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INTRODUCTION 

 

AIFC Green Finance Center Ltd (hereinafter referred to as GFC) methodology shall 

be employed for the preparation of an External Review (Second Party Opinion) for 

compliance of Green Bond issues, including the Issuer's Green Bond Framework, 

with the Green Bond Principles (hereinafter referred to as GBP, or Principles). The 

Principles are formulated by the International Capital Market Association 

(hereinafter referred to as ICMA). 

 

An External Review is an independent assessment and expresses GFC’s opinion on 

the issuer's approach to project selection and project quality, on the effectiveness 

of proceeds management, administration and allocation, as well as on the issuer's 

willingness to provide regular reports and disclosures on green projects financed 

by green bond proceeds.  

 

Green bonds are bonds the proceeds from the issuance of which are directed 

exclusively to financing or refinancing (full or partial) of new and//or existing green 

projects of environmental importance, and which comply with the GBP. 

 

The External Review expresses our opinion regarding a Green Bond issue, in 

particular, the issuer's Green Bond Framework, but not regarding bond issuers. It is 

our independent opinion on the relative likelihood that the proceeds from the 

bonds will be invested in supporting environmentally beneficial projects specified 

by the issuer, and the processes for managing and disclosing information on them 

are consistent with the GBP. 

 

This methodology is intended to inform issuers, investors, financial intermediaries 

and other 

interested market participants about the process of preparing an External Review 

and the 

applicable GFC criteria for assessing and expressing opinions with respect to an 

issuer's Green Bond Framework, sources of information, key criteria and indicators, 

as well as how they are evaluated and how an independent opinion is formed.  
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GENERAL PROVISIONS 

 

This methodology is applied continuously until GFC approves a new version. The 

new version of the methodology can be adopted due to changes and additions to 

the GBP, as well as in cases where such a decision is necessitated by ongoing 

research findings, developments in technology and the green finance market as a 

whole. 

 

This methodology can be used to evaluate green bonds issued by various issuers, 

including (but not limited to) the following categories: 

− financial organizations (banks and other financial institutions, insurance 

companies, leasing companies, microfinance organizations, etc.); 

− non-financial companies, including holding companies; 

− regional and municipal authorities; 

− sovereign issuers and supranational development institutions. 

 

The described approach can also be used to evaluate green finance instruments, 

structured and project financing and other debt financial instruments, the essence 

of which does not contradict the definition of green bonds. Such instruments 

include all financial instruments mentioned in the Principles, as well as green 

government bonds, green Islamic bonds (sukuk), green perpetual bonds, green 

convertible bonds, green mezzanine bonds, etc. 

 

The preparation of the External Review includes the study of the Issuer’s relevant 

documentation, regulatory documents, reports and presentations, if any, as well as 

other publicly available information that may provide a description, details on and 

confirmation of the compliance of processes involved in the implementation of the 

Company's policies for the Green Bond and environmental issues in general. The 

information used for these purposes is obtained through direct interaction with the 

Issuer and/or from any open sources that GFC considers reliable. 

 

The prepared External Review is submitted to the Issuer, after which it is subject to 

public disclosure. Public disclosure is carried out through the publication of the 

External Review on the AIFC Green Finance Center Ltd website - https://gfc.aifc.kz/, 

and can also be communicated through a press release via news services and/or 

relevant web sources.   

 

After the External Review has been published, AIFC Green Finance Center Ltd may 

periodically update and review it in order to monitor the use of proceeds, progress 

reports on the initial plans for green project investments and their environmental 

impact, as well as continued disclosures by the Issuer, if any.   

 

https://gfc.aifc.kz/
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GFC may assign its assessment before and after green bonds are issued provided 

that the issuer supplies all the information necessary for analysis. 
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STAGES FOR PREPARING AN EXTERNAL REVIEW  

 

Preparation of the External Review is carried out in several stages that can be 

outlined as follows: 

 

1. Obtaining information from the Issuer:  

 

- Green Bond Framework; 

- Policies and reports in the area of environmental and sustainable 

development; 

- Other relevant documents that describe the Issuer's experience in and 

approach to implementing green projects. 

 

2. Criteria assessment and preparation of the draft External Review: 

 

- Use of Proceeds; 

- Process of Project Evaluation and Selection; 

- Management of Proceeds; 

- Disclosure. 

 

3. Clarifications with the Issuer regarding the draft External Review, if necessary.  

 

4. Presentation of the External Review to the Issuer and its publication on the 

website https://gfc.aifc.kz/ (Second Party Opinion). 

 

The main sources of information to be used in the analysis of green bonds are 

issuance-related documents and documents containing a detailed description of 

projects that will be financed from the green bond proceeds. The list of sources of 

information includes, but is not limited to, the following:  

 

o bond issue documentation or its draft;  

o detailed materials1 on the stages of project selection and the intended use of 

proceeds, including:   

− information describing the Issuer's current or planned approaches 

to the selection of projects and determination of their compliance 

with the Principles; 

− information describing procedures for monitoring the 

environmental risks of planned projects and managing such risks; 

− sustainable finance-related standards and principles adopted by the 

Issuer's governing bodies, including a document that discloses the 

Issuer's commitment to the principles of sustainable development or 

 
1 The materials listed in this section can be either existing, under development or to be developed (depending on their 

availability at the time of the bond issue).   

https://gfc.aifc.kz/
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information on the Issuer's strategy in conjunction with sustainable 

development objectives; 

− the Issuer's internal documents defining the methods for accounting 

and controlling the expenditure of borrowed funds, as well as for 

monitoring project implementation and informing bondholders 

about the tools for the temporary placement of unused funds; 

− information on the degree of readiness of projects that are already 

being implemented at the expense of borrowed funds, and on the 

planned further use of incoming funds; 

− information on the financial performance of projects financed 

through green bond proceeds; 

− opinions of third parties (auditors, verifiers, etc.) on the conformity 

of projects financed through the green bond issue to environmental 

objectives specified in the Principles or in the CBI Standard2;  

o data obtained during negotiations with representatives of the Issuer; 

o other data and materials that, in the opinion of GFC, are essential for analysis 

(conclusions of environmental assessments3, presentations for investors, 

reports on sustainable development, social and environmental reports, data 

from the media, etc.).  

 

If GFC does not have enough information to provide or confirm an assessment, it 

has the right to refuse to provide or confirm the assessment.

 
2 Climate Bonds Initiative   
3 Environmental review is carried out by environmental consulting, auditing and analytical companies that have obtained 

the appropriate licenses and permits, as well as research institutes, laboratories and government agencies with experience 

in implementing, developing or evaluating environmentally beneficial projects   
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ASSESSMENT CRITERIA  

 

In an External Review GFC expresses its opinion according to criteria-based 

assessments in the following order: 

 

1. Opinion on compliance/non-compliance of the Issuer's Green Bond Framework 

with the GBP. 

 

Minimum threshold levels for all assessment criteria need to be met all at once in 

order for us to confirm that the Issuer's Green Bond Framework is in line with the 

GBP. 

 

2. Opinion on assigning a degree of greenness ranging from “Excellent” (High) to 

“Poor” (Low). 

 

Here, the assessment is carried out by calculating a weighted criterial grade 

depending on the significance of criteria. This opinion serves as additional 

information, and is aimed at establishing a degree of greenness. According to this 

methodology, any degree of greenness other than “Poor” (Low) should be 

considered consistent with the GBP. 

 

In preparing the External Review, four criteria are assessed: 

 

1. Use of Proceeds; 

2. Process of Project Evaluation and Selection; 

3. Management of Proceeds; 

4. Reporting and Disclosure. 

 

CRITERIA-BASED ASSESSMENT ALGORITHM 

 

Each criterion is graded on a scale of “1” to “5”.  

 

Table 1. Matching evaluation criteria and performance degree 

 
Grade Performance Degree 

5 Very High (Excellent) 

4 High (Good) 

3 Average (Satisfactory) 

2 Low (Poor) 

1 Very Low (Poor) 

 

For each criterion there is a number of indicators (subfactors). Each indicator 

(subfactor) that is assessed as fulfilled is assigned either a “1” score, a “0.5” score, or 

a “0.25” score, depending on the criterion scoring scale. The final score for each 
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criterion is calculated as a sum of scores assigned to the indicators (subfactors). The 

tables for criterion scoring, as well as the tables matching a sum of scores to a grade 

are provided below for each criterion.  

 

The “Use of Proceeds” criterion is graded as follows: the highest grade of “5” 

corresponds to the fulfillment of indicator 1, the grade of “4” corresponds to the 

fulfillment of indicator 2, and so on, according to the table of indicators for the “Use 

of Proceeds” criterion given below.  

 

For example, if > 90% - 100% of the proceeds are allocated to green projects 

(including related additional costs, such as research and development) that 

have environmental benefits and are evaluated by the Issuer in terms of 

qualitative and/or quantitative characteristics (Indicator 1) - then the "Use of 

Proceeds" criterion will be graded "5".  

 

For a positive opinion to be provided regarding the compliance of the Issuer's Green 

Bond Framework with the GBP, this methodology establishes a grade threshold for 

each assessed criterion at “3” at the least. If these requirements are met, in our 

opinion, the Issuer's Green Bond Framework will comply with the GBP. If these 

conditions are not met, we shall conclude that the Issuer's Green Bond Framework 

does not comply with the GBP and issue a respective opinion. 

 

To express an opinion on the degree of greenness ranging from “Excellent” (High) to 

“Poor” (Low), the following algorithm for calculating criteria grades shall be used. A 

weighted criterial grade is calculated by multiplying a criterion grade by its weight 

(significance). We established that the significance of each criterion corresponds to 

the following weight in the overall grade: 

 

Criterion 
Weight (significance) 

in the overall grade: 

Use of Proceeds 45% 

Process of Project Evaluation and Selection 20% 

Management of Proceeds 15%  

Reporting and Disclosure 20% 

 

Weighted grades for all criteria are summed up and the degree of greenness is 

determined in accordance with a threshold grade as shown on the “Grading scale 

for the level of greenness”. 

 

The assessment of green bonds by the level of greenness can vary from "Excellent" 

(High) to "Poor" (Low). If minimum grade conditions are not met for the criteria, the 

grade is set as “Poor” (Low).  

 

Grading scale for the level of greenness  
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Threshold Grade Degree Definition 

High 

>4.5 

Excellent The green bond issuer demonstrates an 

excellent level of proceeds management and 

allocation, eligible project selection, of quality of 

proceeds administration, as well as of reporting 

and disclosure on ongoing green projects 

Average 

3,5-4,5 

Good The green bond issuer demonstrates a good 

level of proceeds management and allocation, 

eligible project selection, of quality of proceeds 

administration, as well as of reporting and 

disclosure on ongoing green projects 

Satisfactory 

3-3,5 

Satisfactory The green bond issuer demonstrates a 

satisfactory level of proceeds management and 

allocation, eligible project selection, of quality of 

proceeds administration, as well as of reporting 

and disclosure on ongoing green projects  

Low 

<3 

Poor The green bond issuer demonstrates a poor level 

of proceeds management and allocation, eligible 

project selection, of quality of proceeds 

administration, as well as of reporting and 

disclosure on ongoing green projects 
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CRITERIA AND ASSESSMENT INDICATORS  
 

1. Сriterion - Use of Proceeds  
 

The use of green bond proceeds will be assessed in terms of compliance of the 

Issuer's Green Bond Framework with the GBP with regard to categories of eligible 

projects that address problem areas such as climate change, depletion of natural 

resources, conservation of biodiversity and/or environmental pollution and etc. Our 

assessment of these and any other categories may also lean on reliable and widely 

used practices or taxonomies of green bonds that meet the criteria of eligible 

projects aimed at solving environmental problems and/or climate change 

adaptation. Furthermore, we take into account which portion of the proceeds the 

Issuer uses to implement and finance such projects. 

 

In accordance with the Principles, the eligible categories of projects include the 

following (but not limited to): 

• Renewable energy (including production, transmission, equipment and products); 

• Energy efficiency (for example, energy efficiency in new and renovated buildings, 

energy storage, district heating, smart grids, equipment and products); 

• Pollution prevention and control (including projects in the field of wastewater 

treatment, reduction of emissions, control of greenhouse gases, soil restoration, 

pollution prevention, pollution reduction, waste treatment, efficient processing of 

waste into electricity, production of value-added products from waste and as a result 

of processing and environmental monitoring related to these areas of activity) 

• Environmentally sustainable management of living natural resources and land 

use (including environmentally sustainable agriculture, environmentally sustainable 

livestock farming, climate-friendly agricultural technologies, such as crop protection or 

drip irrigation, environmentally sustainable fisheries and aquaculture, 

environmentally sustainable forestry, including afforestation or reforestation, 

conservation or restoration of natural landscapes); 

• Conservation of terrestrial and aquatic biodiversity (including the protection of 

coastal, marine and watershed environments); 

• Environmentally friendly transport (for example, electric, hybrid, public, railway, 

non-motorised, multimodal transport, infrastructure for environmentally friendly 

vehicles and reduction of harmful emissions); 

• Sustainable management of water resources and wastewater (including a 

sustainable infrastructure for clean and/or drinking water, wastewater treatment, 

sustainable urban drainage systems and regulation of river channels and other flood 

protection methods); 

• Adaptation to climate change (including information support systems such as 

climate monitoring systems and early warning systems); 
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• Environmentally efficient and/or adapted products of a non-waste economy, 

production technologies and processes (such as the development and 

implementation of environmentally friendly products, eco-labelling or environmental 

certification, economical packaging and distribution); 

• Green buildings that meet regional, national, or internationally recognised standards 

or certifications. 

 

The above list of categories of projects that can be attributed to green ones is 

indicative, and can be supplemented and expanded based on an analysis of a 

project's main parameters, as well as some international and national 

classifications, taking into account the specific conditions of Kazakhstan's economy. 

These additional guides and taxonomies, many of which are currently at various 

stages of development and which GFC can resort to when defining eligible project 

categories, include the following:  

− Taxonomy of the Climate Bonds Initiative; 

− ICMA GBP Green Project Mapping; 

− EU Taxonomy; 

− Green Taxonomy under the AIFC AIX Green Bond Rules. 

 

In order to obtain the maximum grade for this criterion, the Issuer should allocate 

over 90% of the green bond proceeds to financing green projects. GFC takes into 

account the Issuer's past experience in using green bond proceeds: if the proceeds 

were not used to finance green projects, then the grade for the “Use of Proceeds” 

criterion is reduced by 1 point (not lower than the minimum threshold level for this 

criterion).  

 

Indicators of the “Use of Proceeds” criterion: 

 

Indicator 

Characteristic of the 

indicator 

(permissible, mandatory 

indicator, not 

recommended)* 

Grade 

1. > 90% of raised funds are allocated to 

implementing and financing/refinancing of green 

projects that bring environmental benefits and are 

evaluated by the Issuer for compliance with the 

eligible project categories in line with the GBP with 

regard to their qualitative and/or quantitative 

characteristics 

Permissible 5 

2. 80% - <90% of raised funds are allocated to 

implementing and financing/refinancing of green 

projects that bring environmental benefits and are 

evaluated by the Issuer for compliance with the 

eligible project categories in line with the GBP with 

regard to their qualitative and/or quantitative 

Permissible 4 
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characteristics 

3. <80% of raised funds are allocated to 

implementing and financing/refinancing of green 

projects that bring environmental benefits and are 

evaluated by the Issuer for compliance with the 

eligible project categories in line with the GBP with 

regard to their qualitative and/or quantitative 

characteristics 

The minimum 

requirement for this 

criterion (mandatory 

indicator - or the 

fulfillment of indicators 1 

or 2) 

 

3 

4. 50% - <70% of raised funds are allocated to 

implementing and financing/refinancing of green 

projects that bring environmental benefits and are 

evaluated by the Issuer for compliance with the 

eligible project categories in line with the GBP with 

regard to their qualitative and/or quantitative 

characteristics 

Not recommended (for 

green bond purposes) 

2 

5. <50% of raised funds are allocated to 

implementing and financing/refinancing of green 

projects that bring environmental benefits and are 

evaluated by the Issuer for compliance with the 

eligible project categories in line with the GBP with 

regard to their qualitative and/or quantitative 

characteristics 

Not recommended (for 

green bond purposes) 

1 

* Fulfillment of the minimum requirement for the “Use of Proceeds” criterion means the fulfillment of either 

“mandatory” or permissible indicators. 

 

When calculating the portion of funds allocated by the Issuer to financing green 

projects, GFC factors in costs that are indirectly related to the implementation of 

these projects (for example, R&D expenses or support in arranging a bond issue on 

the stock exchange). GFC considers this approach to cost accounting to be 

consistent with the Principles. 

 

The “Use of Proceeds” criterion has the heaviest weight in the final grade and is its 

most important component. Even if for other criteria the grades are high, the 

weighted grade for the degree of greenness as per the "Grading scale for the level 

of greenness" may end up below 3 (below satisfactory), if the results of annual 

monitoring reveal that the portion of proceeds directed to green projects is less 

than 70%, and the Issuer does not provide convincing evidence that in the future 

this portion will exceed 70%. 
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2. Criterion - Process of Project Evaluation and Selection 

 

This section covers assessing the process of goal-setting, developing broad strategic 

policies for using green bond proceeds, as well as evaluating, selecting and 

approving individual eligible projects. This includes the structure of the organization 

and the decision-making process, the process of determining the acceptability of 

projects, as well as the process of measuring outcomes in relation to specific 

objectives at the project level and environmental impact reporting.  

 

Along with this, interaction with or access to the organization and/or consultations 

with its internal or external environmental experts or related specialists are also 

considered. 

 

The indicators listed below reflect our assessment of the criterion “Process of 

Project Evaluation and Selection”. 

 

Indicators of the “Process of Project Evaluation and Selection” criterion  

 
Indicator (Subfactor) Score 

1. Disclosure by the Issuer of information in the context of its goals, 

policies, strategies and processes related to sustainable 

development, as well as the Issuer's participation in various 

activities showcasing its commitment to the principles of sustainable 

development 

1 

2. An internal document in place that defines the selection criteria for 

environmentally beneficial projects and the procedure for their 

assessment, selection and approval by the Issuer's governing bodies 

1 

3. Disclosure of the main methodologies and assumptions used in 

determining the conformity of projects to categories of green 

projects, clear selection criteria, exclusion criteria or other 

procedures for identifying and managing significant environmental 

risks  

1 

4. The Issuer's strategy contains specific goals for sustainable 

development in environmental aspects, for example, to reduce 

negative environmental impact  

0,5 

5. Engaging an independent qualified party to make a decision on the 

selection of projects corresponding to the categories of green 

projects 

0,5 

6. The Issuer has a policy for determining environmental risks set out 

either in project documentation or in a policy for determining 

environmental risks, which specifies qualification criteria for 

determining environmental risks associated with project 

implementation  

0,25 

7. The Issuer has green certificates from leading international or 

independent Kazakhstani verifiers confirming the compliance of the 

projects with the required environmental standards, or the Issuer 

has environmental reports prepared as part of the project 

0,25 
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documentation 

 

The final score for this criterion is calculated as the sum of scores assigned to the 

subfactors. A grade is assigned to this criterion according to the table below 

matching the sum of scores to grades. 

 

Table 2. Matching the sum of scores to grades  

 
Sum of Scores Grade 

[3,5-4,5] 5 

3,25 4 

3 3 

2 2 

[0-1,75] 1 
*[ - inclusive 

 

 

3. Criterion - Management of Proceeds 
 

The assessment focuses on the methods and procedures applied to accounting for 

and tracking proceeds, the practices of temporary investments pending selection of 

or investment in eligible projects, as well as the reliability and clarity of the 

proposed tools of public disclosure about these processes. We consider in a positive 

light any methods of internal monitoring that are reviewed and controlled by the 

management or verified by an independent party, or by departments in a wider 

organizational structure. 
 

The indicators listed below feed into our assessment of the “Management of 

Proceeds” criterion. 
 

Indicators of the “Management of Proceeds” criterion  

 
Indicator (Subfactor) Score 

1. The net proceeds from the issuance of Green Bonds are credited to 

a sub-account or moved to a different portfolio or otherwise tracked 

by the issuer in an appropriate manner  

1 

2. The separate accounting method for the green bond proceeds is 

clearly defined in the Issuer’s documentation  

1 

3. The issuer, while the green bonds are outstanding, monitors the 

sub-account on an ongoing basis, and there is a procedure in place 

for excluding projects that become unfit from the portfolio 

1 

4. The issuer informs investors about the suggested instruments for 

temporary placement of unused green bond proceeds 

0,5 

5. Clear rules in place for investing temporarily unused green bond 

proceeds  

0,5 

6. Engaging an auditor or another third party to check the method for 0,5 
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internal tracking of the intended use of green bond proceeds 

 

The final score for this criterion is calculated as the sum of scores assigned to the 

subfactors.  

 

Clear criteria being in place for investing temporarily available funds (for example, 

specifying a certain project type or financial instrument, independent experts' 

opinions on the environmental benefits of the project, etc.) are scored by GFC with 

additional 0.5 points. Temporarily available funds should not be invested in 

activities that could adversely affect the environment. 

 

GFC assigns a 0.5 score for engaging an external auditor or other third party at the 

stage of evaluating controls over proceeds management.  

 

A grade is assigned to this criterion according to the table below matching the sum 

of scores to grades. 

 

Table 3. Matching the sum of scores to grades 

 
Сумма баллов Оценка 

[4-4,5] 5 

3,5 4 

3 3 

2 2 

[0-1,5] 1 
*[ - inclusive 

 

4. Criterion - Reporting and Disclosure  

 

This section covers assessing the quality and transparency of the Issuer's reporting, 

as well as the frequency of disclosures. In addition, the level of disclosure by the 

Issuer of information on the project’s environmental impact and information on the 

use of proceeds is assessed as well. 

 

The indicators listed below feed into our assessment of the “Reporting and 

Disclosure” criterion. 

 

Indicators of the “Reporting and disclosure” criterion: 

 
Indicator (Subfactor) Score 

1. The issuer provides a detailed report (with a list of projects) and 

disclosures after issuance in relation to the use of proceeds*  

1 

2. Reporting includes the disclosure of information on the nature of 

investments and the expected environmental impact  

1 
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3. The disclosed reports are to be issued at least once a year, and there 

is also a procedure for monitoring data accuracy  

1 

4. The issuer discloses information on the projects to which funds have 

been allocated, with a detailed breakdown by area (category), as well 

as on the environmental effect and implementation progress of 

individual projects 

0,5 

5. Methodologies in effect (or their drafts) and assumptions used to 

calculate environmental performance indicators are available 

0,5 

6. The Issuer undertakes to engage independent qualified parties to 

evaluate its reporting on the implementation of the Green Bond 

Framework  

0,5 

 

* Where confidentiality agreements, competitive considerations, or a large number of underlying projects 

limit the amount of detail that can be made available, the information may presented by the Issuer in 

generic terms or on an aggregated portfolio basis 

 

The final score for this criterion is calculated as the sum of scores assigned to the 

subfactors. A grade is assigned to this criterion according to the table below 

matching the sum of scores to grades. 

 

Table 4. Matching the sum of scores to grades 

 
Sum of Scores Grade 

[4-4,5] 5 

3,5 4 

3 3 

2 2 

[0-1,5] 1 
*[ - inclusive 

 

 

DISCLAIMERS AND LIMITATIONS   
 

An External Review (Second Party Opinion) reflects our opinion on the expected 

results from the issuance of green bonds and on the compliance of the Issuer's 

Green Bond Framework with the GBP. There is a likelihood of an inaccuracy in the 

final conclusion due to unforeseen changes in the economic environment and the 

financial market. 

 

An External Review is an independent assessment carried out based on the 

information provided by the Issuer in line with GFC methodology for assessing 

compliance of the Issuer's Green Bond Framework with the GBP. It does not 

disclose the Issuer's confidential information and is not an indication for any 

investment decisions. 
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An External Review may be updated after publication, with the reasons for such an 

update disclosed. 


