necessary for new or existing social projects that will have a positive social outcome. 
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Chapter 3 Expected Elements of Green Bonds and Examples of Possible 
Approaches 
1. Use of Proceeds 

[Use of Proceeds] 
(i) The Green Bonds proceeds should be allocated to Green Projects that have clear environmental 

benefits. The issuers should assess such environmental benefits and are recommended to quantify 
them where possible. 

(ii) Specifically, the Green Bonds proceeds may be used for Green Projects such as those listed in 
Annex 1 (including related and incidental costs such as investments and loans, R&D expenses, 
human resources education expenses and monitoring expenses in connection with such projects). 

(iii) Green Projects may have some incidental negative impacts on the environment, in addition to their 
intended environmental benefits. Green Projects that provide the clear environmental benefits 
described above are projects whose negative environmental impacts are evaluated by the issuers as 
limited compared to their environmental benefits. 
Annex 2 shows some of the typical examples of such negative impacts. 

 
[Prior provision of information regarding the use of proceeds to investors] 
(iv) Issuers should provide investors in advance with information regarding the use of Green Bond 

proceeds through legal documentation13 (such as a prospectus) or other documents. 
(v) The provision of the information regarding the use of proceeds should specify details of Green 

Project, such as the construction of facilities for a wind power generation project or lending to 
projects related to biomass power generation, so that investors and other market participants can 
evaluate the appropriateness of the use of proceeds. In the cases where individual Green Projects 
have been specified, it is recommended that issuers clearly present the projects to investors. 

(vi) In cases where Green Projects have incidental negative environmental impacts along with the 
claimed environmental benefits, the issuers should include information regarding these negative 
impacts (e.g., how they are assessed, what the issuers will do to curb them) to investors so that the 
investors and market participants can appropriately evaluate these impacts. 

 
[Measures when the proceeds are allocated to refinancing] 
(vii) Green Bond proceeds can be allocated not only to new Green Projects but also to refinance existing 

Green Projects. 
While the proceeds allocated to refinancing can maintain existing Green Projects, their environmental 
significance differs from that of proceeds allocated to finance new Green Projects, since existing 
Green Projects have already started before refinancing. 
In cases where Green Bond proceeds are used to refinance existing Green Projects, it is 
recommended that the issuers provide information to the investors regarding (1) the amount (or the 
share) of the bond proceeds being allocated for refinancing, and (2) which Green Projects (or Green 
Project categories) may be refinanced. Furthermore, when using the proceeds for refinancing Green 
Projects, the issuers are recommended to indicate the target period of the Green Projects to be 
refinanced (Lookback Period). 
In cases where the percentage of proceeds allocated to new Green Projects is greater than that for 
refinancing, providing an estimate (or percentage) of proceeds allocated to a new project may serve 
to enhance the reputation of the Green Bond. 

                            
13Including agreements made among parties involved. 
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When Green Bonds are issued multiple times to refinance an asset that requires long-term 
maintenance, the issuer should clearly disclose the asset’s age and remaining useful life and the 
amount to be refinanced as at the time of the bond issuance, evaluate the long-term sustainability of 
environmental benefits and obtain an assessment from an external reviewers for verification. 

<Possible refinancing examples> 
*Possible examples are not limited to the following: 
- Cases where the Green Bond proceeds are allocated to repay (refinance) loans related to Green Projects. 

 
- Cases where new Green Bond proceeds are used to redeem a bond that has been issued to finance existing or completed 

Green Projects at maturity. 
* An example of a completed Green Project may include the construction of green buildings. 

 
- Cases where financial institutions allocate Green Bond proceeds as a resource for existing loans linked to Green Projects. 
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2. Process for Project Evaluation and Selection 

[Prior provision of the information on the process for project evaluation and selection for 
investors] 

(i) Issuers should provide investors in advance with information regarding the following: The 
environmental sustainability objectives that the issuers intend to achieve through the Green Bonds- 
The criteria for determining the appropriateness of Green Projects based on the environmental 
sustainability objectives described above- The process for determining how Green Projects fit the 
criteria for archieving the  claimed environmental sustainability objectives 

(ii) When individual Green Projects to which Green Bond proceeds will be allocated have been 
determined, the projects to which the proceeds will be allocated are deemed to be already evaluated 
and selected, and it is considered that the establishment of the criteria described above is unnecessary. 
However issuers should provide investors in advance with information regarding (1) the 
environmental sustainability objectives that the issuers intend to achieve through Green Bonds and 
(2) the process for the determination. 

(iii) In contrast, when individual Green Projects to which Green Bond proceeds will be allocated to have 
not been determined (e.g., (1) in cases where an ordinary business operator or local government 
issues a Green Bond to raise funds for the Green Projects in the relevant business and project 
category and (2) in cases where financial institutions raise funds for investments and loans for a large 
number of Green Projects, etc.), the issuers should establish criteria to determine the appropriateness 
of the Green Projects in light of the objectives, and establish the process for determination and 
provide investors with the relevant information. 
If no individual Green Project has been selected, it is considered possible for the issuers to establish 
comprehensive standards and processes to evaluate and select Green Projects as those applied to 
financial instruments such as Green Bonds and Green Loans. 
 

[Environmental Objectives] 
(iv) Environmental objectives are the environmental benefits that the issuers intend to achieve through 

the issuance of Green Bonds. For instance, they may include climate change mitigation and 
adaptation and the conservation of biodiversity. 

 
[Criteria] 
(v) Criteria serve to provide the reasons for determining the appropriateness of specific Green Projects 

in light of the environmental sustainability objective. For instance, if climate change mitigation or 
adaptation is the main environmental objective, the funds raised may be used for Green Projects that 
will reduce GHG emissions such as renewable energy projects. 

(vi) The following are examples of the criteria for the determination: It is recommended that the issuers 
explain to investors in advance any environmental standards or certifications that the issuers will 
refer to in evaluating and selecting a Green Project to be financed. 

<Examples of “criteria” for the evaluation and selection of Green Projects> 
*Possible examples are not limited to the following: 

- Projects should fall under the business categories specified for the use of proceeds in the GBP or in the Guidelines. 
- Projects for renewable energy should not fall under the category of projects with significant negative effects on the 

environment as specified in the Equator Principles. 
- Projects should fall under the category of projects that build energy efficient buildings for certification by 

environmental certification systems such as LEED, CASBEE, and BELS. 
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(vii) In some cases, additional requirements to eliminate potential negative effects of Green Projects on 
the environment are placed as criteria in addition to the appropriateness of the Green Project’s 
business category. (For example, such requirements may exclude hydropower generation facilities of 
a scale greater than the predetermined standard due to concerns about their potential negative impact 
on the environment such as land modification.) If an issuer intends to establish an exclusion standard 
to identify and control such potentially material environmental and social risks of Green Projects, the 
issuer should explain it to investors in advance as one of the criteria it applies. 
 

[Process] 
(viii) The process for evaluation and selection of Green Projects refers to, for example, the basis for 

how issuers determine why certain projects can provide environmental benefits appropriately in light 
of the objectives and criteria for the use of Green Bond proceeds, how and by whom the above 
criteria are applied and used to determine whether Green Projects are appropriate in light of the 
environmental objectives (which division actually conducts the evaluation and selection, and 
determines the appropriateness). 

(ix) It is recommended that internal departments who have expertise, such as the environment related 
department, or external institutions are involved in the evaluation and selection process of Green 
Projects to ensure suitability from an environmental point of view. 

(x) The following is an example of the project evaluation and selection process of Green Projects: 
 

<Example of a decision-making process> 
*Possible examples are not limited to the following: 

- An internal department responsible for projects (or the Finance Department) and the Environment Department jointly 
develop the criteria. After the department responsible for projects (or the Finance Department) uses the criteria to 
make a primary decision regarding project eligibility and the Environment Department checks the validity of the 
primary decision, the company arrives at a final decision. 
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[Integration with comprehensive objectives, strategies and so on] 
(xi) It is recommended that issuers position their environmental objectives, criteria and information on 

their processes in the context of their comprehensive environmental sustainability objectives, 
strategy, policies and so on (e.g. medium-term management plan, sustainability strategy, CSR 
strategy) when explaining them to investors. It is also recommended that issuers provide explanation 
to investors as requested post issuance.  
This is particularly important given that the companies with poor ESG assessment and companies 
with exposure to the sectors and technologies that divide the opinions of market participants are 
currently deemed eligible to issue Green Bonds as long as the proceeds are used for Green Projects. It 
is recommended that issuers provide a full explanation to investors on the following items which will 
become important in such cases. 
- Comprehensive environmental sustainability objectives, strategy and so on (including, for instance, 

a transition plan to achieve such objectives) 
- Contribution the selected Green Project is expected to make in achieving such comprehensive 

objectives 
- Methods to identify and manage potential environmental and social risks related to the said project 
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3. Management of Proceeds 

(1) Management of Proceeds 

[General Information] 
(i) The issuer should track and manage the entire amount of Green Bond proceeds or the amount 

equivalent thereto in an appropriate manner to ensure that the funds it raised are allocated to Green 
Projects without fail. These tracking and managing activities should be controlled by the issuer’s 
internal process. 

(ii) As long as the Green Bonds are outstanding, the issuer should conduct periodical checks (at least 
yearly) to ensure that the amount allocated to Green Projects is equal to or greater than the amount 
raised by the issuance of Green Bonds or that the sum of the amount allocated to Green Projects and 
the amount of the unallocated proceeds matches the total amount of Green Bond proceeds. If any of 
the proceeds remains temporarily unallocated, the issuer should explain to investors how it intends to 
manage the balance of such unallocated funds and endeavor to promptly allocate such funds to Green 
Projects14. 
 

[Proceed tracking and management methods] 
(iii) Possible proceed tracking and management methods include the following: 

<Examples of possible proceed tracking and management methods> 
*Possible examples are not limited to the following: 

- The Green Bond proceeds are credited to a subaccount that is financially separate from other accounts, and the 
proceeds are withdrawn from this account when allocated to Green Projects. 

 
- Manage the total proceeds and the accumulated allocations to Green Projects via internal systems or electronic 

files and periodically adjust to ensure that the latter exceeds the former. 

                            
14 For instance, financial institutions often provide multiple loans for Green Projects for which Green Bond proceeds are to be 
used and the maturities of such loans do not match the maturity of Green Bonds. As a result, when a loan is repaid, the loan 
balance will be smaller than the amount of funds initially raised by the issuance of Green Bonds. In this case, adjustments will 
become necessary such as reallocating Green Bond Proceeds to a different new Green Project. 
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- The Green Bond proceeds are credited to a separate account and managed separately from other business 

funds. When allocating the proceeds to Green Projects, the proceeds are taken out from the said separate 
account. 

 
 

 
[Prior provision of information on tracking and management methods to investors] 
(iv) Issuers should provide investors in advance with information on how Green Bond proceeds will be 

tracked and managed. 
(v) It is recommended that issuers keep evidenced documents appropriately that demonstrate how they 

tracked and managed Green Bond proceeds. 
 
(2) Management of unallocated proceeds 

[Early allocation of proceeds] 
(vi) The recommendation is to allocate the Green Bond proceeds to Green Projects early and that issuers 

must not avoid allocating the proceeds to Green Projects unless there are reasonable grounds. 
 

[Prior provision of information regarding the methods to manage unallocated proceeds] 
(vii) Issuers should provide investors, in advance, with information on how unallocated Green Bond 

proceeds will be managed when the Green Projects that will receive the Green Bond proceeds have 
not been determined, or when such Green Projects have been determined but the proceeds have not 
been allocated because the allocation timing has not yet arrived. 
 

[Methods to manage unallocated proceeds] 
(viii) It is recommended that issuers manage unallocated Green Bond proceeds as an asset with high 

liquidity and safety such as cash, cash equivalents, or short-term financial assets. 
(ix) In some advanced cases, unallocated proceeds are deposited into a bank account with an 

appropriate environmental management policy with respect to the green attitude of investors. This 
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would be meaningful in instances where investors have a strong preference for their assets to be 
invested in ESG-related or green financial products. 

 
4. Reporting 

[Disclosure of the status of the use of proceeds after the issuance of Green Bonds] 
(i) Investors invest in Green Bonds because they expect that their funds will be allocated to Green 

Projects that have environmental benefits. Moreover, if issuers want to gain public acceptance by 
expressing that the issued bonds are Green Bonds, they need to ensure transparency. Based on these 
conditions, issuers should publicly disclose the latest information on the use of Green Bond proceeds 
after issuance.15 This disclosure is, for example, considered to be posting the information on the 
issuers' official websites. 
 

[Timing of Disclosure] 
(ii) Issuers should disclose the usage status of funds at least once a year until all the proceeds are used 

and whenever there has been a major change in the situation. They should disclose such information 
in a timely manner even after all the proceeds are allocated if there has been any major change in the 
situation. 
A major change in the situation includes, but is not limited to, the sale of the asset or project for 
which the proceeds are used, a serious accident in the project or the occurrence of an event that 
affects green characteristics. 

 
[Contents and ways of disclosure] 
(iii) Disclosed information should include the following contents: 

<Contents> 
- A list of the Green Projects to which Green Bond proceeds have been allocated 
- A brief description of each Green Project (including up-to-date progress) 
- The amount allocated to each Green Project 
- The expected environmental benefits of each Green Project 
- Information regarding unallocated Green Bond proceeds (the amount of the unallocated proceeds 

or the share of the unallocated proceeds to the total amount of the proceeds, when the 
unallocated proceeds are expected to be allocates to Green Projects, and how the unallocated 
proceeds are managed until allocation) 

(iv) If Green Bond proceeds have been allocated to the refinancing of existing projects, it is 
recommended that disclosed information include: 1) the approximate amount (or the share) of the 
allocated proceeds used for refinancing, and 2) a list of the Green Projects (or the project categories) 
refinanced. 

(v) While it is recommended to disclose (iii) and (iv) on a project-by-project basis, if there are 
confidentiality agreements, competitive considerations, or a large number of underlying projects that 
limit the disclosure of details, it is considered that information is presented in generic terms or in an 
aggregated portfolio. (For example, disclose information regarding the previously described items by 
project category, such as wind power generation projects, projects to introduce high-energy efficient 
equipment, or projects for the construction and management of waste recycling-related facilities.) 

(vi) More specifically, disclosure methods may include those described in Annex 3. 

                            
15Information disclosure as specified in the Guidelines does not unconditionally ensure compliance with financial laws, rules of 
the stock exchange, or rules of self-regulatory organizations. Regardless of the disclosure specified in the Guidelines, information 
must be disclosed according to the requirements of the above mentioned laws or rules. 
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[Indicators and methods for calculating environmental benefits]16 

(vii) When disclosing information regarding the expected environmental benefits of projects, issuers 
should use appropriate indicators while ensuring consistency with the “environmental sustainability 
objectives,” the “criteria” for Green Projects specified in Section 2, “Process for Project Evaluation 
and Selection,” and the characteristics of Green Projects. 

(viii) When disclosing the expected environmental benefits of projects, it is recommended that issuers, 
where feasible, use quantitative indicators and disclose information on methodologies and/or 
assumptions as well as these indicators. When quantification is difficult, external certifications, such 
as LEED, CASBEE, BELS, FSC, MSC, or ASC, obtained through Green Projects are also considered 
to be used as qualitative indicators. 

(ix) More specifically, such indicators may include, but are not limited to, those listed in Annex 4. 
(x) Specific examples of methodologies for the calculation of environmental benefits may include those 

explained in Annex 5 when using quantitative indicators. 
(xi) In more advanced examples, the basis of the calculation of environmental benefits is presented in 

more detail such as, “Introduce XX units of YY equipment whose efficiency is Z% better than the 
existing equipment.” 

 
5. External Review 

(1) General matters related to external reviews 

[General Information] 
(i) It is recommended that issuers utilize an external review in case that they need an objective 

assessment of the alignment of their approaches with the framework for Green Bond issuances. 
External reviews have many different names such as “second party opinion,” “verification,” 
“certification” and “rating.”17 Such reviews can be particularly useful in the following cases: 

<Examples of cases where the use of external reviews is particularly useful> 
*Possible examples are not limited to the following: 

- Cases where the Green Projects designated for a Green Bond include those that have negative environmental 
effects in addition to environmental benefits, and where an issuer seeks an objective evaluation of the 
appropriateness in allocating proceeds to such projects. 

- Cases where an issuer needs an objective external evaluation of the appropriateness of the determination 
criteria or the appropriateness of the criteria-based determination of Green Projects since no such expertise 
exists within the issuer's organization. 

- Cases where an issuer requires an objective evaluation of the appropriateness of the environmental benefit 
calculation method developed by the issuer since the Green Projects to which the proceeds will be allocated 
are relatively unique and therefore, there is no existing framework for calculating the environmental benefits 
of the projects. 

- Cases where an issuer needs to promote an understanding of Green Bonds among selected overseas investors 
who are unfamiliar with Green Projects and their associated information in Japan. 

 
(ii) In cases where an external review of the entire framework of a Green Bond was conducted in the 

past and where an issuer plans to issue a new Green Bond with the same framework, it is considered 

                            
16 ‘Handbook – Harmonized Framework for Impact Reporting’ and ‘Guidance Handbook June 2019’ by ICMA provides guidance 
on indicators and calculation methodologies for expected environmental benefits. 
17GBP defines Rating as the ranking of the green nature of the framework of a Green Bond based on the criteria of a qualified 
third party, such as information vendor and a rating agency. 
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(ii) Fairness 
External reviewers should desist preconception, avoid conflicts of interests, defy unfair influence of 
others and consistently maintain a fair standpoint. If they are required to distort facts or bias a review 
to justify the predetermined conclusion, they should decline from providing a review as professionals. 
Maintaining a fair standpoint means to require objectivity in the judgment of business operations. 
More specifically, external reviewers should be independent from and should ensure impartiality 
against the issuer. It is recommended that whether external reviewers have such impartiality is judged 
based on personal or capital relationships. For example, an external review is not considered to be 
independent in the following cases: 

<Examples where it is not considered to be independent> 
*Possible examples are not limited to the following: 

<Capital relationships> 
- Cases where an issuer and an external reviewers are subsidiaries of the same parent company - Cases where an issuer is 

the parent company of an external reviewer (subsidiary) 

 
<Personal relationships> 

 Cases where a board member or one in a similar position* of one company (issuer) also serves as a board member of the 
other company (external reviewer)  

* A board member or one in a similar position could include the representative director, auditor, executive, and or one in 
any other position with legal authority over the execution and or the auditing of operation and finances under 
corporate law, civil law, and or any other relevant law, regardless of title. 

 
 

(iii) Abilities and due care as professionals 
External reviewers need to maintain the level of abilities necessary to perform their duties when 
providing an external review in order to provide an appropriate external review. 
External reviewers should observe what is required of them as professionals and perform their duties 
with due care. 
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External reviewers should confirm that any party that works under their instructions is receiving 
appropriate training and supervision when performing their duties. 
External reviewers are required to satisfy the following requirements in respect of their expertise as 
professionals. 
- Constantly keep up with and understand the relevant knowledge including international market 

trends and the latest trends in professional practices in their specialist areas, always endeavor to 
improve their skills and continually update their expertise. 

- Have the relevant expertise depending on the type of external reviews they provide and the type of 
Green Projects for which they provide a review. 

- Employ or invite other specialists in the areas where they do not have sufficient expertise. It is not 
necessary for one external reviewer to evaluate all the aspects of an issue of Green Bonds. It is 
considered possible for more than one external reviewers to review different aspects of it based on 
the expertise of each provider. 

 
The possible expertise of external reviewers includes the following: 

<Examples of expertise> 
*Possible examples are not limited to the following: 

1) When reviewing the appropriateness of Green Projects to which proceeds will be allocated, the appropriateness of the 
evaluation and selection process of Green Projects and the appropriateness of environmental benefits 
Expertise such as the criteria to determine whether any environmental benefit exist, indicators to be referred to when 
verifying the method to quantify environmental benefits, environmental evaluation and environmental certification 

2) When reviewing the appropriateness of the management and allocation of proceeds and so on 
Expertise in financial and accounting audits 
 

(iv) Duty of confidentiality 
External reviewers must not disclose to others or use for the benefit of themselves or third parties any 
information they have come to possess in the course of their duties without any justifiable reason. 
With respect to their compliance with the duty of confidentiality, external reviewers should establish, 
publish or provide their customers with a policy, structure and so on concerning the protection of 
customer information. 

(v) Actions as professionals 
External reviewers should be aware of their position as professionals and satisfy what is required of 
them as professionals and should not take any action that will harm the credibility of or bring 
disrepute to external reviewers in general. 

 
[Requirements of external reviewers as an organization] 
(vi) As an organizational framework to perform external reviews, external reviewers should have an 

adequate organizational structure to appropriately undertake external reviews and should have 
predetermined methodologies and procedures to conduct external reviews. 

(vii) External reviewers should hire a reasonable number of people who have professional experience 
and qualifications necessary to cover the areas subject to the external reviews to be performed. 

(viii) When using liability insurance concerning their areas of expertise, external reviewers should 
mention the scope of coverage of such insurance. 

 
[Contents to be evaluated by external reviewers] 
(ix) External reviewers will evaluate the following content dependent on the type of external review. 
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properly by using the methods specified by the issuer before the issuance of Green 
Bonds. 

 
(xiii) External reviews should include a conclusion and outputs including marginal items evaluated in 

external reviews. At least, they need to show where such information is available.  
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Chapter 4 Expectations Toward Investors 
A characteristic of Green Bonds is to use the bond proceeds only for projects that will have 

environmental benefits, that is, Green Projects. Annex 1 to the Guidelines herein show some of the 
projects which could qualify as Green Projects. These are, however, examples only and the final 
decision is left to each investor deciding whether or not to invest in Green Bonds. The role of investors 
is therefore extremely important for the sound development of the Green Bond market. 

Based on the above, it is recommended that, when making investment decisions concerning Green 
Bonds, investors appropriately assess whether the project for which the relevant Green Bond proceeds 
are used has any environmental benefit, the magnitude of its impact and other relevant factors. When 
doing so, investors are recommended to bear in mind that Annex 1 herein only shows examples and 
should make decisions on a case-by-case basis, even with respect to the kinds of projects included in 
Annex 1, based on factors such as the environment of the given project, whether the relevant project has 
any negative impacts and its implications, and international trends regarding Green Bonds. Furthermore, 
where an external review is available, investors are recommended to carefully examine the documents 
concerning the external review results and make final investment decisions based on their own 
appropriate evaluation of the relevant Green Bonds without solely relying on the external review. 
Furthermore, after investing in Green Bonds, investors are recommended to perform appropriate 
monitoring on factors such as the management status of the bond proceeds by the investee, whether the 
expected impact has arisen and any change in the situation. 

To enable the above, investors need to have the ability to make appropriate decisions. Accordingly, it 
is recommended that investors develop considerable insight regarding sustainable development, 
accumulate knowledge on Green Projects and also pay full attention to international trends regarding 
Green Bonds. 

These are necessary for whom practicing ESG investment such as institutional investors to gain 
support from society, which in turn is expected to contribute to the sound development of Green Bonds 
and the building of a sustainable society. 

 
Chapter 5 Revisions of the Guidelines 

Given the objective to further develop the markets for green bonds market, the Guidelines will be 
revised in response to the maturing of the Japanese market, international trends and other changes in the 
situation. 
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Disclaimer 
The Green Loan and Sustainability Linked Loan Guidelines (hereinafter “the Guidelines”) 

are legally non-binding and no legal penalties will be imposed even if a certain action does 
not comply with the elements (including elements described with the word “should”) 
described in the Guidelines. However, it is necessary to note that if a certain action infringes 
upon any laws or regulations, legal penalties may be imposed based on these laws or 
regulations, even though the action complies with the elements described in the Guidelines. 

The Guidelines do not constitute advice on decisions regarding individual Green Loans, 
other loans, or financial matters, or recommendations to provide specific Green Loans or 
other loans. 

The Guidelines do not guarantee that the projects to which proceeds from specific Green 
Loans are allocated will produce the intended environmental benefits, and no responsibility is 
assumed as to whether the projects realize their environmental benefits or not. 

People who provide Green Loans or other loans shall do so at their own risk. 
The Ministry of the Environment of Japan will not be liable in any way for any loss, 

damage, or expense of any kind incurred as a result of, or in connection with, the use of the 
information presented in the Guidelines, and/or caused by any modifications or the abolition 
of the Guidelines. 
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Chapter 1 Introduction 

1. Purpose of the Guidelines 

In December 2015, the Paris Agreement, an international agreement regarding climate change, was 
adopted at the COP 2122 held in Paris, France. In this agreement, global long-term targets were set to 
maintain any increase in the global average temperature to well below 2°C and to pursue efforts to limit 
the global average temperature to 1.5°C above pre-industrial levels. According to ‘The Special Report: 
Global Warming of 1.5°C’ adopted at the IPCC23 Session in October 2018, human activity derived CO2 

emissions must reach net zero by around 2050 to limit global warming to 1.5°C. To address the long-
term substantial reduction in greenhouse gas emissions in Japan and to achieve this 2°C target, it is 
necessary to mobilize large amounts of private funds towards Green Projects such as renewable energy 
projects. 

Furthermore, the “2030 Agenda for Sustainable Development” adopted at the United Nations 
Sustainable Development Summit held in September 2015 in New York, sets out the Sustainable 
Development Goals (SDGs), which include the conservation of oceanic and terrestrial ecosystems. This 
has led to increased expectations for the role of private funds in projects that prevent the deterioration of 
natural resources and support other environmental causes. 

In addition, IPBES24 published a global assessment report on biodiversity and ecosystem services in 
May 2019 and the Biodiversity Charter adopted at the G7 Biarritz Summit held in August 2019 in 
France, targeted efforts to mobilize public and private funds towards the conservation and sustainable 
use of biodiversity. 

Moreover, the Osaka Blue Ocean Vision was shared at the G20 Osaka Summit in June 2019 in 
Osaka, Japan, as the world’s universal vision. While recognizing the important role plastics play in 
society, the Vision aims to eliminate additional contamination of the ocean with plastic rubbish by 2050 
through a comprehensive life-cycle approach, including the reduction of the outflow of mismanaged 
plastic waste based on improved waste management and innovative solutions. The importance of 
private funds is growing in these initiatives as well. 

The Equator Principles had already been formulated in 2003 and confirmations were being sought as 
to whether the large-scale resource development and infrastructure construction projects, for which 
loans were provided, were giving appropriate environmental and social considerations. Subsequently, 
approaches for introducing private funds in Green Projects such as which contribute to the reduction of 
greenhouse gas (GHG) emissions and the prevention of natural capital deterioration have been made in 
various forms, as in the case of Green Bonds. 

In recent years, after the initial publication of the Green Loan Principles (hereinafter referred to as 
“GLP”) in March 2018 by the Loan Market Association (LMA)25 and the Asia Pacific Loan Market 
Association (APLMA), the utilization of Green Loans, the loans26 companies take out to procure funds 
required for Green Projects, has increased internationally. Green Loans have also begun to appear in 
Japan, but they are not yet sufficiently utilized compared with other countries, given the necessity to 
introduce large amounts of private funds to achieve the above-mentioned international goals. 

In addition, the Sustainability Linked Loan Principles (hereinafter referred to as “SLLP”) were 
formulated in March 2019 by the LMA, the Loan Syndications and Trading Association (LSTA) and the 

                            
22The 21st Conference of the Parties to the United Nations Framework Convention on Climate Change 
23 Intergovernmental Panel on Climate Change 
24 Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services 
25The LMA is the trade body for the EMEA syndicated loan market and was founded in December 1996 by banks operating in 
that market. Its aim is to encourage liquidity in both the primary and secondary loan markets by promoting efficiency and 
transparency, as well as by developing standards of documentation and codes of market practice. The APLMA and LSTA are 
equivalent organisations in Asia and the USA respectively.  
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APLMA. The SLLP provide a framework that ties improvement of sustainability performance of 
companies, who are borrowers, to loan terms (such as margin). It is believed that this framework could 
also become an effective tool to introduce private funds towards companies’ business activities that 
contribute to the reduction of GHG emissions and prevention of natural capital deterioration in Japan, 
where corporate finance is active. 

In light of the above, these “Green Loan and Sustainability Linked Loan Guidelines” (hereinafter 
“the Guidelines”) have been developed to increase the utilization of Green Loans and Sustainability 
Linked Loans in Japan. To maintain the credibility of the green characteristics, the Guidelines seek to 
prevent “green wash” (proclaiming to be “green” despite having no environmental benefits or whose 
proceeds27 have not been appropriately allocated to Green Projects). 

The Guidelines, in accordance with the GLP and SLLP, which are widely accepted in international 
Green Loan and Sustainability Linked Loan markets, provide borrowers, lenders, and other market 
participants with illustrative examples of specific approaches and interpretations tailored to the Japanese 
market to aid with decision making regarding Green Loans and Sustainability Linked Loans. The 
Guidelines aim to both establish the credibility of the green characteristics of such loans as well as 
alleviate the costs and administrative burdens for borrowers, thereby spurring utilization of Green Loans 
and Sustainability Linked Loans in Japan. 

 
2. Measures taken so far in Japan for ESG loans focused on environmental factors 

ESG loans denote financing that takes into consideration the factors of environment (E), society (S), 
and corporate governance (G). For example, it includes loans based on project feasibility evaluation 
taking into consideration ESG factors as a financing standpoint as well as financing for projects that 
have impacts on environment and society (environmental and social projects) such as renewable energy 
projects, energy-saving projects, and recycling projects. Both Green Loans and Sustainability Linked 
Loans are considered to be types of ESG loans. 

In Japan, the Development Bank of Japan Inc. provided the first environmentally rated loan ahead of 
other countries in 2004. Since then, the offering of environmentally rated loan programs by Japanese 
financial institutions has expanded to a certain extent. In an environmentally rated loan program, a 
financial institution appropriately evaluates the borrower company’s efforts in environmental 
management and environment-conscious activities upon providing loans, and based on that evaluation, 
it sets the financing conditions, such as phased changes in interest rates, and then decides on the 
provision of the loan. 

ESG regional financing has also emerged, aiming simultaneously to solve regional socio-economic 
and environmental issues and to form sustainable local communities. ESG regional financing denotes 
regional financial institutions providing necessary support, such as relevant knowledge as a regional 
financial institution and financing by taking into consideration ESG factors corresponding to the 
regional characteristics. In particular, the review process takes into consideration ESG factors in project 
feasibility evaluation for providing financing. 

Instances where Green Loans are provided to finance a Green Project based on GLP and/or 
Sustainability Linked Loans are offered based on the SLLP are also emerging in Japan. 

ESG lending is a concept that requires financial institutions to take ESG factors into account upon 
providing funds, and depending on the main purpose of the economic activities to which the funds are 
provided, such financing may be referred to as climate finance for achieving the 2°C target set by the 
Paris Agreement; adaptation finance; biodiversity finance for preservation of biodiversity; circular 
economy finance for building a recycling-oriented society; green finance for overall environmental 
measures; social finance for solution of overall social issues; regional revitalization SDGs finance for 

                            
27“Proceeds” in the Guidelines means the “net proceeds” after procurement fees have been deducted. 
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regional revitalization; SDGs finance for SDGs by the United Nations; and sustainable finance for the 
formulation of a sustainable society. 

 
3. Basic Concepts of the Guidelines 

(1) Green Loans 
Green Loans are to be developed through interactions based on sufficient information between 

borrowers who want to raise funds, clearly declaring that they will allocate the proceeds only to Green 
Projects, and lenders who want to finance Green Projects of their choice. The final decision on how to 
evaluate the appropriateness of the borrower's approach to the relevant Green Loan, and whether a 
Green Loan should be provided at all is left to those parties involved in the loan. 

By clarifying the expected elements of Green Loans, the Guidelines will form the foundation for 
interactions between the borrowers and lenders, and in addition will be useful for assuring stakeholders 
that the financing and proceeds will be used for Green Projects. 

Additionally, it is important for borrowers and lenders that the credibility of the green characteristics 
of Green Loans is maintained within the market and society. In particular, preventing 'greenwashing' 
through the use of the Green Loan product is imperative. 

Based on the above, the Guidelines have been developed in alignment with the internationally 
accepted GLP (as of December 2018). The Guidelines recognize that a Green Loan is expected to be 
aligned with four components: (1) Use of proceeds, (2) Process for Project Evaluation and Selection, (3) 
Management of Proceeds, and (4) Reporting. The expectation in the Guidelines is that loans complying 
with all elements described with the word “should” in Chapter 2 of the Guidelines concerning these four 
components can be internationally accepted as Green Loans.28 

 
(2) Sustainability Linked Loans 

Like Green Loans described above, Sustainability Linked Loans are also to be developed through 
interactions based on sufficient information between borrowers and lenders who want to finance them. 
The final decision on how to evaluate the appropriateness of the borrower's approach to the relevant 
Sustainability Linked Loan, and whether a Sustainability Linked Loan should be provided, is left to 
those parties involved in the loan. 

The Guidelines have been developed in alignment with the SLLP. The Guidelines in particular 
recognize that a Sustainability Linked Loan is expected to be aligned with three components: (1) 
Reconciling the relationship between the borrower’s sustainability goals and sustainable performance 
target (SPTs), (2) Setting of appropriate SPTs and measurement of sustainability, and (3) Reporting.  
The expectation is that loans that have all of the elements described with the word “should” in Chapter 
3 of the Guidelines concerning these three components can be internationally accepted as Sustainability 
Linked Loans. 

 
(3) Common items 

Borrowers, lenders, and other participants may have different perspectives regarding certain matters. 
Hence, it is important to establish a mechanism in which borrowers disclose information relevant to 
their Green Loans or Sustainability Linked Loans in an easily understandable way; lenders or other 
participants evaluate the appropriateness of the borrower's approach to the relevant Green Loan or 
Sustainability Linked Loan using the information disclosed by the borrower; and all participants, 
including borrowers and lenders, can take advantage of the knowledge accumulated through these 
interactions, rather than filtering out specific Green Loan or Sustainability Linked Loan approaches 

                            
28However, it is necessary to keep in mind that an individual Green Loan is to be evaluated and selected by each lender and other 
related participants based on their own ways of thinking. 
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from the market, unless these approaches are obviously inappropriate. By establishing this mechanism, 
market discipline can be exercised to prevent greenwashing, while securing the diversity of borrowers’ 
approaches. 

It should be noted that international efforts are being made to classify environmentally sustainable 
economic activities in order to identify eligible recipients of investments and loans in sustainable 
finance. This classification could become an additional reference document for a borrower who, for 
instance, wishes to carry out green finance in a region that takes part in such efforts, and will help 
lenders identify eligible Green Projects. 

It is necessary to closely monitor the progress in such international efforts in relation to the tracking 
of use of Green Loan proceeds in Japan also. 

 
The Guidelines focus on the green and sustainable characteristics of Green Loans and Sustainability 

Linked Loans, and therefore do not cover the other characteristics and inherent risks associated with 
these loans. It is important to note that Green Loans and Sustainability Linked Loans, even if aligned 
with the Guidelines, have credit and other risks, like ordinary loans. 

 
4. Structure of the Guidelines 

Section 1 of Chapter 2 provides an overview of Green Loans. The benefits of financing using Green 
Loans and provision of such loans are also explained, as a reference for both borrowers and lenders who 
are considering entering into Green Loans. 

Section 2 of Chapter 2 describes the expected elements of Green Loans and examples of possible 
approaches. 

Section 1 of Chapter 3 provides an overview of, and the significance of, Sustainability Linked Loans. 
Section 2 of Chapter 3 describes expected elements of Sustainability Linked Loans and examples of 

possible approaches. The descriptions in Chapters 2 and 3 have the following meaning: 
(i) Sentences described with the word “should” are basic elements that loans labelled as “green” or 

“sustainability linked” are expected to have. 
(ii) Sentences described with the word “recommend” are elements that loans labelled as “green” or 

“sustainability linked” are ideally expected to have, although a loan which does not have these 
elements may also be labeled as “green” or “sustainability linked.” (iii) Sentences described with 
the word “to be considered” are examples of possible approaches and interpretations related to 
Green Loans and Sustainability Linked Loans, although a loan which does not have these elements 
may still be labeled as “green” or “sustainability linked”. 

Chapter 4 describes various matters expected of lenders. 
It should be noted that the Guidelines are legally non-binding. No legal penalties will be imposed if a 

certain action does not comply with the elements described in the Guidelines (including elements 
described with the word “should”). However, it is necessary to note that, if a certain action infringes 
upon any laws and regulations, legal penalties may be imposed based on these laws and regulations, 
even if the action complies with the elements described in the Guidelines. 

 
  



43 
 
 

 

Chapter 2 Green Loans 
Section 1 Overview of Green Loans 
1. What are Green Loans? 

Green Loans are loans used by companies, local governments, or other organizations to raise funds 
for domestic and overseas Green Projects. Specifically, these loans have the following features: (i) 
proceeds are allocated exclusively to Green Projects, (ii) proceeds are tracked and managed in a reliable 
manner, and (iii) transparency is ensured by reporting after the financing. 

The borrowers of Green Loans include: (i) corporations that raise funds for Green Projects (including 
Special Purpose Companies ("SPCs")29 that only handle Green Projects), (ii) financial institutions that 
raise investment funds and loans for Green Projects, and (iii) local governments that raise funds for 
Green Projects. 

The lenders of Green Loans include, amongst others, financial institutions that commit to ESG loans. 
Diverse lending instruments including loans (such as term loans) can be considered for Green Loans. 

 
2. Benefits of Green Loans 

(i) Borrower's Benefits 
The benefits for borrowers of Green Loans are as follows: 

1) Enhancing sustainability management  
Working on Green Loans can lead tothe development of governance, strategy, and risk 

management structures related to sustainability within an organization, such as a company. This 
also helps to satisfy the ESG information disclosure requirement placed by the Task Force on 
Climate-related Financial Disclosures (TCFD)30 and others. Furthermore, it will improve the 
medium- and long-term ESG assessment of the borrower, which will in turn help raise its corporate 
value. 

2) Acquisition of public acceptance by demonstrating willingness to promote Green Projects 
Since the use of Green Loan proceeds is limited to Green Projects, if borrowers, such as 

companies or local governments, take out Green Loans, the proceeds are allocated to Green 
Projects, thereby promoting them. Therefore, borrowers can demonstrate that they are actively 
promoting Green Projects by procuring Green Loans, which could possibly earn them public 
acceptance. 

3) Reinforcement of the funding base by building relationships with new lenders 
The diversification of financing instruments is an effective means for borrowers to reinforce 

their funding bases. Procuring a Green Loan and disclosing the relevant information offers 
borrowers the opportunity to consolidate their funding base by building new relationships with 
financial institutions which value ESG loans. 

4) Expectations for raising funds on relatively favorable terms 
If a company takes out Green Loans or similar loans that use cashflow generated from a 

renewable energy or other business with strong business viability that it operates, it may be able to 

                            
29 A SPC (Special Purpose Company) is a corporation establishmed for the limited purpose of acquisition of and financing backed 
by specific assets (real estate, bonds). 
30 The TCFD (Task Force on Climate-related Financial Disclosure) was established by the FSB (Financial Stability Board). The 
final recommendations, presented in June 2017, encourage companies and investors to conduct climate-related financial 
disclosures for the appropriate assessment of climate related risks and opportunities and their financial implications for 
appropriate investment decisions. 
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raise funds on relatively favorable terms from financial institutions who are well versed in 
evaluating the feasibility of such businesses. 

 
(ii) Lender's Benefits 

The benefits for lenders of Green Loans are as follows: 

1) Serving as ESG loans 
Some lenders are committed to a certain scale of ESG loans. For them, Green Loans clearly 

match this commitment and can provide a stable cash flow, unless borrowers default on the loan. 
Moreover, other lenders without such commitments can still show that they actively invest in 
Green Loans, support Green Projects, and thereby gain favourable public opinion, while obtaining 
stable cash flows, unless borrowers default on the loan. 

2) Achieving both investment returns and environmental and other benefits through lending 
By providing Green Loans, lenders can support the realization of the environmental benefits 

(listed below in (iii)) that contribute to creating a sustainable society, while simultaneously gaining 
returns on their lending. 

3) Direct lending to Green Projects 
In light of the global quest for lower GHG emissions based on the Paris Agreement, it is 

expected that the demand for investment in Green Projects such as renewable energy and energy 
efficiency projects will increase substantially. Green Loans offer lenders the opportunity to lend 
directly to such projects. 

4) Improvement of sustainability through deep interactions with borrowers 
By providing Green Loans, lenders can ensure engagement based on factors such as the 

sustainability of environmental benefits and negative impact on the environment, through the 
analysis and evaluation of non-financial information related to environmental benefits and other 
factors that the borrower discloses. Through this process, lenders can have deep interactions 
regarding business issues with borrowers, which may lead to the building of multilayered 
relationships and acquisition of business opportunities such as offering solutions that satisfy the 
borrower’s needs. Such efforts may improve the sustainability of the borrower and further lead to 
retention and improvement of its corporate value. 

 
(iii) Environmental Benefits 

Environmental benefits that can be obtained from the procuring and lending of Green Loans 
include the following: 

1) Contribution to global environmental conservation 
An increase in Green Loans is expected to increase private funds in Green Projects, such as 

renewable energy and energy efficiency projects, contributing to the long-term substantial 
reduction of GHG emissions in Japan and abroad. Moreover, an expected increase in private funds 
in Green Projects beyond those contributing to the reduction of GHG emissions will contribute to 
the prevention of degradation of natural capital, which is the foundation of long-term profits for 
companies. 

2) Raising the awareness of individuals who deposit with financial institutions that provide Green 
Loans 

An increase in Green Loans and Green Deposits will enhance individual awareness of Green 
Loans, which will in turn motivate individuals actively to deposit with financial institutions which 
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provide such loans. Raising such awareness will motivate financial institutions, etc., who are the 
holders of individuals' assets, to actively lend Green Loans. 

3) Contribution to resolving social and economic issues through the promotion of Green Projects 
The promotion of Green Projects through the use of Green Loans can lower energy costs, 

strengthen energy security, revitalize the regional economy, and enhance resilience in the event of 
disasters. 

 
3. Green Loan Procurement Flow 

Companies, local governments, or other organizations that borrow Green Loans need to follow extra 
procedures, in addition to the procedures required for taking out ordinary loans. These extra procedures 
are illustrated below: 
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Section 2 Expected Elements of Green Loans and Examples of Possible Approaches 
1. Use of Proceeds 

[Use of proceeds] 
(i) Proceeds of Green Loans should be used for Green Projects that have clear environmental benefits. 

The borrowers should assess such environmental benefits and is recommended to quantify them 
where possible. 

(ii) Specific examples of the use of proceeds may include Green Projects described in Annex 1 
(including related and incidental costs such as investments and loans, R&D expenses, human 
resources education expenses and monitoring expenses in connection with such projects). 

(iii) Green Projects may have some incidental negative impacts on the environment, in addition to their 
intended environmental benefits. Green Projects that provide the clear environmental benefits 
described above are projects whose negative environmental impacts are evaluated by the borrowers 
as limited compared to their environmental benefits. 
Some of the typical examples of such negative impacts may include those described in Annex 2. 

 
[Prior provision of information regarding the use of proceeds to lenders] 
(iv) Borrowers should explain in advance the use of proceeds in documents including contracts 

exchanged between parties involved. 
(v) The provision of the information regarding the use of proceeds should specify the Green Project 

categories, such as the construction of facilities for a wind power generation project or lending to 
projects related to biomass power generation, so that lenders and other parties can evaluate the 
appropriateness of the use of proceeds. In cases where individual Green Projects have been specified, 
it is recommended that issuers clearly present the projects to lenders. 

(vi) In cases where Green Projects have incidental negative environmental impacts along with the 
alleged environmental benefits, borrowers should include information regarding these negative 
impacts (e.g., how they are assessed, how borrowers intend to address them) so that lenders and 
market participants can appropriately evaluate these impacts. 

 
[Measures when the proceeds are allocated to refinancing] 
(vii) Green Loan proceeds can be allocated not only to new Green Projects but also to refinance existing 

Green Projects. 
While the proceeds allocated to refinancing can maintain existing Green Projects, their environmental 
significance differs from that of proceeds allocated to finance new Green Projects, since existing 
Green Projects have already started before refinancing. 
In cases where Green Loan proceeds are used to refinance existing Green Projects, it is recommended 
that borrowers provide information to the lenders regarding (1) the amount (or the share) of the loan 
proceeds being allocated for refinancing, and (2) which Green Projects (or Green Project categories) 
may be refinanced. Furthermore, when using proceeds for refinancing Green Projects, the borrower is 
recommended to indicate the applicable period of the Green Project refinanced (Lookback Period). 
In cases where the percentage of proceeds allocated to new Green Projects is greater than that for 
refinancing, providing an estimate (or percentage) of proceeds allocated to a new project may serve 
to enhance the reputation of the Green Loan. 
When Green Loans are used multiple times to refinance an asset that requires long-term maintenance, 
the borrower should clearly disclose the asset’s age, remaining life and the amount to be refinanced 
as of the time of procurement, evaluate the long-term sustainability of environmental benefits and 
receive an assessment from an outside agency for verification as necessary. 
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<Possible refinancing examples> 
*Possible examples are not limited to the following: 

- Cases where the Green Loan proceeds are allocated to repay (refinance) loans related to Green Projects. 

 
- Cases where new Green Loan proceeds are used to redeem a bond that has been issued to finance existing or completed 

Green Projects at maturity or to repay loans taken out for the same. 
* An example of a completed Green Project may include the construction of green buildings. 

 
- Cases where financial institutions allocate Green Loan proceeds as a resource for existing loans linked to Green Projects. 

 
[Measures when using Green Loans as part of multi-tranche loans] 
(viii) When a loan is divided into multiple tranches, Green Loans may be used for one or more of the 

tranches. In such cases, green tranches should be clearly designated to enable tracking, whether the 
borrower transfers the borrowed funds for green tranches to a dedicated account or whether the green 
tranches are otherwise tracked by the borrower in an appropriate manner. 
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