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The Green 
Evaluation  
Applicable to green bonds but also to green bank loans, 
green ABS, equity and all other forms of sustainable finance  
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S&P Global Commitment To Green Financing 

Private & Confidential 3 

S&P Global has been tracking the green bond market for a number of years 

and 2016 set new mile stones in green bond initiatives 

 
May 26, 2016: S&P Global 

expressed support for 

initiatives being promulgated 

by the United Nations 

Principles for Responsible 

Investment (UN-PRI) that 

recognize investors’ needs 

for greater clarity on how 

ESG factors are considered 

in credit analysis. 

Nov. 14, 2016: Updated 

Proposal For A Green 

Evaluation 

Oct 3, 2016: S&P Dow 

Jones Indices acquires  

Trucost - a carbon and 

environmental data 

specialist  

Sept. 2, 2016: Proposal For 

A Green Bond Evaluation 

Apr. 26, 2017: Green 

Evaluation launched 
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Green Evaluation Market Feedback 

HSBC 

 “S&P has stepped into the picture, with a tool that could represent a 

breakthrough. The S&P tool attempts to gauge how green a bond is, rather than 

just confirming whether or not it is green. They may just have created the single 

metric that in our view the green bond market needs.” 

“We believe this tool is superior to the array of verification services currently 

offered to validify green bonds, the so called ‘second party opinions’…” 

 

Royal Bank of Scotland  

“I am impressed with the sophistication and comprehensiveness of the new S&P 

Green Evaluation – particularly compared to the current other products of this 

nature in the market.” 

 

Nuclear Risk Insurers  

 “…really good stuff and a great example of the sort of thing which ratings 

agencies can do to make a positive difference.” 

 

 
To change, turn on or off footer: Inset > Header & 

Footer > Enter / change text > Click Apply All.  
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Green Evaluation - Introduction 

Private & Confidential 5 

"For investors, green bond markets offer a stable, rated and liquid investment with long 

duration. For issuers, green bonds are a way to tap the huge $100 trillion pool of patient 

private capital managed by global institutional fixed-income investors.”   

Mark Carney, Governor of the Bank of England, September 2016 

 

 

Define the value  of "green" for capital markets and any other financing 

Establish essential transparency in Green Finance 

Enable institutional investment in sustainability by providing the confidence of 

independent evaluation of environmental impact 

Go beyond existing tools and takes a local, sector-specific perspective on 

impact 

Provide a "green channel" to sustainable finance for institutional fixed income 

Covers all financings such as bank debt and equity not just green bonds   

S&P Global’s Role – The Green Evaluation 
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Comprehensive Impact Evaluation 

Private & Confidential 6 

Goes beyond existing assessment tools and takes a local, sector specific 

view  

 

Draws on, but is not limited to, green 

bond principles and existing green 

taxonomies 

Focus on new build and improvements to 

enhance greenness or resilience 

Includes analysis of governance, 

transparency and use of proceeds 

Scores and weighs individual 

component scores in a transparent 

manner  

Establishes a hierarchy across 

technologies depending on their 

contribution to the green transition 

Based on local conditions baseline e.g. 

for energy generation projects we 

consider the emissions intensity of the 

local  grid 

Evaluation of projects’ lifecycle impacts 

on the environment (construction, 

operation, decommissioning) 
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Green Evaluation Analytical Approach 

Private & Confidential 7 

* eKPI – Environmental Key Performance Indicator   

Weighted aggregate of three: 

Transparency Governance Mitigation Adaptation 
Green 

Evaluation 
or 

Transparency 
‒ Use of proceeds 

reporting 

‒ Reporting 

comprehensiveness 

Governance 
‒ Management of 

proceeds 

‒ Impact assessment 

structure 

Final Green Evaluation (E1- E4 or R1- R4)  

Mitigation 
Buildings, industrial 

efficiencies, energy 

infrastructure, transport, 

and water 

Net benefit ranking 
eKPIs:  

Carbon emissions, water 

use, waste creation 

Adaptation 
Resilience capex such as 

flood defenses, asset 

protection etc,. 

Cost benefit ranking 
Resilience benefit ratio 

Estimate of reduction in 

damages if event occurs  

Hierarchy applied 

Resilience level 

Adaptation score Mitigation score 

Environmental impact 
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Carbon Hierarchy  

Role In Green Transition Technology 

8 

Systematic decarbonization of economies 

The Mitigation or Adaptation categories account for 60% of the final score. In recognition of the varying levels of 

contribution to avoiding climate change by different technology, we consider each technology’s overall contribution to 

decarbonization that would not be fully captured by our regional net benefit calculation alone.  

This gives us the overall score.  

Significant Decarbonization of Key sectors 

through low-carbon solutions 

Decarbonization by alleviating emissions in 

intensive industries 

Decarbonization technologies with 

significant environmental hazards 

Improvement of fossil fuel based activities’ 

environmental efficiency & impact 

Wind and Solar Power, Small and Large Hydro  

Coal to natural gas, Clean fuel production, Clean use of coal 

Energy management and control 

Green Transport apart from hybrid/fuel efficient vehicles 

Green buildings new built best standards/net zero 

Industrial efficiencies 

Green Transport (with fossil fuel combustion) Green buildings 

refurbishment/new built lower standard 

Energy-efficient products 

Nuclear 

Large Hydro in tropical areas 
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 Source: S&P Global Ratings Proposal for a Green Bond Evaluation Tool. September 2, 2016. 
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Water Hierarchy 

Role In Green Transition Technology 

9 

System enhancements 

For water projects we consider each technology’s overall contribution to sustainable water use that would not be fully 

captured by our net benefit calculation alone:  

Marginal system enhancements 

Marginal system enhancements with 

material negative environmental 

consequences  

Demand-side improvements 

Recycling wastewater supply 

Wastewater treatment 

Reducing water losses in the water distribution network 

Water desalination to supply potable municipal water 

Conservation measures in buildings & equipment 

Smart metering 
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Assessing Resilience Benefit: Definitions 

To change, turn on or off footer: Inset > Header & Footer > Enter / change text > Click Apply All.  16 

Resilience Benefit is the estimated reductions in the expected damages 
that the project aims to achieve 

 
Resilience Benefit Ratio  = 

 

Resilience Benefit/ GB Financing 
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Assessing Resilience Benefit: Assessment Scale 
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Range of Resilience Benefit Ratio 

 
Resilience Level 

Step 1 

Determine the resilience benefit ratio 

based on issuer's own assessment of 

the resilience benefit and S&P 

quantitative adjustments 

Step 2 

Apply qualitative adjustments 

reflecting the adequacy of the 

quantification approach used by the 

issuer 

Step 3 

Apply qualitative adjustments for 

projects in developing countries that 

have high exposure to climate risk 

and a high level of vulnerability 

>4 1 

3-4 2 

2-3 3 

1-2 4 

<1 5 

Adjustment For Adequacy of Quantification Benefit 

 

No change One notch higher One notch lower 

Developing Country Adjustment 

No change One notch higher 
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Q&A 
 
 
 
 
 
 

 
If you would like more information please visit 
spratings.com/greenevaluation or email 
green.evaluation@spglobal.com 


