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Foreword

ISO (the International Organization for Standardization) is a worldwide federation of national standards
bodies (ISO member bodies). The work of preparing International Standards is normally carried out
through ISO technical committees. Each member body interested in a subject for which a technical
committee has been established has the right to be represented on that committee. International
organizations, governmental and non-governmental, in liaison with ISO, also take part in the work.
ISO collaborates closely with the International Electrotechnical Commission (IEC) on all matters of
electrotechnical standardization.

The preecedures—tsed—to—developth ment-and-these—ntendedfor-its—further—-maintenance are
described in the ISO/IEC Directives, Part 1. In particular, the different approval criteria‘needed for the
different types of ISO documents should be noted. This document was drafted in acéordapce with the
editdrial rules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).

Attention is drawn to the possibility that some of the elements of this document may be the subject of
patent rights. ISO shall not be held responsible for identifying any or all suelf patent righfs. Details of
any patent rights identified during the development of the document willbe in the Introdu¢tion and/or
on tHe ISO list of patent declarations received (see www.iso.org/patents);

Any trade name used in this document is information given for the'éonvenience of users gnd does not
consfitute an endorsement.

For an explanation of the voluntary nature of standards; the meaning of ISO specifi¢ terms and
exprgssions related to conformity assessment, as wellvas information about ISO’s aglherence to
the World Trade Organization (WTO) principles in‘the Technical Barriers to Trade| (TBT), see
www.iso.org/iso/foreword.html.

This| document was prepared by Technical \€e@mmittee 1SO/TC 207, Environmental management,
Subcpmmittee SC 4, Environmental performance evaluation, in collaboration with Technical] Committee
ISO/TC 322, Sustainable finance.

Any feedback or questions on this documient should be directed to the user’s national standprds body. A
complete listing of these bodies can be found at www.iso.org/members.html.
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Introduction

This document provides guidance on identifying and assessing environmental aspects and impacts,
and performance criteria for projects, assets and activities.

The intent is to support the development of green finance by assisting borrowers and financiers to take
into account the environmental aspect and impacts or environmental performance of the project, asset
or activity for which funds are sought. The guidance is applicable to individual, corporate or public
entities providing or seeking green finance, regardless of size. A framework to determine relevant
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INTERNATIONAL STANDARD ISO 14100:2022(E)

Guidance on environmental criteria for projects, assets
and activities to support the development of green finance

1 Scope

This document establishes a framework and outlines a process to identify criteria for environmental

impartsamd performrance to take Ito acCoUTITt WITeTT COITSTAeTIg PTUjects, asSets and activities seeking

finarce.

This|document also gives guidance on assessing the risks and opportunities that cansarisg in applying
envifonmental criteria to projects, assets and activities.

It is gdpplicable to parties seeking finance, providing finance or other interested parties.

2 Normative references

Therk are no normative references in this document.

3 Terms, definitions and abbreviated terms

3.1 | Terms and definitions
For the purposes of this document, the following-terms and definitions apply.
ISO gnd [EC maintain terminology databases-for use in standardization at the following addresses:

— SO Online browsing platform: available at https://www.iso.org/obp

— IEC Electropedia: available athttps://www.electropedia.org/

3.1.1
organization
person or group of peoplethat has its own functions with responsibilities, authorities and relationships
to achieve its objectives

Note [l to entry: Th&concept of organization includes, but is not limited to sole-trader, company, corpjpration, firm,
enterjprise, authority, partnership, charity or institution, or part or combination thereof, whether [incorporated
or nof, publie-erprivate.

[SOUREE*ISO 14001:2015, 3.1.4]

3.1.2

interested party

stakeholder

person or organization (3.1.1) that can affect, be affected by, or perceive itself to be affected by a
decision or activity

EXAMPLE Customers, communities, suppliers, regulators, non-governmental organizations, investors and
employees.

Note 1 to entry: To “perceive itself to be affected” means the perception has been made known to the organization.

[SOURCE: ISO 14001:2015, 3.1.6, modified — “stakeholder” added as the admitted term.]

©1S0 2022 - All rights reserved 1
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environment
surroundings in which an organization (3.1.1) operates, including air, water, land, natural resources,

flora, fauna,

humans and their interrelationships

Note 1 to entry: Surroundings can extend from within an organization to the local, regional and global system.

Note 2 to entry: Surroundings can be described in terms of biodiversity, ecosystems, climate or other
characteristics.

[SOURCE: IS

0 14001:2015, 3.2.1]

3.1.4
environme

htal aspect

element of an organization’s (3.1.1) activities or products or services that interacts or can interact

the environn

Note 1 to €
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Note 2 to en
criteria.

[SOURCE: IS

3.1.5

environme
change to tH
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[SOURCE: IS

3.1.6
environme
EIA

tool used to
making

Note 1 to ent
when it is fin

Note 2 to ent
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[SOURCE: IS
definition. N

3.1.7

hent (3.1.3)

ntry: An environmental aspect can cause (an) environmental impact(s) (35L.5). A signi
hl aspect is one that has or can have one or more significant environmental impact(s).

ry: Significant environmental aspects are determined by the organization applying one or

0 14001:2015, 3.2.2]

ntal impact
e environment (3.1.3), whether adverse or beneficial, wholly or partially resulting fro
’s (3.1.1) environmental aspects (3.1.4)

0 14001:2015, 3.2.4]

htal impact assessment

identify the environmental impacts (3.1.5) of a project, asset and activity prior to deci

ry: The tool can be used to/assess a project, asset and activity during its various stages, incl
shed.

ry: An organization’s (3.1.1) activities or products or services can be a project, asset and activj
| for a requestfor financing.

0 35103;2017, 3.6.4, modified — Abbreviated term added. “asset and activity” added t
otes te-entry added.]

with

icant

more

m an

sion-

iding

ity to

o the

Al narformance
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performance related to the management of environmental aspects (3.1.4)

Note 1 to entry: For an environmental management system, results can be measured against the organization’s
(3.1.1) environmental policy, environmental objectives (3.1.8) or other criteria, using indicators (3.1.9).

[SOURCE: IS
3.1.8

0 14001:2015, 3.4.11]

environmental objective
objective set by the organization (3.1.1) consistent with its environmental policy

[SOURCE: IS

0 14001:2015, 3.2.6]
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3.1.9

indicator

quantitative, qualitative or binary variable that can be measured or described, representing the status
of operations, management, conditions or impacts

[SOURCE: ISO 14031:2021, 3.4.1]

3.1.10
risks and opportunities
potential adverse effects (threats) and potential beneficial effects (opportunities)

[SOURCE-1S0 14001:2015 32 11]

3.1.11
compliance obligations

legallrequirements and other requirements
legal| requirements that an organization (3.1.1) has to comply with and other requirements that an
orgahization has to or chooses to comply with

Note |1 to entry: Compliance obligations can arise from mandatory requirements, such as applicgble laws and
regulations, or voluntary commitments, such as organizational and industry standards, contractual relationships,
codeg of practice and agreements with community groups or non-governntental organizations.

[SOURCE: ISO 14001:2015, 3.2.9, modified — Note 1 to entry déleted. Note 2 to entry renunbered.]

3.1.12
mate¢riality
information essential for decision-making, which can~be applied to identify issues thdt reflect an
orgapization’s (3.1.1) environmental and social impacts, as well as information that supports interested
party (3.1.2) and strategic decision-making

3.1.13
baseline
referfence basis for comparison against\which the status or environmental performance (B.1.7) of the
projdct, asset and activity is monitored or measured

[SOURCE: ISO 27917:2017, 3.3 25 modified — “the status or environmental performance off the project,
asset and activity” replaced {‘project status or performance”.]

3.1.14
basdline scenario
hypdthetical reference case that best represents the conditions most likely to occur in the pbsence of a
proppsed project,asset and activity

[SOURCE: 1S0.¥4064-2:2019, 3.2.6, modified — “project, asset and activity” replaced “GHG project”.]

3.1.15
greenwashing
false or misleading information, either intentionally or inadvertently, regarding the environmental
or sustainability attributes of a product, asset and activity, which can have consequences on the
assessment of financial and non-financial materiality (3.1.12)

3.1.16

green finance

financial instrument, product or service that support projects, assets and activities that result in lower
adverse environmental impacts (3.1.5), reduced environmental risks or enable opportunities to improve
environmental and environment-related social performance

Note 1 to entry: A non-exhaustive list of examples of public, private, public-private or civil society agents can
include: angel investors, venture capitalists, private equities businesses, banks, governments, international
organizations, non-governmental organizations (NGOs), asset management companies, pension funds, sovereign
wealth funds and foundations/endowments.

©1S0 2022 - All rights reserved 3
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3.1.17

life cycle thinking

consideration of all relevant environmental aspects (3.1.4) (of a product, asset and activity) and
associated environmental impacts (3.1.5) during the entire life cycle

Note 1 to entry: A life cycle perspective is synonymous and refers to the consecutive and interlinked stages of a
product, asset or activity from inception to end of life, including a circular approach, and is intended to prevent
shifting an environmental burden or creating an environmental externality.

Note 2 to entry: This does not necessarily mean that a detailed life cycle assessment should be undertaken.

[SOURCE: ISO Guide 64:2008, 2.6, modified — Abbreviated term deleted. “asset and activity) and
associated gnvironmental impacts” added to and “(product)” deleted from the definition. Notes and 2
to entry added.]

3.2 Abbrgviated terms

BAT best available technology

EIA environmental impact assessment

ESG environmental, social and governance

GHG greenhouse gas

GRI Global Reporting Initiative

LCA life cycle assessment

SASB Sustainability Accounting Standards Board

SME small and medium-sized enterprise

TCFD Task Force on Climate-related Financial Disclosures

UN SDGs United Nations Sustainable-Development Goals

4 Principles

4.1 Genefal

These prinfiples explain the context in which to address environmental benefits, inclyding
environmenjtal aspeets and impacts associated with projects, assets and activities for the development
of robust, crjediblé’and reliable green finance opportunities.

4.2 Accuracy

Accuracy should be aimed for by carefully evaluating sources and data quality and using appropriate
methods. Bias should be avoided and uncertainty minimized.

4.3 Completeness

All relevant and important information for the intended use should be included, in such a way that no
additional information will substantially change the results of the assessment to the knowledge of
those undertaking the assessment.

NOTE In this principle, “important information” refers to an environmental aspect or impact that is on its

own or in combination with other issues, environmentally significant and material to the viability of the project,
asset or activity.

4 © IS0 2022 - All rights reserved
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4.4 Consistency

Assumptions, methods and data should be applied in the same way throughout the assessment process
to arrive at conclusions in accordance with the purpose and scope of the assessment.

4.5 Credibility

All steps of the assessment should be conducted in a transparent and fair manner, and the information
provided to interested parties should be truthful, accurate, substantive and not misleading.

4.6 Relevance

Identified environmental aspects and impacts, data sources, assumptions, boundaries (temporal
and gpatial) and methods should be appropriate to the needs and meet the known reqyirements of
the intended users. This should take into account life cycle thinking, whereinthe ‘borrower and the
finarfcier should have a common, shared understanding of the entire life cycle 'of the proje¢t, asset and
activlity to ensure that environmental impacts are not unintentionally shifted elsewhere, [mposing an
environmental, social or financial burden.

4.7 | Transparency

Care| should be taken to ensure that objective evidence provided, whether in reponts or other
documented formats, is available, comprehensive and clearly stated.

4.8 | Sustainability

Incorporating an appreciation for the universal .call to balance environmental, social anid economic
outcpmes should underpin any request for finan€ing. This includes consideration of the cqntext of the
requpst as well as concepts such as “do no significant harm”, the protection of biodiversity, [resilience of
ecosystems, decarbonization of human activities and a commitment to a low carbon econoiny.

5 Purpose

The purpose of this document(is to support the exchange of information and communicat{on between
borrpwers and financiers on‘thie relevant environmental aspects and impacts, and the related risks and
oppdrtunities of projects,assets and activities in the context of seeking or providing finande.

Knowledge about ard)understanding the environmental aspects and impacts is important as they
pose|known or pgssible socio-economic consequences. These are of increasing interest tojowners and
managers seeking finance on one side and financiers (such as investors, lenders or insufers) on the
other side.

The valdeffor the borrower of understanding the socio-economic consequences of enyironmental
aspeftsiand their related impacts lies in their ability to present their projects, assets and activities
in a transparent, objective and relevant detailed manner to potential financiers. Taxonomies are an
approach to categorize or clarify the risk and opportunity to support green finance. There are at present
hundreds of options that can assist borrowers and financiers to determine whether an economic
activity contributes substantially to at least one environmental objective. This can assist interested
parties in choosing environmental performance indicators relevant to the project, asset or activity,
such as life cycle thinking criteria, carbon footprint options, etc.

NOTE1 A carbon footprintis defined as the net amount of greenhouse gas (GHG) emissions and GHG removals,
expressed in CO, equivalents (see ISO 16759). More insight on GHGs is provided in ISO 14067:2018.

This evidence can provide the financier with confidence that the potential borrower understands the
risks and opportunities, which addresses at its core, the credit worthiness and ability of the borrower
to service a loan. Presenting objective evidence to the financier can provide a better understanding of

© IS0 2022 - All rights reserved 5
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the environmental benefits and the measures taken by the borrower, which can result in lower interest
rates or other favourable terms and conditions.

The value for the financier of understanding the socio-economic consequence of environmental aspects
and impacts is to have the information necessary to evaluate a potential borrower’s projects, assets
and activities in an efficient and rigorous way. Applying this knowledge will support decision-making
on both sides of the transaction and serve to enhance communication and build trust for the business
relationship. This is not only favourable for the development of robust, credible and reliable green
financial markets, it also supports the ability of the financier to document the non-financial effects of

providing finance.
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Paris Agreenjentl34], the Task Force on Climate-related Financial Disclosures (TCFD)42] and the Uhited N4

evelopment Goals (UN SDGs)[25], See Annex C for additional information.

tion expectations of the financier and the borrower should take into account a numh
der to inspire the cooperation of both parties. The risk and opportunity related to pro
ctivities should be assessed on significance, context and their refationship to mater
nclude life cycle thinking (or a life cycle perspective). Small businesses do not always
tailed data such as information in a detailed life cycle assessment (LCA). One optio
to research generic or publicly available data, which can be in the form of an environ
laration (EPD) or an LCA. Where this is not available,4hé”information requested s}
benefits and costs, using options that are reasonable and practical. The inform
hd provided should use the simplest approach when’small business is involved.

small businesses tend to have limited resources, horrowers and financiers can find that
r publicly available data can provide sufficient infgrmation for assessments.

er will be concerned with more than just.one request for green financing, there is a ned
process for evaluation and due diligence. The financier needs information that enablg
of the relative risk of one request.against the others they receive. Hence there is a ne
level of detail that allows this comparison with some degree of formality and confid
hould find a balance that allows economic activity in a sound environmental manner.
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to Annex D for insight on opportunitiesfer the financier and the small business borrower to collab
on green fipance. If applicable, the-borrower and the financier should consider the GHG emisg
including c¢nsideration of the measurement, monitoring, analysis and evaluation to enhancg
environmerftal performance over-the life cycle of the proposed project, asset and activity.

pund
uted

There are different requirements and cultural norms in the financial infrastructure and systems ar
the world. Aldditionally, there are emerging financing mechanisms such as those enabled by distrih
ledger techrjology, including blockchain, and other more fluid and more open systems enabling the|flow
of capital. The guidanee that follows may be used in part or in whole to foster the development of green
finance in ajunivérsal and ubiquitous manner in more traditional financial systems as well as for newer
mechanisms that are striving to improve and automate the delivery and use of financial services.

Figure 1 outlines a generic process for a request for financing to support the development of green
finance as well as various stages that are expected in addressing the information exchange between the
borrower and the financier.

© IS0 2022 - All rights reserved


https://standardsiso.com/api/?name=dcc82b8453a2b5134d786bf4112e22d7

Key
PAA | products, assets and activities
RFF | request for financing
Figure 1 — Generic process for a requestfor financing to support the development
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6 (riteria for determining the environmental aspects and impacts of projects,

asséets and activities

6.1 | General

Undgrstanding conteéxt is an important concept when determining those environmental pspects and

envifonmental impacts that need to be taken into account when assessing projects, assets ad activities.

Contgxt includes;abjective evidence and assumptions that include internal and external issfies such as:

— ¢nvironmental conditions related to climate, air quality, water quality, land ufse, existing
¢ontamination, natural resource availability and biodiversity, that can either affect the orjganization’s
purpose or be affected by its environmental aspects, including consideration of those |n its supply
chain;

— the external cultural, social, political, legal, regulatory, financial, technological, economic, natural
and competitive circumstances, whether international, national, regional or local;

— theinternal characteristics of the organization, such asits activities, products and services, strategic
direction, culture and capabilities (i.e. people, knowledge, processes, systems).

NOTE The SDGs[35] and other initiatives provide examples of external drivers (see Annex C).

These issues can affect the determination of what is environmentally significant and what becomes
material.
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6.2 Determination of the environmental aspects and impacts of projects, assets and

activities

6.2.1 General

International Standards (e.g. the ISO 14000 family of standards) provide guidance on environmental
indicators and technical methods to evaluate the relevant environmental aspects, impacts and
performance, and enable the comprehensive understanding by the interested parties.

The borrower should identify the beneficial and adverse impacts associated with environmental
aspects that can be of concern or interest in the proposed project, asset and activity. The financier

should confj
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affected in ¥
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rm that the identified environmental benefits are real and achievable, and adverse asj
inaged. All significant aspects should be addressed. The environmental benefits| w
arying degrees by:

bose, size and type of projects, assets and activities, their components on.their assoc

B,
een, unplanned or unintended consequences caused by projects, assets and activities;

r indirect impacts on the environment, including impacts on-bhiodiversity or ecosy

)

e to environmental risks of the proposed projects, assetsand activities.

sets and activities can be affected by phenomena*stich as extreme weather or n
nts (conditions), or consumption of natural resourges or emissions to air, water and s

e the environmental aspects of projects, assets and activities and how they can impag

0 14063:2020 provides guidance on two-way communications with interested parties.

eria to take into account

t explanation of the purpose-of green finance is that it supports any financial transag
roduct or a service, thathas been created to ensure a better environmental outcome.
project, asset or actiyity for which green finance is sought:

erse (negative) impacts on the environment have been reduced;
pficial (positive)impacts on the environment have been improved;
ronmengal performance has been enhanced.

Frower and the financier need to have a common understanding of the issues to be {
and how the criteria are interrelated that enable green finance to occur.

g

hects
11 be
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Both need to have a robust understanding of the synergy that addresses:

their en

the interactions between environmental aspects and impacts;

vironmental significance;

the context in which these occur;

the cumulative effect these have on materiality.

Unless all these are addressed from a systems perspective, assertions that a financial product or service
is green risks being exposed as greenwashing. Whether these criteria and their interrelationships
are misunderstood or ignored, the consequences will affect both parties. It is possible that the
repercussions not only adversely affect the borrower’s request for financing, but they can also have

8
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an adverse effect on the assessment and due diligence process and undermine the reputation of the
financier. The consequences can affect other interested parties as well.

Conversely, a deep understanding of these interrelationships and their interactions can enable
opportunity that is beneficial to both the borrower and the financier. Benefits can also accrue to
interested parties and the jurisdiction in which the project, asset or activity will be located.

Annex A provides an invaluable explanation of the relationship between environmental aspects,
environmental impacts, environmental performance, the importance of understanding significance
and the effect of context in arriving at a decision of what is material for a project, asset or activity. Due
diligence and materiality are described. Whether the user is new to the criteria involved in green finance

orh
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Determination of relevant criteria

Criteria for assessing actual or potential environmental impacts and envirenmental
ojects, assets and activities should be determined by environmental criteria, which
hnex A, and then in consideration of their risks and opportunities, The criteria u

reen finance opportunity.

quest for financing should address what is environmentally significant and materi
ify the environmental objectives to which the projects, a$sets and activities contribu

any potential adverse impacts or effects, and apply safeguards as measures to preclude lg
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vironmental impacts. This evaluation should considér*life cycle thinking that a rob
eliable environmental management system enables,that takes into account, where apf

he sourcing of raw materials;

processing and manufacturing operations+to'produce the product and co-products;

iny relevant transportation;
he use of the product or servicef

he end-of-life fate of the swaste materials or final product, whether this is recq
emanufacture, recycling er/disposal;

he relevant GHG emissions based on life cycle thinking including direct and indirect e

nancing for-very small projects, such as those proposed by small business, typical

envij

pement.

erformance
is explained
sed and the

'mination followed should be relevant whether it is for debt or equityfinancing or in the context of

hl. It should
te as well as
Ss or injury,
ist, credible
licable:

VEry, reuse,

issions.

h the scope of a-project, asset or activity is substantial, such as in the case for infrastructure
cts, a formal ‘environmental impact assessment (EIA) can be required. By contrast, requests

fall under

holds that trigger EIA requirements. In these situations, organizations seeking financing should
'mine-what their environmental impacts are, and which ones are significant and material.
menting this information also helps to enhance the understanding of socio-econoniic effects of
ofunental risks and opportunities for both the borrower and the financier, and should finclude GHG

emissions or the carbon footprint.

An EIA is a tool that can be described as follows:

It may be used to describe any type of assessment of environmental risks in a given context. The

level of detail should be aligned to the scope of the project, asset or activity and take into account the
environmental significance, as it will affect the materiality assessment of the request for financing.

— Itis used for any mandatory assessment of environmental risks to describe the potential or existing

i

EXAMPLE

mpacts.

manufacturing sites or defined parts of a large project.
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There is no single method or universally consistent terminology that is required to help clarify
environmental risks, although it is important to be clear about the method used in the preparation of
the request for financing. An existing formal EIA can serve as useful documentation to accompany any
request to support the due diligence required as part of the economic risk evaluation.

The criteria may include:

— eligibility criteria, such as a taxonomy that characterizes the environmental benefits of project,
assets or activities;

— performance criteria, such as minimum energy performance standards for appliances;

— measurpment of GHG emissions based on the life cycle thinking including direct and indirect
emissiops;

— relevanf standards, regulations, guidelines and best available technology (BAT) dists for [each
country)/region;

— refereng¢e to criteria used for existing and comparable projects, assets and aetivities providing
an explanation of the rationale for inclusion, which can also provide a useful and efficient lipk to
existing reports or data, when applicable.

6.4 Envirjonmental aspects and impacts in the request for financing
The request]for financing should include:

— adescription of the project, asset or activity, including identified environmental aspects and reJated
impactyg, including GHG emissions and other environmeéntal impacts, such as air, water, noise or
waste, gtc.

— compliance obligations, such as regulation, regional, national or international agreements;

— globallyjapplied standards such as International Standards or other green-finance-related protgcols,
such as|labels, national or regional taxenomy, principles, guidelines and conformity assessment
options

— other r¢levant information concerning present and future conditions, such as technical, econpmic,
environmental, geographic, sité-specific and temporal assumptions or projections;

— the critpria used to determiire the significance and materiality of the project, asset or activity as
well as the financial data’to support the borrower’s assertion of its environmental benefits.

Borrowers ghould supporttheir request for financing with as much evidence as possible and reasorjable.
Financiers should adjust their expectations to reflect the value of the funds sought.

EXAMPLE A very small business seeking a loan to buy equipment to increase energy efficiency is likely going
to be limited| to'information provided by the manufacturer. In contrast, a public-private sector infrastrujcture
project is mofelikely to be accompanied by reports prepared by the consortia involved as well as feedback|from
interested parties including governments, citizens and area businesses that will be affected by the project, asset
or activity.

Depending on the scope and value of the funding request, additional documented information may
include:

— potential GHG emissions based on the life cycle thinking including direct and indirect emissions;
— letters of support or concern from interested parties;

— information from the manufacturer or service provider explaining the environmental benefits and,
when possible, supported by a third party or independent reviewer;

— location-based data, such as a map to show the geographic coordinates, a process drawing or a
flowchart;
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pertinent regulations or other compliance obligations.

Letters of support can enable the financier to appreciate the potential of the funds to favour profitability
or prosperity. If there are concerns or adversaries to the request for financing, an explanation of how
these will be addressed should be included, as they can affect the viability of the project, asset and
activity.

7 Assessment of environmental aspects and impacts of projects, assets and
activities

7.1

7.1.1 Purpose of the assessment

Greep financing is an issue that is affected not just by the position of the bdrrower, but
finarcier. Assessment of the environmental criteria should be a mutual oppoxtinity for disq

will

The
are

relevant, environmentally significant and material.

NOTH Examples of environmental benefits include features such as renewable or alternative en
watef-saving technology or plans to increase resilience for biodiversity at the site or a community.

The

envifonmental aspects and impacts and their significance and materiality in addition to t
finarjcial information.

The

General

build trust, which underpins the credibility of the financial community,

purpose of the assessment of environmental benefits for projects, assets and actiy
ynder consideration by a potential financier, is to enable the determination of which

assessment may include quantitative and/or‘qualitative assessments using des

$cope of the assessment should include:

the conditions and status of the project, asset or activity, such as its purpose, boundary, {
Ised or to be acquired, and context;

perational indicators;

the proposed financing scheme and/or financing instrument, e.g. general line of cr
finance loan, loan with-or without collateral;

the presence of government grants or loans;
¢onsideration-of applicable taxonomies;

felevant.standards, regulations, guidelines and BAT lists for each country/region;

also by the
losure. This

ities, which
criteria are

ergy options,

criptions of
he standard

echnologies

pdit, project

the~environmental aspects and associated environmental impacts, and GHG emissio

ns including

direct and indirect emissions;

comparison with environmental performance with respect to other similar projects
activities or baselines, when available;

, assets and

the environmental risks and opportunities related to the socio-economic consequences of the

financing in question, if possible for both the borrower and the financier;
monetized and non-monetized as well as internalized or externalized effects;
the presence of covenants or environmental covenants;

specific initiatives, such as targets that are associated with the SDGs[35] when relevant

© IS0 2022 - All rights reserved
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7.1.2 Greenwashing

Greenwashing is an increasingly relevant and important issue that affects the financing of
green projects, assets and activities. Greenwashing was first coined as a term to address the
misrepresentation, overstating of positive impacts, understating of negative impacts or making false
claims about a company’s products or services. These same challenges are affecting financial products,

which can include:

unverifi

the vali

’Iif}f r\Fgrnpn pannrm:lnr‘n rrnr]nnfia]c;

ed data;

false, vague, misleading, overly optimistic or unverifiable claims, such as unsubstantiated or

the capi
sustain
the deg
the deg

Investments
understand

icity to manage sustainability-related risks;
hbility-related expertise or capacities;
ee of beneficial (positive) impact(s) of business activities or financial actiyities;

ee of adverse (negative) impact(s) of business activities or financial @ctivities.

linked to environmental, social and governance (ESG) are on‘the rise. It is import

nt to

what is offered as a green or sustainable investment. Somecan offer valid environmgntal

efforts to address opportunities such as the reduction or sequestration 0f GHG emissions, a reduction in

the discharg
the effect tH
lead to the [
or intereste

In order to
and activiti
targets base

e of water, or careful management of a nature reserve. Other ESG investments only ad
at nature is having on the asset. Without a clear understanding of the difference, thi
erception of greenwashing, and undermine trust between the borrower and the finai
1 parties.

hvoid greenwashing, the parties involved should strive to represent their projects, a
bs as accurately as possible, aspiring to-conform to sectoral best practices and cre
d on knowledge, expertise and best available science. The presence of a robust, credibl

ress
5 can
hcier,

ssets
dible
b and

reliable envjronmental management system, alighed to ISO 14001, can provide the objective evidence
needed.

7.2 Procegss

7.2.1 General

There are tyvo assessment processes, one for the borrower and one for the financier. Refer to Figtire 1
for the generic process fordarequest for financing.

The borrowger’s assessnient is conducted during the process of preparing the request for financipg to

the financie

The financi

r. It should include the environmental aspects and impacts and determine those that are
environmerftally Significant and material.

r'sassessment is conducted on the request for financing and may include an initial re

iew,

and, if satisfactory, continues when conducting due diligence on the project, asset and activity to be
financed. If the request for financing fails to meet the financier’s criteria, it is returned to the borrower.
The borrower can either provide the additional information needed, withdraw the request or find a
different financier to approach.

The process of assessment for either the borrower or the financier should include planning, information
collection, application of criteria and engagement with interested parties, as well as periodic review,
and reporting, if applicable.

The financier’s request for data should be based on transparency. The financier should give the
borrower the established environmental criteria and the relevant standards.

In support of the principles given in Clause 4, information to enhance trust in communication should be
made available by both the financier and the borrower.
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The financier should make available their concerns regarding environmental aspects and impacts that
will facilitate the inclusion of information needed to be submitted by the borrower. This can include
a link to the financier’s own environmental performance reporting. Further, this should include their
appetite to fund green projects, assets and activities. In addition, it is useful to provide customer reviews
of the financier’s history of green finance, which can occur under rules of privacy and confidentiality.

The borrower should ensure that the financier understands their commitment to improving the quality
of the environment and their pledge to achieve the environmental performance that the request for
financing will enable.

7.2.2 Planning

7.2.2.1 Borrower
The borrower should perform the following steps sequentially or iteratively.

The porrower should define the scope of the assessment to take into acceunt the significance of
envifonmental aspects and impacts, their context and relationship,to ‘materiality. This should
demonstrate life cycle thinking or a life cycle perspective applied to thevalue chain, whichjmay include
a formal LCA in requests for large undertakings.

The porrower should identify sources of information, including/data on environmental pspects and
impdcts, and should include them in the description of the scope.Refer to Figure 1.

Therg should be a determination of the assessment processto understand whether this canbe managed
internally or needs external support.

7.2.2.2 Financier
The financier should perform the following steps sequentially or iteratively.

The financier’s plan should include what-¢riteria needs to be involved in an initial review,|considering
the qcale and type of the project, asset or activity submitted. If the request for financing passes the
initigl review, the financier can proeeed with the due diligence process. Refer to Figure 1.

7.2.3 Information collection

The gources and types of information essential for the assessment of the project, asset or activity should
be identified. The follewing information to be included applies to both the borrowers and the financers.

Sourfes of inform@ation and data can include:

— ¢xisting<énvironmental management system data from operations as well as similar prdjects, assets
and aetivities realized earlier within or outside the borrower’s context;

— ¢nvironmental, engineering or economic feasibility studies, which have been carried out/performed
in preparation of the proposed projects, assets and activities;

— technical and economic information of the project, asset and activities, including adopted
technologies, products, services and the expected level of activity;

— environmental statistics, databases and reports, such as life cycle thinking or an LCA and GHG
report;

— compliance obligations that are relevant, including policy(ies), regulation(s) and standard(s);

— environmental conditions, such ashightide, temperature, humidityand apollenrelease, precipitation
and wind speed;

— environmental risks and opportunities;
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— societal needs and interested party expectations;

— availability and design of green financing instruments.

7.2.4 Interested party engagement

The need to engage interested parties is based on a number of variables. It is unlikely, and of questionable
value, if interested party engagement is needed when the financing sought is for a modest amount to
purchase equipment to improve energy efficiency in a small business. Interested party input should be
included for larger requests for a project, asset or activity, such as an infrastructure project, which can
affect citizenry or pose a significant impact or material risk or opportunity for the financier. The plan
fora interersllfed party engagement should be clearly described including who, what, when, why and how
the engagement will be undertaken for the life of the project, asset and activity.

NOTE IS
Multinationa
interested p4

D 14063, AA1000 Stakeholder Engagement Standard (AA1000SES)[29] and the OECD-Guidelin
Enterprises[3%] are some of the sources of insight providing guidance on the procéss-and cont
rty engagement approaches.

bs for
ent of

7.2.5 Assessment of environmental aspects, impacts and environmental performance

7.2.5.1 Agsessment of environmental impacts

The followiy
methods ca

1g guidance applies to both the borrower and the financien, vecognizing that the assessment

differ.

Id be
ental
hCess
ffect
t the
cier.

The environmental impacts of proposed projects, assets and actjvities, and their significance, shou
described, gnd when appropriate documented. This shouldinclude a description of the environm
aspect(s) ard associated environmental impacts relatedsto the activity, product, service or pr
when submitting a request for financing. Significant environmental impacts that are material can 2
the financief’s decision when determining the viability of the request for financing. They can affed
risk of the project, asset or activity, and the reputation or credibility of the borrower and the finan|

Thereisno 4
They can bej
historic dat{

ingle method for determining ogassessing significant environmental aspects (see Anng¢x A).
quantified by direct measurements, calculations or estimations that can be verified (ising
) or validated (using scenarig'analysis).

Determinin
being consig

It is recogn
extreme we
of available

b significance first serves as an important baseline for a project, asset or activity t}
lered, as this will afféect the financier’s determination of materiality fundamentally.

zed that financial risks are increasing due to acute causes such as natural disaste
hther events-associated with climate risk. Other financial risks are due to chronic ovg
natural capital, such as water, biodiversity and the devaluation of ecosystem servig

general. Al
developme

ng withthese financial risks, environmental regulations and low-carbon energy m
s are.creating stranded asset risks that can negatively affect both market valuatior

1at is

r's or
ruse
es in
hrket
and

the fundaméntal resilience of business models. Financing such products, assets and activities thergfore

entails mucl higher risks and can cause systemic risks through devaluation.

Examples of negative effects on asset values are given below.

NOTE Examples were prepared based on scientific reports or publicly available information.

EXAMPLE1 California’s largest utility, Pacific Gas and Electric (PG&E) faced more than USD 30 billion in fire-
related liability costs between 2014 and 2018, forcing it into bankruptcy. In its 2019 SEC report filing, PG&E[31]
(or “the Utility”) stated, among others, that: “If the Utility’s facilities, such as its electric distribution and
transmission lines, are determined to be the substantial cause of one or more fires, [...], the Utility could be liable
for property damage, business interruption, interest and attorneys’ fees without having been found negligent. In
addition to claims for property damage, business interruption, interest and attorneys’ fees, the Utility could be
liable for fire suppression costs, evacuation costs, medical expenses, personal injury damages, punitive damages
and other damages under other theories of liability, including if the Utility were found to have been negligent.”
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EXAMPLE 2 In March 2018, the ratings agency Moody’s warned[32] that the water crisis in Cape Town, South
Africa, would drive the city’s long-term capital and operating needs sharply upwards and would likely negatively
affectall of the city’s economic sectors. Reuters reported[32] that the drought also threatened to cut Western Cape
Province’s agricultural output by 20 % in 2018 and slow South Africa’s overall economic rebound. Cape Town
generated nearly 10 % of the country’s gross domestic product in 2016, however, the financial and economic
effects of the drought will be felt at the municipal, provincial and national levels for multiple years.

EXAMPLE 3  The floods in 2011 in Thailand were especially severe, causing estimated economic losses of
USD 30 billion and insured losses of USD 12 billion. Insufficient management of the main dams in Thailand led
to flooding and the release of yet more water. This further exacerbated the flooding, which caused extensive
damage to homes, sites of historical interest and industrial estates run by large multinational companies. The
impact on these and other manufacturing companies created a global supply chain shortage, especially affecting
autorfiotive and 1T Industries worldwide.

EXAMPLE4  The German electric utility RWE was forced in 2018 to halt a locally approved \€xpansion of its

lignit
to RV
rendg
Furth
local
shutd
the s

Green Finance strategy and its commitment to achieving the Paris climate' mitigation goals. Refe
's that are available as open source or from public reports for more‘details of these discussion$

pape

7.2.5

The
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The ¢bjective evidence that indicates or proves that the project, asset and activity will enabl
onmental performance can be determined through comparison between existing prajects, assets

envil
and {
can k

NOTH
envirn
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For 9
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e excavation activities into the neighbouring Hambach forest. A court found that by, grant
VE’s expansion plans, the local council had ignored important environmental characteristig
r the forest an “area of high environmental relevance” under the EU Habitat$\and Birds I
ermore, RWE had breached the revised EU’s EIA Directive, by failing to provide sufficien
interested party engagement. With the German government now havingmandated a gradu
own until 2038, investors have started to price in the risks of RWE’s continued legal liabilit
randed asset risks arising out of Germany’s domestic decarbonization polices and the EU’s G

.2 Assessment of environmental performance

broposal from a potential borrower seeking greetfinance for a project, asset or act]
ess the potential for significant environmental performance improvement, measurabl

make it unique or distinctive, commensurate-with the opportunity.

\ctivities or a baseline scenario.(Ifjthe request for financing is for new technology, the|
enefit from a report that praovides evidence of the stated benefits.

ISO 14034 offers insight on how to confirm credible, reliable and independent att
onmental technology.

h developing a baseline scenario, which attributes the assumptions, values and
care should be‘applied to select appropriate criteria to ensure that environmental {
ovements and reduction of adverse environmental impacts are not overestimated.

ing approval
s that would
irectives.[33]
[ avenues for
1l coal power
es as well as
reen Deal, its
r to research

b.

ivity should
y reduce the

Fiated significant and adverse impacts, or prdvide evidence that it offers environmental benefits

P Or improve

assessment

ributes of an

procedures
erformance

hot uncominon to characterize unintended consequences in a project, asset or activity as a risk.
ome, this infers a negative outcome. To avoid situations where unintended consequehces are not
erly.considered, the use of life cycle thinking and climate risk analysis, through scengrio analysis

or simple brainstorming activities, or modelling programs for policy simulators, can bring these to light.
The intent behind green finance is to bring forward innovations, whether they are new technologies,
new products or new services. These represent opportunities to reduce adverse impacts to the
environment, improve environmental performance of an existing process, or introduce innovative
products or services.

Annex C includes a few initiatives, such as En-ROADSI4!] and Project Drawdown[32], which can assist the
borrower or the financier in this assessment.

7.2.5.3 Assessment of environmental aspects and associated risks and opportunities

Significant environmental aspects and associated risks and opportunities that can affect the financing
of the project, assets or activity should be identified and included in the assessment.
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Examples of associated risks and opportunities can include:

failure
changeq
subsidig
increas

Associated
goals, and 4
financier sh
financing is

7.2.6 Revij

The results
intended pu

The review
(variation
financing
Refer to Anij

The review
the bou

the envi
assesse

the dat4

the elen
taken a

any con

fd

increases in GHG emissions including direct and indirect emissions;

cost overruns, requiring an extension of a loan or additional financing;
competition from similar projects;

changes in regulation, such as changes issued by central banks or security commissions;

) )

in trade agreements, such as the imposition of tariffs;
S or government grants;

s in habitat preservation through improvements in environmental impacts.

ffect the viability of a project, asset or activity for either the borrower or financier
ould assess the financing proposal as a whole and make sure the decision to ady
sound.

lew

pf the assessment should be reviewed to ensure that the project, asset or activity meef]
rpose.

can be done by scenario or sensitivity analyses, including appropriate data on uncert
nd bias). A review can follow a simple, approach to reduce the cost of the reques
r the financier and support the development of a level playing field for a SME borr
lex D for insight on opportunities fof the financier and the SME borrower.

Should examine the inputs to the assessment to ensure:
hdaries are as defined in the'scope of the assessment;

ronmental criteria andyelated indicators and impacts are adequately selected and accur
;

sources are tfageable, credible and complete;

nents to be reviewed and what they are related to, i.e. baseline data information, meaj
nd perfermance outcome(s);

straints (e.g. data gaps) have been identified;

negative effects of a construction project on the economic viability of neighbouring businesses;

[isks should be considered as they can alter the projected economic targets and financial

The
ance

s the

hinty
t for
DWer.

ately

ures

double counting is avoided;

exception is supported by relevance for the assessment.

7.2.7 Doc

umentation

The following information should be documented:

16
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descriptions and justifications about the methods used in the assessment;

the data sources used;

of qualification and expertise of the assessment team;
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the assumptions, extrapolations and simplifications made.

If an EIA has been undertaken to support the financing of a project, asset or activity, the report should
be included.

7.2.8 Assessmentreport

The report of the assessment should strive to use plain language, avoid unnecessary jargon and include:

the purpose and intended use;

the proiect asset or activitv assessed:
r J 4 4 4

the type of green finance sought;

the taxonomy or exclusions used in financial instruments, where appropriates
felevant standards, regulations, guidelines and BAT lists for each countryj/region;
the environmental aspects and associated impacts assessed;

the environmental performance and improvement assessed;

the environmental impacts, associated risk and preventivesmeasures assessed;

dccuracy, transparency, completeness, credibility andiconsistency of data, including
¢ertainty in light of the intended application and the %ay in which data are monitored;

yhich interested parties were engaged and hows

the assessment method(s) applied;

data sources and references used, including references to reports or databases;
the reference situation or baseline,when relevant;

any limitations in applicability of the determined value(s);

gny other relevant assumptions made;

a third-party assurarice report, when appropriate.

7.2.9 Progress report

Both|the borroweér and the financier should maintain communication once the funds have bd
borrowervand the financier will benefit from periodic reporting to maintain tru
repoftingiiwhich is sometimes referred to as “post-issuance reporting”, is intended to ens

The

the level of

enreleased.
5t. Progress
ure that the

progress report should include:

what percentage of funds is allocated for the intended purpose;

how the unallocated funds are managed;

schedule of funds allocation for the intended purpose;

the progress of the impact to the environmental issues;

explanation of the gap between the forecasted and the actual impact;

modified forecasted impact, if appropriate.
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The borrower and the financier will benefit from periodic reporting, at least annually, to maintain trust.

7.2.10 Credibility of information

Both borrowers and financiers should consider methods to ensure the credibility of information they
provide. The methods may include, but are not limited to:

— third-party assurance report;

— internal auditing report;

—  external nndlhng report;

— inclusiopn of environmental covenants in the debt contract.

18 © IS0 2022 - All rights reserved
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Annex A
(informative)

Relationship between environmental aspects, environmental
impacts, environmental performance, significance, context and

materiality

Greeh finance addresses the opportunity to finance projects, assets and activities that reduce adverse
environmental impacts, support beneficial environmental impacts or drive environmental performance
imprpvements. Figure A.1 shows the general relationship between the borrower’s rold to identify
envifonmental aspects and the associated environmental impacts and the fintancier’s c
of thjis information when deciding whether to finance a project, asset and, aetivity. It als

inter]
dimi

Signij
proc
both
sligh
throt

face when factors can be added to the determination of significance, but they canno
hish or downgrade the physical basis.

bss. This annex explains each concept and their relationship. It is important to fully
concepts in a green finance context as their use is evolyving. At this time, their interp

igh the lens of traditional finance practices.

Financier’s role and respo

Borrower’s role and responsibility

nsideration
b shows the
[t be used to

ficance and materiality are two important concepts that needto be taken into acdount in this

understand
retation can

tly vary depending on whether they are viewed from the environmental management lens or

hsibility

|
|
|
|
Finance |
; ; i project,
I_dentlfy D‘etermme Detgrmme Determine asset I
epvironmental |— environmental environmental P oEn I
. R materiality activity
aspects impacts 2 significance |
|
Environmental |
impacts, legal and I
reputational risks
and opportunities :
|
|
______________ -
3 Identify beneficial (positive) and adverse (negative) impacts, as well as direct and indirect impactg, capturing
upstreamand downstream concerns.
Figure A.1 — Relationship between environmental aspectsand environmentalinipacts of

projects, assets and activities

“Significance” is the term that environmental experts and interested parties use to describe what
matters environmentally or ecologically and is applied to environmental aspects and impacts.
Environmental aspects are commonly described with phrases such as the “use or generation of a
material”, an “emission” or a “release to a medium”. Environmental impacts focus on change(s) to the
environment and are often described in terms of the scale, severity, duration or exposure that result.
There is a cause-and-effect relationship between aspects and impacts, so it is important to understand
which environmental aspects result in significant environmental impacts. Environmental aspects can

be m

©ISO

anaged by humans. Impacts are nature’s response.
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Significance is often seen as a complex concept that requires differing levels of scientific, technical or
management knowledge. There is no single method for determining significant environmental aspects
or impacts. However, the method and criteria used should provide consistent results.

Environmental criteria are the primary and minimum criteria for assessing environmental aspects
and determining which are significant. Criteria can relate to the environmental aspect (e.g. type,
size, frequency) or the environmental impact (e.g. scale, severity, duration, exposure). Impacts can be
event-related or acute, or they can be chronic, and can be the result of accumulated impacts that have
widespread impacts. As impacts are contextual, they can either occur in a small, localized area or be

widespread with regional, national or global consequences.
EXAMPLE 1 Aleoeatio a—Previd abitat-to—various—species—ofanimals—orplants—which-are—eomrmpn or
unique to a specific ecosystem. Documenting the location of the aspect and impact and providing the fingncier

with photogn]
value of the {
project, asset

Other envir

aphs of the location can be a simple but efficient and effective means of communicating thepo
roject, asset and activity. This location can be directly associated with the request for* firmancg
and activity.

bnmental impacts are global in nature. GHG emissions emitted anywherejin the world

Kitive
for a

from

sources such as industrial sites, vehicles and supply chains accumulate in our shared atmosphere.

GHG emissi
simulations
these broad

Not all envin

ns collectively are significant as they contribute to climate change.Fhere are model

b and

available that can help both the borrower and the financier deveélop an appreciation for

br risks and opportunities that can affect a project, asset and aétivity.

onmental impacts are equal in terms of the consequencegthey have. Some can be signif]

in minute qiantities. Some impacts are obvious; others can barely:be perceived by the human eys

they can be

detected by touch or smell. In other situations, there can be many impacts, but ev

higher quantities these are relatively benign as they are temparary.

EXAMPLE 2

can be emiss
one vehicle d
chemicals ar
fuelled vehic
atmospheric

Not all envi
carbon to bg
financing ofj

Environmern
profound ef]
use an activ|

Additional ¢

Consider the operation of driving a gasoline powered vehicle. One of the environmental as
ons that contain a blend of gaseous chemicals,.iricluding carbon dioxide (CO,). The emissions
n its own may not be considered significant-in isolation. However, when CO, and other ga
b released into the atmosphere, it causes<impacts such as air pollution, and there are many
es in the world. Emissions of CO, and other GHGs negatively impact the environment by incre
roncentrations of gases that cause gloebal warming.

ronmental impacts are negative. Some can be positive. For example, tree planting en
sequestered in the soil, which is why tree planting options are popular and can be a d
portunity.

tal impacts and the“environmental performance of organizations upstream can h:

icant
e, but
bn in

pects
from
Eeous
' gas-
asing

hbles
reen

ive a

fect on the risks-and opportunities of those downstream. The way customers and cliients

ity, product oréservice can have an effect on the ability of the borrower to repay.

riteria may’be used to determine significance, although it is not acceptable to use {

hese

other criterfa to downgrade an aspect that is significant when taking the impact(s) into account. For
example, if an environmental aspect is not considered significant in of itself, or in isolation, it can be
considered §ignificant when combined with other aspects ifit reaches or exceeds a threshold that njakes
it significant-ahd-material—Otherissues-eaninecludelegal requirements—or-the-eoncerns-efinterésted
parties.

NOTE1 Taken from ISO 14001:2015, A.6.1.1 and A.6.1.2, and modified.

EXAMPLE 3  There is growing acceptance of the phrase “do no significant harm” in policy, standards and

regulatory initiatives that are involved in framing the discussion and growth around green finance for transition
initiatives or sustainability. This concept emphasizes the importance of evaluating trade-offs when considering
the environmental benefits of a project, asset or activity, and guarding against outcomes that, viewed holistically,
are not sub-optimized. In a management process, environmental objectives follow the determination of aspects
and impacts.
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Well written policy or legal documents can include caveats applied to a request for financing that the
proposed project, asset and activity should:

contribute substantially to one or more environmental objectives;
not undermine the achievement of any of the other environmental objectives;

be carried out in compliance with minimum safeguards, with some reference to the concept of a just
transition, where environmental sustainability as well as decent work, social inclusion and poverty
eradication are considered;

comply with technical screening criteria.

efinition of
oard (IASB)
bt can assist

The |determination of materiality, just as significance, is not an exact science. The \q
matgdriality is evolving in the financial world with the International Accounting Standards B
playing a leading role. The following text explores its current situation and how the.conce
with|the development of green finance.

NOTH
the t1

2 TheIASBis affiliated with the International Federation of Accountants (IFAC), which off
aditional view of materiality.

brs insight on

ESG

mate
is to
finar

aspects are increasingly viewed as material to financial ,decision-making. The
riality primarily functions as a filter through which management sifts information.

cial statements. The concept of materiality is widely applied when describing both f

make sure that non-financial information that can influence‘investors’ decisions is in

concept of
[ts purpose
cluded with
nancial and

non- nformation,

but 4

financial information. Materiality applies not only to,the'structuring and disclosure of
Iso to decisions about recognition and measurement.

Whe
circy
factd
the c
inco

h making materiality judgements, organizations need to consider a range of facts and
mstances, including both quantitative factors+{e.g. how big the amount involved is) andl qualitative
rs identified by internal as well as external interested parties (e.g. the specific circuE:\stances of
pmpany). When materiality assessments.are not performed adequately, they result in inconsistent,

plete or misleading disclosure.

In environmental management, sighificance is a core requirement of environmental

impdcts. Efforts are underway tovbetter align this concept with the double materiality ap
double materiality approach considers both the effects that any projects, assets and ac
have|on environmental objectiVes and vice versa, how changes to the environment affect
asset or activity being fimanced. For example, where the financial costs of addressing risk|
with|significant environmental aspects and impacts exceed the economic viability of th
operftion or impleméntation of a project, asset or activity, assets, can become stranded. In
the market disdains.support, whether the risks are founded in significant environmental in
perception thatithe project, asset and activity will do significant harm. Stranded assets canfresult when
the 1jisks associated with a project, asset or activity are deemed as significant when enyironmental
remgdial actions are either physically or biophysically impossible, or financially prohibitivg.

hspects and
proach. The
tivities will
the project,
5 associated
e continued
rhis context,
pacts or the

Both| borrowers and financiers need to take into account other risks in addition to enyironmental
risks and be cognizant where aspects are addressed in regulation. There can be a direct economic,
technological or financial risk related to the project, asset and activity. This relationship can result in
financial risk or exposure that changes the degree or perception of risk. The project, asset and activity
can also raise concerns about reputational risk or societal concerns tabled by interested parties.
While these other criteria cannot be used to downgrade an aspect that is significant based on its
environmental impact, they can change the risk affiliated with the request for financing.

The challenge for the borrower and the financier is to come to a mutual understanding of what is
environmentally significant relative to the project, asset and activity for which green financing is
sought, and what is material.

Greater ecological or environmental literacy is needed so that borrowers, financiers and interested
parties learn and respect the fact that our social and economic systems are completely interdependent
on the health of the planet’s natural capital. While there has been much attention on climate change and

©1S0 2022 - All rights reserved 21


https://standardsiso.com/api/?name=dcc82b8453a2b5134d786bf4112e22d7

ISO 14100:

2022(E)

the financial risk it is causing, pandemics can be linked to the critical loss of natural habitat and zoonotic
transmission of disease caused by human populations living in closer proximity to wild animals. Hence,

all financial

transactions need to take into account environmental impacts and performance.

There are some useful sources of knowledge on ecological literacy and how these can be leveraged to
minimize the risk associated with advancing projects, assets and activities so that their development is
aligned with the laws of nature. It is important to understand not only the nature of these impacts but
also how they can affect the viability of a green finance opportunity. In addition to traditional areas of
risk, the reputation of either the borrower or the financier resulting from implementation of a project,
asset or activity can affect both immediate and future requests for financing.

o £l 4+ Licle 1o Jd €3 H £ Thalictia i s
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Annex C co
and not exh

More insig}
determinati
There is no

Figures A.2]
significance]
degree of sif

Context is

perceived i
requiremen
makes the d

hustive.

1t on projects, assets and activities, significance and materiality is useful. T
pns are challenging as they are highly sensitive to the context in which they are fi
simple, single method for determining significance or materiality.

A.3 and A.4 and Table A.1 provide a general understanding of therelationship bet}
and materiality, including the concept of double materiality. As previously explained
bnificance is not lessened by other factors prior to the determination of materiality.

sensitive to a number of factors, including other envirernmental issues, expressg
terested party viewpoints and their effect on an organization’s reputation and regul
[s. There is no exact number, no perfect equation and.no consistency in perception|
etermination of significance or materiality absolute ot'¥epeatable. Materiality is detern;

by taking in
a matter of j

fo account what is deemed environmentally signifieant within the specific context. Bot
dgement.

hese
und.

veen
|, the

d or
hitory
that
lined
h are

Figure A.2 illustrates the generic relationship between‘degrees of significance and of its relatiopship
to materiality. The double materiality concept covers two-way financial and non-financial mater
related to climate and environmental risks. It expresses the effect that climate and environment
ncial and corporate projects, assets.and activities and, vice versa, the impact that financial
and corpordte projects, assets and activitiesshave on the climate and the environment.

have on fing

NOTE3  E¥
environment|
For example,
services have
to the impact

rery financing or investment-decision has an impact, whether positive or negative, ol
which can in turn affect the\organization. This dual situation is considered as a “double materi{
how climate change affeets the value of a company and how a company’s activities, produ
an impact on the climate can be improved by reducing GHG emissions, which reduces vulnerd
s of climate change'and increases resilience (see ISO 14097).

ality
risks

h the
lity”.
'ts or
bility

22

© IS0 2022 - All rights reserved


https://standardsiso.com/api/?name=dcc82b8453a2b5134d786bf4112e22d7

ISO 14100:2022(E)

Materiality

Degree of significance Context scope

Materiality is a function of significance
and context
materiality = f (significance, context)

Sovereign

Regional Sectoral

National

Significance
impacts

materiality [
Social,
SRVironmen tal

Financial
Organizational

r-—-———"""""""-"""—""—"—"="—"—"=—"———=/17

Subnational
Some jurisdictions express the concepts

Local of significance and context and their
interrelationship as “double materiality”

Asse@l/
(produ% ts

an ies)
N)

-

Figure A.2 — Relationship of significance, context and materiality, with double ma

considered

e A.3 describes the degrees of significance that range’in/impact from local to glol
g the explanation of significance earlier in this annex.

Degrees of significance

Regional

Subnational

teriality

bal systems,

Key

Globgl Thi$ degree of significance generates global environmental impacts, which is reflected i1} the
potential for contextual issues to be global in scope.

Regidnal This degree of significance generates regional, often transboundary, environmental impacts, which is
reflected in the potential for contextual issues to be regional in scope.

National This degree of significance generates mostly national, seldom transboundary, environmental impacts,
which are likely most relevant to context within the “sectoral” and below.

Subnational This degree of significance generates mostly domestic and regionalized environmental impacts,
which are likely most relevant to context within the “organizational” scope and below.

Local This degree of significance generates mostly domestic and local environmental impacts, which are
likely most relevant to context at that the level concerning “asset” and below. (“Asset” represents
projects, activities and assets.)

NOTE It should be understood that the issues affecting context do not limit the degree of environmental

significance determined by the borrower or the financier. Each element can be determined individually, although
the product of their interactions can affect materiality in profound ways.

©ISO

Figure A.3 — Degrees of significance

2022 - All rights reserved

23


https://standardsiso.com/api/?name=dcc82b8453a2b5134d786bf4112e22d7

ISO 14100:2022(E)

Figure A.4 describes the scope of context at different scales, affecting individual projects, assets,
activities, organizations, economic sectors and sovereign countries.

Context scope

Sovereign

Sectoral

Organizational

Asset

(products, assets
and activities)

Key

Sovereign The context scope takes into account internal and external issues that have global or system-fwide
consequences, whether acute or chronic, and processes that can affect any financial public o
private interested parties, lenders and borrowers, in some shape/or form.

Sectoral The context scope takes into account internal and external iSsués that have specific sector-related

consequences, whether acute or chronic, and processes that can affect any public or private
financial interested parties, lenders and borrowers, in $ome sector-wide shape or form.

=

The context scope takes into account internal and extétnal issues, whether acute or chronic, gnd
processes that can affect any public or private financial interested parties, lenders and borroers,
which emanate from and around an organizational portfolio or structure.

Organizationg

Project, asset| The context scope takes into account internal ‘and external issues, whether acute or chronic, aind

or activity processes that can affect any public or private financial interested parties, lenders and borroyvers,
but are predominately focused on a specific asset without directly or substantially affecting d
impacting other projects, activities. or/assets.

—

Figure A.4 — Context scope

Table A.1 i]lustrates the interactions of these three concepts. Borrowers and financiers should
understand |the importance of addressing these issues in preparing green financial agreements.
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Annex B
(informative)

Relevant International Standards useful to the borrower and the

financier

B.1 Gene€

This annex
other Intery

environmental criteria or processes useful in the development of green finance opportunities. EJ

presented b
sections cal
definitions,
utility of the

B.2 1SO 1

Title: Envirog

ral

outlines the existing environmental standards in the ISO 14000 family of standards
jational Standards that the borrower and the financier can find useful when ‘addre

y their titles and can be reviewed on ISO’s Online browsing platform (OBP) where ce
1 be viewed for free (Foreword, Introduction, Scope, Normative feferences, Termg

Bibliography). These references are supported by a brief explanation that highlight
standard for borrowers and financiers to advance the developnient of green finance.

4001

nmental management systems— Requirements with guidance for use

Utility for b
formalize a
and reliabl

confidence that the borrower has good control mechanisms in place. Small businesses typically d
know of or fise ISO 14001. However, if a small busitiess is seeking finance to improve some elems
their business, it is possible they have employed-other mechanisms that are satisfactory relative t

risk or opp

NOTE Us
management

B.3 1SO 1

Title: Envirog

prrowers and financiers: ISO 14001 can be used<in part or in whole to help an organiz
d improve its management of the environmeiit. Organizations that have a robust, cre|
environmental management system in place can provide the financier with addit

tunity they represent.

ing ISO 14001 does not assure-a‘financier of the environmental benefits of products or servi
system is focused on the processes that are involved in operating the business.

4007

nmental management — Guidelines for determining environmental costs and benefits

Utility for

determining envirenmental costs and benefits. It is more likely that organizations large enou
engage or gmploy a professional accountant to assist with their request for financing will fin
guidance usgfdl. It is unlikely that this document will be known or used by small businesses.

orrowers)and financiers: This document can provide both parties with a proces|

and
5sing
ch is
rtain
and
5 the

htion
dible
ional
b not
nt of
o the

res. A

s for
rh to
1l the

B.4 1SO 14008

Title: Monetary valuation of environmental impacts and related environmental aspects

Utility for borrowers and financiers: Organizations that are interested in providing evidence of
comparable projects, assets and activities can find that research utilizing the guidance in this report
useful. It is more likely that organizations large enough to engage or employ a professional accountant
to assist with their request for financing will find the guidance useful. It is unlikely that this document
will be known or used by small businesses.
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B.5 IS0 14020

Title: Environmental labels and declarations— General principles

Utility for borrowers and financiers: The guidance provided covers principles for the development and
use of environmental labels and declarations. It is not unusual for statements or claims to be made
that are unsubstantiated or are driven by good intentions, market goals, but not by good science or
accuracy. When these occur the associated product, asset or activity may be branded as greenwashing.

B.6 1SO 14030-1

Title} Environmental performance evaluation — Green debt instruments — Part 1: Process forlgreen bonds

Utility for borrowers and financiers: ISO 14030-1 provides specific requirements for;determining the
eligibility of green bonds and associated reporting and disclosure requirements,

B.7 | ISO 14030-2

Title} Environmental performance evaluation — Green debt instruments<="Part 2: Process for|green loans

Utility for borrowers and financiers: The purpose of ISO 14030-2.is to address green lendipg activities
as well as borrower and lender responsibilities and requirenients for the wholesale and |retail green
loan [markets. It provides specific requirements for lender and borrower responsibilitigs related to
additional documentation, loan refinancing and disclosureyAlignment with the Green LoaLr)l Principles
is achieved by using ISO 14030-2 with requirements>concerning banking intermediatipn between
borrpwers and debt instruments in the following ways:

— Tfor corporate wholesale banking, the specific requirements to develop green loans focus on the
lender/borrower agreements regarding the environmental performance of the project, assets and
jctivities, rather than on the issuer of green loan.

— For retail banking, the specific requirements to develop green loans focus on the use pf proceeds,
tthe process for project evaluation-and selection, management of proceeds and verificatjion.

B.8 | ISO 14034

Title} Environmental mandgement — Environmental technology verification (ETV)

Utility for borrowersyand financiers: ETV provides a credible and impartial account of the gerformance
of environmental~technologies. The information obtained from statements of reports of ETV
concerning the\énvironmental performance of technologies and environmental impact cap be applied
to the decision‘making of green finance. Improving the environmental performance of a pjroject, asset
or adtivity/is one of the considerations for promoting the development of green finance] When new

technalegy or new applications of an existing technology presents an opportunity, its acceptance and
the ctﬁmmmmmm i i TSt TSt i i i borrower in

that the financier can sometimes offer more favourable terms and conditions.

B.9 ISO 14040

Title: Environmental management — Life cycle assessment — Principles and framework

Utility for borrowers and financiers: ISO 14040 provides insight on the techniques that are involved in
LCAs. An LCA can help identify opportunities to improve the environmental performance of products
at various points in their life cycle. It can be used to inform decision-makers in industry, government or
non-government organizations (e.g. for the purpose of strategic planning, priority setting, product or
process design or redesign), It can help users with the selection of relevant indicators of environmental
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performance, including measurement techniques. It can also aid in developing marketing claims or
producing an environmental product declaration.

B.101SO 14044

Title: Enviro

nmental management — Life cycle assessment — Requirements and guidelines

Utility for borrowers and financiers: ISO 14044 covers LCA studies and life cycle inventory (LCI) studies.
It specifies requirements for conducting an LCA and provides guidelines to help the user establish the
scope and goal, phases of an LCA and reporting, including other more detailed elements to enable a

thorough un

dorcfnnﬂihg ofthe life I‘yr‘]n ofa prnﬂnt‘f

B.111S0O 1

Title: Enviro
in organizat

Utility for b
theuse and
component
useful infor

B.121S0 2
Title: Guidar
Utility for b

or taken in 4
request for {

B.131SO/TR 32220

Title: Sustai

Utility for Y
in the field
understand

4053

nmental management — Material flow cost accounting — Guidance for phased implement
fons

rrowers and financiers: ISO 14053 provides both parties with guidanee on how to qua
Costs of materials and associated resources in a process. Where matetials use is a signif]

mation on significance.

6000

ce on social responsibility

brrowers and financiers: ISO 26000 provides;a great deal of insight that can be consig
ccount by either the borrower or the financier if they deem this is important to suppof
inancing or the assessment of the projegct, asset and activity.

nable finance — Basic congepts and key initiatives

bf green finance and sustainable finance. The borrower or the financier can refer to
ng of key terms @nd their meaning.

ntion

ntify
icant

bf the project, asset or activity for which financing is sought, the*use of ISO 14053 can add

ered
t the

orrowers and finangiers: ISO/TR 32220 provides a collection of key terms and souirces

it for
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Annex C
(informative)

Initiatives that support borrowers or financiers in the

development of green finance

C1

This
borr
gree

imp4dcts that are significant. This knowledge is needed to determine their matetiality for prg

and 4
aspe
thein
the f]

reprg

SME;$.

C.2

The
(UNH
aglo
to lif
the 4
with
mobi
build

counries, in line with theif_own national objectives. The agreement also provides for 3

trang

Utilit
flow
finar
activ
will
targg

General

annex outlines a small selection of the existing initiatives by other entities that can
bwers or financiers to improve or augment their understanding of the importance o
n finance initiatives. These initiatives can assist with understanding environmental

ictivities, providing context of the growing expectations for better management of en
Cts, impacts and performance. The user is encouraged to investigate other initiativeg
respective situation, noting that many of these initiatives favour the larger organ
inancial community. Most initiatives are not commonly knewir or used by small bus
esent approximately 95 % of the global business market.{Refer to Annex D for furthg

2015 Paris Agreement

Paris Agreement(34] builds upon the UnitedsNations Framework Convention on Clin
CCC). Its central aim is to strengthen the global response to the threat of climate chang
bal temperature rise this century well\below 2 °C above pre-industrial levels and to py
hit the temperature increase even further to 1,5 °C. Additionally, the agreement aimg
bility of countries to deal with theiimpacts of climate change and make finance flow
a low GHG emissions and climateresilient pathway. To reach these ambitious goals,
lization and provision of findncial resources, a new technology framework and enhan
ing is to be put in place, thus supporting action by developing countries and the mos

parency framework(or-action and support.

y for borrowersiand financiers: One of the aims of the Paris Agreement is to make
b consistent with a pathway towards low-emissions, climate-resilient developme
ce with the‘agreement will bring pressure to move financing away from projects
ities conSidered carbon-intensive and drive climate action. It provides a roadmap for

be used by
f developing
aspects and
jects, assets
yironmental
relevant to
zations and
ness, which
r insight on

nate Change
e by keeping
rsue efforts
to increase
s consistent
appropriate
red capacity
t vulnerable
n enhanced

all financial
nt. Aligning

assets and
how finance

scale Upa process to ensure finance is evolving in line with mitigation ambition, incliiding future

ts:

C3

UN SDGs

The SDGsl32] set forth 17 goals and affiliated targets for governments as a global agenda for sustainable
development in order to enhance the resiliency of the world by 2030. While geared to national
governments, other levels of government and private sector organizations have chosen to work to meet
one or more of the goals.

Utility for borrowers and financiers: Both borrowers and financiers are encouraged to read the SDGs
and determine which one(s) at the target level relate to the project, asset or activity for which funding
is sought. Inclusion of this information can support greater transparency, facilitate communication
between parties and enhance trust.
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C.4 Equator Principles

The Equator Principlesl3¢] are intended to serve as a common baseline and framework for financial
institutions to identify, assess and manage environmental and social risks when financing projects.
Large infrastructure and industrial projects can have adverse impacts on people and on the
environment. Signatories commit to implementing the Equator Principles through their internal
environmental and social policies, procedures and standards for financing projects. Signatories will
not provide project finance, project-related corporate loans to projects or project-related refinance and
project-related acquisition finance to projects which do not comply with the relevant Equator Principles
requirements.

The Equatoy PTINCIPIES are atso SUpportive of the 2015 Parts Agreement >+ and the SDGSHET

pd at
iples

Utility for Horrowers and financiers: Borrowers seeking funding for project capital costs(valu
USD 10 milliion or more can review which financial entities are signatories to the EquaterPring
and ask for details from the financial entity in order to prepare their request for financing:

C.5 Glob

GRI[3Z] is an
1997. Its mi
everyone.

al Reporting Initiative (GRI)

since
s for

independent international organization that has advocated sustainability reporting
5sion is to empower decisions that create social, environmentaland economic benefit

The GRI Sugtainability Reporting Standards (GRI Standards) are widely adopted global standards for

sustainabili
world’s larg

with revenues larger than the GDPs of entire countries and supply chains that stretch the globe.

Utility for K
accountabil
As with oth
include SMH
barrier to sy

C.6 Sustj

The SASBI3{
and ratificaf
Internationd
which in tu
Standards B

SASB’s miss

[y reporting. According to a 2017 survey by an interhational accounting firm, 93 % d
est 250 corporations reported on their sustainability performance, including comp

orrowers and financiers: The practice of\disclosing sustainability information ins
ty, helps identify and manage risks, and-enables organizations to seize new opportun
er initiatives in Annex C, GRI can bejaligned with the SDGs[33]. While GRI is intendi
s in its reporting process, its methodology and number of indicators remains a resd
naller enterprises.

pinability Accounting Standards Board (SASB)

bl is an independent'standards board that is accountable for the due process, outc
ion of the SASB standards, including any changes to the standards. SASB merged wit
11 Integrated Reporting Council (IIRC) to become the Value Reporting Framework (\
I'n is to becomé part of the IFRS Foundation’s initiative, the International Sustaina
oard (ISSB).

on istto*help businesses around the world identify, manage and report on the sustaina

topics that
from compal

matter most to their investors. Its standards are developed based on extensive feed

f the
hnies

pires
ities.
ng to
urce

hmes
h the
RF),
hility

hility
back

inted

process. SASB standards differ by industry, enabling investors and companies to compare performance
from company to company within an industry.

Utility for borrowers and financiers: SASB identified financially material ESG topics that can be used by
third parties to score investments. This insight can assist investors when decision-making in a rigorous,
scalable way.

C.7 Project Drawdown

Project Drawdown(32] analyses the most viable solutions to climate change and shares these findings
with the world. The objective of the solutions list is to be inclusive, presenting an extensive array of
impactful measures already in existence. The list is comprised primarily of “no regrets” solutions:
actions that make sense to take regardless of their climate impact since they have intrinsic benefits
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