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1. BACKGROUND  

Agriculture, forestry, and other land uses have been responsible for over half of the country’s 

greenhouse emissions (Republic of Peru 2015).  Forestry is one of the five pillars of the country’s climate 

adaptation strategy.  The Government of Peru recognized the importance of forests for indigenous 

populations, maintenance of ecosystem services, and reducing climate risks.  Between 2001 and 2014, an 

average of 118,000 hectares (ha) of forest per year was converted to other land uses.  The annual 

deforestation rate was 180,000 ha in 2014 and is projected to reach 275,000 ha by 2030 (MINAM 2016). 

The Monitoring of the Andean Amazon Project (MAAP) used high-resolution satellite imagery to 

document six major drivers of deforestation and forest degradation: 1) small- and medium-scale 

agriculture; 2) large-scale agriculture; 3) cattle grazing; 4) gold mining; 5) illegal coca cultivation; and 6) 

roads.  MAAP (2017) concluded that small-scale agriculture and cattle grazing were the most important 

drivers of deforestation overall, but this varied by location (http://maaproject.org/2017/maap-

synthesis2/).  In Southern Peru, gold mining was a major driver of deforestation while large-scale 

agriculture and construction of major new roads were more latent threats.  In Central Peru, logging 

road construction was a major source of direct and indirect deforestation.  Logging roads make 

commercial tree felling and extraction financially viable in new areas and illegal logging and clearing for 

agriculture more accessible (Smith, Cooley, and Hyman 2018). 

Approximately 90 percent of deforestation in Peru has been due to agricultural expansion, including 75 

percent from small-scale agriculture (MINAM 2016).  If unsustainable agriculture, livestock, forestry, and 

aquaculture continue, an additional 7.3 million ha of forests could be lost by 2050 (Global Canopy 2016).  

Agriculture has high economic importance in Peru, especially for palm oil, cocoa, rice, and coffee.  As a 

result, it is essential for the country to adopt more sustainable agricultural production practices.  New 

sources of financing are needed to scale up investment in sustainable agriculture and forestry and help 

small-scale producers adapt to current and future climate risks.  Green bonds and climate bonds are 

among the possible solutions for scaling up these investments.  

A green bond is a tradeable debt security that finances investments with environmental benefits and 

complies with the International Capital Market Association’s Green Bond Principles 

(https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/).  Green 

bonds can be issued by governments, multilateral development banks, international, or corporations.  

They can raise large amounts of money from the capital markets for bank lending or other investments.  

However, they often require a minimum size of $100 million or more to attract investors and cover the 

costs of issuing a bond.  Banks interested in refinancing their loan portfolios with a green bond may need 

government or multilateral development bank support to aggregate and warehouse loans until this 

volume of financing can be accumulated.  Green bonds have generally not carried lower interest rates 

than similar conventional bonds because it is still a nascent market.  However, it may be easier to sell a 

green bond to impact investors and international financial institutions than a conventional bond.   

A climate bond is a type of green bond that meets more rigorous climate qualification criteria. Table 1 

lists key terms and definitions for types of green bonds and climate bonds.  Figure 1 shows the status of 

the Climate Bonds Initiative criteria for certification of climate bonds for key sectors.   

http://maaproject.org/2017/maap-synthesis2/
http://maaproject.org/2017/maap-synthesis2/
https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/
https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/
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FIGURE 1. Status of the Climate Bonds Initiative Certification Criteria for Climate Bonds 

 

In 2014, the International Finance Corporation (IFC) issued the first green bond denominated in 

Peruvian soles.  This AAA-rated, 20-year zero-coupon bond was for the local currency equivalent of $42 

million.  It offered no income during the bond life, but was priced to provide an implied yield of 5.3 

percent per annum on maturity.  This bond was sold to a single investor, Rimac Seguros, a domestic 

insurance company that had made a commitment to incorporate environmental and social criteria in its 

investment decisions. 

A responsible investment initiative, the Programa de Inversion Responsible (PIR) was established in Peru 

in 2014.  Membership is open to banks, pension funds, municipal savings and credit funds, credit rating 

agencies, insurance companies, consulting firms, investment funds, and other financial institutions 

(http://pir.pe/).  The PIR currently has 15 members. 

In 2015, the USAID/Peru Mission requested assistance from the USAID-funded Climate Economic 

Analysis for Development, Investment, and Resilience (CEADIR) Activity for an initial market assessment 

on the feasibility of using green bonds to finance infrastructure investments in clean energy, sustainable 

landscapes, transport, and climate adaptation for water supply.  That assessment was based on 

interviews with key stakeholders involved in issuing, regulating, and investing in green bonds for 

renewable energy, energy efficiency, and sustainable landscapes.  It concluded that the most likely 

market for a local currency climate bond would be domestic insurance companies and pension funds.  

However, a climate bond could also be of interest to international investment funds and impact 

investors that emphasize environmental, social, and governance issues (Laird et al. 2015). 

Following the market assessment, the USAID/Peru Mission requested additional technical to help a bank 

plan a green bond issuance for clean energy denominated in local currency.  USAID Peru and CEADIR 

identified a government development bank that was interested in issuing a clean energy bond, but 

institutional problems within the bank made it necessary to partner with a different bank. 

Subsequently, USAID/Peru and CEADIR and identified another government development bank, Banco 

Agropecuario (AgroBanco), as a potential candidate for technical assistance on developing a climate 

http://pir.pe/
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bond local currency. USAID previously supported AgroBanco in developing a credit product for 

agroforestry, through the Climate Finance Readiness Program (CF Ready) collaboration with the 

German development agency (GIZ) and other donors (Bernhard, Schroeten, and Ogonowski et al. 

2019). 

AgroBanco had nationwide operations and strong interests in lending for the sustainable use of natural 

resources, environmental conservation, and agricultural and forestry production with low greenhouse 

gas (GHG) emissions.  At the time, AgroBanco was planning to convert its operations into a Green Bank 

that could help Peru achieve its targets for GHG emission reductions under its Nationally Determined 

Contributions (NDCs).  AgroBanco developed a plan for conversion into a Green Bank, which was 

approved by its board of directors in 2015.  As a Green Bank, AgroBanco would consider the economic, 

social, and environmental value of all of its loans.  It would also emphasize lending for "improvement of 

agricultural systems contributing to food security [and] incorporating the need for adaptation and 

mitigation possibilities in…agriculture, livestock, forestry, and aquaculture to tackle climate change” 

(http://www.agrobanco.com.pe/index.php?id=banco-verde&lang=es) 

In 2016, the Agence Française de Développement (AFD) provided a 50 million euro credit facility to 

AgroBanco for smallholder investments in sustainable agriculture and climate adaptation.  That same 

year, the European Union’s Latin America Investment Facility provided a five million euro grant to 

AgroBanco for technical assistance to help it become a green bank.  The grant will develop AgroBanco’s 

capacity for: 1) monitoring and managing environmental and social impacts; 2) developing a green loan 

portfolio; 3) preparing market studies for green products and planning marketing and communications 

actions; and 4) monitoring, reporting and verification (AgroBanco 2018).  

In March 2017, AgroBanco expressed interest in receiving technical assistance to prepare a bond 

issuance that could obtain Climate Bond Initiative certification USAID/Peru provided funding for 

CEADIR to prepare this road map.  The road map describes the steps involved in developing a climate 

bond from pre-issuance to post-closing. 

http://www.agrobanco.com.pe/index.php?id=banco-verde&lang=es
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2. CONTEXT  

2.1 AGROBANCO’S INTERESTS IN SUSTAINABLE 

LANDSCAPES FINANCING 

In 2011, the Government of Peru allowed AgroBanco to leverage its capital for increased lending.  This 

change enabled it to expand its loan portfolio by an average of 60 percent per year between 2011 and 

2016 (Business Wire 2016).  The bank moved from primarily wholesale loans to other banks (second-tier 

lending) to provide working capital, long-term credit lines, and equipment finance directly to agricultural 

borrowers (first-tier lending).   

AgroBanco is Peru's main agricultural development bank.  It had offices in 73 percent of the districts in 

Peru and focused lending in jungle and highlands areas where family agriculture and small-scale 

production units dominate.  It has served 31 percent of the total number of agricultural loan clients in 

Peru (http://www.climateaction.org/directory/agrobanco?supplier=AgroBanco).  

As of September 2017, AgroBanco’s portfolio consisted of approximately 5 percent second-tier lending 

and 95 percent first-tier lending.  This change increased the bank’s risk exposure, but better fulfilled its 

mandate to finance small- and medium-scale producers, rural communities, and indigenous groups.  

AgroBanco has continued to work with microfinance institutions and other financial intermediaries in 

remote areas where it would be more costly for AgroBanco to serve clients directly.  Financial 

intermediaries have played an important role in piloting new products and services, providing credit for 

sustainable agriculture, ecosystem-based adaptation, or weather-indexed insurance.  Fitch identified 

AgroBanco’s direct client services in remote, rural areas as a major challenge in monitoring portfolio 

quality (Marquez and Narron 2016).  In response, AgroBanco is investing in expanding its own 

monitoring agents.  However, working through local microfinance institutions may allow AgroBanco to 

reach smallholder clients more efficiently. 

As a key institution for the Peruvian Government’s agricultural development strategy, AgroBanco plays 

an important role in promoting and facilitating sustainable land use and contributing to Peru’s nationally 

determined contributions (NDCs).  AgroBanco became a Green Bank in 2017 to incorporate and 

implement sustainable agro-forestry lending practices. As a first step, it created a Banco Verde Unit to 

house its green lending portfolio and operations.  AgroBanco included environmental and social 

indicators in its loan application review and monitoring processes, using its Environmental and Social 

Risk Management System (AgroBanco 2018).   

AgroBanco also set a target of expanding lending for investments that sequester carbon, protect 

biodiversity, and support reforestation from 10 percent of the portfolio in 2016 to 27 percent in 2019.  

It developed new loan products and incentives to increase adoption of green technologies such as bio-

digesters, biomass energy, sustainable natural forest management and plantations, and silvopasture 

systems.  It also set a target of providing green loans for 8,000 farms by 2019 that would increase 

productivity and profits while reducing GHG emissions 30 percent from the business-as-usual scenario 

https://gestion.pe/economia/empresas/agrobanco-recibe-prestamo-us-57-millones-financiar-creditos-

verde-145978).  AgroBanco also reduced the carbon footprint of its operations and those of its 

suppliers. 

Provision of technical assistance to borrowers is often critical in financing sustainable agriculture and 

forestry.  This may include sharing information on locally appropriate practices and improved 

technologies to increase environmental sustainability, and adapt to local agro-climatic conditions, and 

reduce or compensate for social risks.  AgroBanco has provided additional training for its own staff, 

http://www.climateaction.org/directory/agrobanco?supplier=Agrobanco
https://gestion.pe/economia/empresas/agrobanco-recibe-prestamo-us-57-millones-financiar-creditos-verde-145978
https://gestion.pe/economia/empresas/agrobanco-recibe-prestamo-us-57-millones-financiar-creditos-verde-145978
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partner organizations, and credit distributors on the new focus areas with assistance from development 

assistance organizations. 

2.2 DEVELOPING A CLIMATE BOND  

AgroBanco expressed a strong interest in a potential climate bond issuance for sale on the domestic 

market.  This climate bond would enable it to scale up financing of sustainable agroforestry projects for 

indigenous communities, a key client group for the development bank.  AgroBanco anticipated that it 

could obtain an investment-grade credit rating of BBB+ from Fitch for a standard use-of-proceeds 

climate bond issuance.  Although AgroBanco had no formal loan guarantee from the Government of 

Peru, it was owned entirely by the Government of Peru and its board of directors included 

representatives from the Ministry of Agriculture and the Ministry of Finance.  Its ownership structure 

may give investors some confidence that the national government would intervene to prevent a bond 

default (Business Wire 2016 and Escudero 2017). A climate bond can help AgroBanco and raise new 

capital for sustainable landscapes lending.  It can also build AgroBanco’s reputation as a Green Bank by 

increasing its visibility in lending for sustainable agriculture and forestry and climate adaptation. 

The successful sale of the IFC bond to RIMAC Seguros demonstrated that there was sufficient domestic 

demand in Peru for a green bond denominated in local currency that met investor criteria for yield and 

risks.  Investors are interested in the environmental benefits, but their primary objective in purchasing a 

green bond is earning financial returns.  In the past, many investors in Peru have not adequately 

considered climate risks in projecting the financial returns of investments.  However, increasing 

attention is now being paid to the potential impacts of climate risks on investments in agriculture, 

forestry, and infrastructure in Peru.  

Fourteen potential investors in a local currency climate bond issued for the domestic capital market in 

Peru have been identified: 

 Four private pension fund administrators; 

 One government pension fund; 

 Five insurance companies; and 

 Four asset management companies (mutual funds held by banks). 

Pension funds and insurance companies are the most likely buyers due to their continuing need to match 

their long-term assets to their long-term liabilities in domestic currency.  
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TABLE 1. Key Terms and Definintions for Green Bonds and Climate Bonds 

Term Definition 

Asset-backed 

security 

Any financial security with payments supported by repayments of loans, leases, or 

receivables other than real estate.  

Bond yield 

Effective interest rate on a bond. The bond yield-to-maturity is the internal rate of 

return of an investment in a bond if the investor holds the bond until maturity and 

if all payments are made as scheduled. 

Climate bond 

Type of green bond that finances climate change mitigation and adaptation 

measures and meets the more rigorous certification criteria of the Climate Bonds 

Initiative   

Coupon Value of periodic payments per unit promised to investors on stated dates.   

Coupon rate 
Annual coupon payment divided by face value of the bond (interest rate that 

determines the coupon amounts) 

Credit 

quality 

Perceived likelihood that all payments will be made in full at the promised time 

(inverse of risk).  Investors require a higher yield to compensate for lower credit 

quality.  Often measured by a credit rating assigned by an independent rating 

agency. 

Current yield Annual earnings from the bond divided by its current market price 

Earmarked 

proceeds 

Bond proceeds are used for qualified purposes, but are not segregated in a special 

account  

Face value 

(par value) 

Amount paid to investors at bond maturity as a return of the principal in addition 

to the final coupon amount 

Green bond 

Tradeable debt security that complies with the International Capital Market 

Association’s Green Bond Principles and exclusively uses proceeds to fund 

investments with positive environment or natural resource benefits  

Maturity Date when the issuer will make the final payment to the investor   

Nominal 

yield 

Interest paid divided by the face value of the bond  

Proceeds Funds that the issuer receives from sale of a bond to the original investors  

Ring-fenced 

proceeds 

A special account that issuers use to segregate the bond proceeds and ensure that 

they can only be used for qualified purposes 

Tenor (term) Time between the bond’s issue date and the maturity date. 

 

In setting the size of a bond issuance, an issuer should consider the timing of the uses of the proceeds, 

interest rate on unspent bond proceeds, and the market for the security.  CEADIR’s discussions with 

stakeholders in Peru indicated that the domestic capital market could absorb a local currency bond for 

the equivalent to $80-100 million with a tenor of 10-25 years.  Because of the limited number of 

domestic institutional investors in Peru and their interest in diversifying their hold holdings, a bond of 

this size is likely to need at least four or five institutional investors.  There is likely to be sufficient 

effective demand for a bond of this size if it is priced in line with market interest rates. 

Table 2 lists the types of green bonds categorized by the allowed uses of the proceeds and the recourse 

in the event of a default.  The simplest choice for AgroBanco would be a general obligation, use-of-

proceeds bond, which would benefit bond issuers by offering access to new sources of capital from 

investors interested in environmental sustainability.  However, a general obligation bond exposes the 

issuers to more risk because they have to repay the debt if the investments do not provide sufficient 

returns.  A general obligation bond is advantageous for investors because they have no direct exposure 

to the risks of the underlying loans or investments financed.  The investors benefit from the full financial 

backing of the issuer.  As a result, the investors may incorporate a lower risk premium in their expected 

returns, which could reduce the costs of capital for the issuer.  Buyers can still claim reputational 
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benefits from environmentally responsible investing.  Investors may become more confident in the 

creditworthiness of the issuer after successful repayment of a general obligation bond.  This could help 

pave the way for the issuer to sell an asset-backed bond in the future. 

 

TABLE 2. Types of Green Bonds by Use of the Proceeds and Default Recourse 

Type Use of the Bond Proceeds Default Recourse 

General obligation, 

use of proceeds, 

bond  

Earmarked for green investments 

Recourse is to the issuer:  The credit 

rating for the bond is the issuer’s credit 

rating 

Use of proceeds 

green revenue bond 

Earmarked for green investments 

that are not necessarily the sources 

of revenue to pay bondholders 

Nonrecourse to the issuer:  Debt 

payments are pledged to a revenue 

stream generated by fees or taxes 

Green project bond 
Ring-fenced for specific green 

investments 

Recourse is only to the projects’ assets 

and balance sheet (not the issuer) 

Green asset-backed 

security (securitized 

bond) 

Ring-fenced for specific groups of 

underlying green assets or loans 

First recourse is to the underlying assets 

or loans 

Green covered bond 
Earmarked for an underlying cover 

pool of green assets 

Dual recourse: Investors have a specific 

claim to a dedicated cover pool of assets 

and a general claim against the issuer 

 
Because AgroBanco has provided some loans or investments for purposes that do not meet the criteria 

for green financing, it would need to earmark the proceeds of a use-of-proceeds climate bond to ensure 

appropriate use.  It is not necessary to set up a special-purpose vehicle or separate entity to ring fence 

the proceeds.  Instead, ring fencing can be done through internal tagging and procedures to ensure that 

the amount used for the agreed purposes does not drop below the bond proceeds.   

A use-of-proceeds bond is similar to a covered bond, but without recourse to the pool of loans or 

other investments financed. The World Bank and the European Investment Bank have issued use-of-

proceeds bonds earmarked for low-carbon investments.  If a pre-issuance certification from the Climate 

Bond Standard has been obtained for a use-of-proceeds bond, the issuer must demonstrate that the net 

proceeds of the bond have been distributed to appropriate investments and assets within 24 months of 

the issuance date.  If full distribution of the net proceeds of a climate bond has not been achieved by 

then, the undistributed funds must be held in temporary investments consistent with a low GHG 

emissions and climate-resilient economy, including cash or cash-equivalent instruments. 

It is essential to monitor the use of proceeds for any climate bond.  It is especially important for a 

general obligation, use-of-proceeds bond from an issuer that also has investments or assets that do not 

meet green criteria.  These issuers must be able to demonstrate that the bond proceeds have been 

directed to green investments.  Investors and third-party certifiers will require documentation of how 

the issuer has spent the funds and, if possible, the impact of the investments.  The value of the green 

assets or projects financed by a general obligation, use-of-proceeds bond must equal the amount of the 

bond.  Issuers will need to track the uses of the proceeds to demonstrate that this requirement has 

been met.  Normally, this would be done at least once a year in a public report.  This report must be 

certified by an auditor or signed by an authorized officer of the bond issuer.  It may also be included in 

the annual financial report of the issuer. 
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3. STEPS FOR AGROBANCO TO 

ISSUE A CLIMATE BOND 

Figure 2 shows the steps for issuing a climate bond from pre-issuance through issuance and post-

issuance.  Sections 3.1-3.3 discuss these steps in greater detail. 

 

FIGURE 2. Steps for Issuing a Climate Bond 
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3.1 PRE-ISSUANCE 

3.1.1 MARKET ANALYSIS 

Step 1: Undertake a market analysis to assess the viability of a climate bond.  CEADIR had 

previously completed a general market analysis for green bonds in Peru (Laird et al. 2015).  This 

analysis determined that there would be appetite for long-term green bonds, depending on the 

risk profile of the issuer.  In July 2017, a CEADIR consultant confirmed the potential demand for 

a climate bond in meetings with AgroBanco, Fitch Ratings, JP Morgan, and Deloitte Touche in 

Peru.  

3.1.2 DESIGN OF A CLIMATE BOND FRAMEWORK 

Step 2: Develop criteria for the use of climate bond proceeds.  AgroBanco needs to establish 

criteria for the loans or other investments it would finance with a climate bond.  The criteria 

should be consistent with the Green Bond Principles (Annex A).  They should also meet the 

criteria of the Climate Bonds Initiative (CBI) for forestry, agriculture, and other sectors to be 

financed. AgroBanco would need to undertake the following steps in developing its climate bond 

framework: 

 Review its criteria for future loans across sectors and portfolios; 

 Review and finalize the criteria consultants developed for its Green Bank transition; 

 Participate in the Climate Bonds Initiative Land Use Criteria Technical Working Group; 

 Review the pipeline of potential green loans; and 

 Develop criteria that meet AgroBanco’s Green Bank goals as well as the Green Bond 

Principles, and Climate Bonds Initiative guidelines.  As of March 2019, CBI had issued its 

criteria for forestry, but was still preparing its criteria for agriculture.   

Step 3: Develop loan appraisal and selection processes for the portfolio to be financed by 

the climate bond.  This step includes developing the criteria for projects to be financed and 

designing internal procedures for loan appraisal and selection.  Ideally, the processes and 

procedures should be transparent and consistent for the use of the bond proceeds and 

operations of the Green Bank as a whole.  

Step 4: Review fund management processes and controls.  AgroBanco needs to review its 

management processes to ensure that the net proceeds of the climate bond are available for 

loans and investments that meet the criteria established in Steps 1 and 2.  These funds could 

either be credited to a subaccount or a sub-portfolio that can be tracked and certified by its 

financial officers for reporting.  To facilitate marketing of the bond, AgroBanco should announce 

the intended temporary placement for the unallocated proceeds, its commitment to follow their 

climate good industry practices and compliance with evolving guidance and standards.  

Step 5: Establish tracking and reporting systems and procedures.  Full disclosure of the 

allocation of proceeds is necessary for a climate bond.  The value of the loans or assets financed 

with the bond proceeds must remain greater than or equal to the face value of the climate 

bond.  Until the maturity date of the bond, the balance of the tracked proceeds will need to be 

adjusted to match allocations to eligible assets or projects during each reporting period.  

AgroBanco will need to show how they are tracking this information and report on the 

allocations transparently.   
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 Previous green bond issuers have used separate coding for the green bond proceeds and their 

allocations to ensure that funds are used properly.  Monitoring procedures will need to ensure 

that the proceeds are not placed in non-green investments during the life of the bond.  The 

Green Bond Principles recommend describing the tracking procedures in the use of proceeds 

section of the legal documentation for the bond issuance. AgroBanco will need to ensure that its 

management information and loan tracking systems can properly track the allocation of 

proceeds.  It should also develop processes to monitor the environmental and climate impact of 

investments, where possible.   

Step 6: Obtain pre-issuance climate bond certification.  To obtain pre-issuance certification for a 

climate bond, an issuer will need to submit a Climate Bond Information Form to the Climate Bond 

Standard Secretariat (Annex B). This step is done after developing the use of proceeds criteria, 

but before bond issuance.  The issuer will have to update this form.  

Step 7: Arrange for an independent review and verification.   

 Independent review and verification are needed to establish the reputation of a potential climate 

bond issuer, certify a climate bond, and generate investor confidence.  AgroBanco will need to 

hire an approved third-party verifier.1  The verifier will determine whether the loans or assets to 

be financed are eligible under the Climate Bond Standard and the bank has adequate internal 

processes and controls to track and report on use of the bond proceeds. 

 By following the Climate Bond Standards and criteria, an issuer can reduce the cost of the 

independent review and improve the future tradability of a proposed climate bond.  The 

approved third party will prepare a Verifier’s Report for Pre-Issuance stating whether the bond 

conforms to the pre-issuance requirements of the Climate Bond Standard. The verification 

statement must be in English.  It must assess and document the following elements for the term 

of the climate bond: 

 Verification process, including a justification of how the proposed bond meets the 

compliance requirements under each of the clauses in the Climate Bond Standard; 

 Information supporting the Climate Bond issuance and whether the verification was 

hypothetical, projected, or historical; 

 Financial accounting systems that provide reasonable assurance that the organization will be 

able to comply with the Climate Bond Standard; 

 Internal compliance and management systems that provide reasonable assurance that the 

organization will be able to comply with the Climate Bond Standard; 

 Any issues raised during the verification process and their resolution; and 

 Verifier’s conclusions, including a reasonable assurance statement that the bond issue 

complies with all the standards and whether there were any qualifications or limitations.  

Verifiers’ reports are submitted to the Climate Bonds Standard Board.  The reports are 

considered confidential unless voluntarily disclosed by the issuer or if the Standards Board is 

required to disclose them under national laws or regulations.  The Climate Bonds Standard 

                                                             

 

 

1 Please see https://www.climatebonds.net/certification/approved-verifiers for an updated list of approved 

verifiers.  

https://www.climatebonds.net/certification/approved-verifiers
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Board will consult with the potential bond issuer and the verifier on the presentation of 

information prior to any public release of the Verifier’s Report  

Step 8: Application for Certification.  After the verifier has finalized the report, AgroBanco can 

submit an application for certification to the Climate Bond Standards Secretariat.  The 

application consists of three documents:  1) Climate Bond Information Form; 2) Verifier’s Report for 

Pre-Issuance; and 3) Certification Application and Agreement (Annex C).  The Certification Application 

and Agreement is a legal document that must be reviewed by AgroBanco’s legal department and 

signed by an authorized representative of the bank.  The Climate Bond Information Form and the 

Certification Application and Agreement must list the size of the bond issuance.  The Climate Bonds 

Standards Board then decides whether to issue the certification.  If the application is approved, 

the Climate Bonds Standards Board will send a certification letter and certificate.  

3.2 PREPARATION OF THE OFFER AND ISSUANCE 

Step 9: Structuring the climate bond for the market.  The preparation work for issuing a climate 

bond offer is similar to that of a conventional bond; the main difference is the intended use of 

the proceeds.  The rules and procedures vary by the type of bond.  AgroBanco is considering a 

use-of-proceeds, general obligation bond with a long-term maturity that would be marketed to 

domestic, institutional investors.  

 An underwriter/financial advisor will survey the main potential investors to determine an 

appropriate coupon rate and maturity and structure the bond to meet the objectives of the 

issuer and the likely investors.  AgroBanco will need to take an active role in the bond 

structuring process with the underwriter to ensure that the alternatives for structuring the 

bond and the terms and conditions are well understood and acceptable.  It will need to pay 

close attention to any covenants, agreements, security features, and other obligations.  The 

credit rating agencies will need to be kept informed during this phase.  

Step 9a: Determine placement.  The issuer will have to decide whether to offer the bond as a 

private placement or public debt offering.  CEADIR recommends a public debt offering for 

AgroBank because the cost of capital is likely to be lower and the bond’s market liquidity may 

be better.  Domestic pension funds and insurance companies are likely to be buy-and-hold 

investors. The financial advisory team will help AgroBanco determine whether the public 

offering should be open and competitive or a negotiated private placement.  A private placement 

requires less documentation than a public offering.  However, a private placement may make the 

bond financing more expensive and may have less favorable tax implications.   

Step 10: Prepare issuance documents.  The financial advisors, underwriters, and bond counsel will 

draft the bond issuance documents and circulate them to a working group for comments.  The 

documents will specify the use of proceeds criteria and whether Climate Bond Standards 

certification has been obtained.  AgroBanco should be fully involved with the bond counsel in 

reviewing the documents, including the required disclosures and standard boilerplate provisions.  

The decision on whether to have a private placement public offering will determine whether a 

private placement memorandum or prospectus is needed.  These disclosure documents are also 

used for marketing and usually contain the following. 

 A description of the securities, including: 

 Payment of principal and interest; 

 Interest rates or method of determining the interest rates; 

 Price; 



 

 

AgroBanco Climate Bond Road Map    12 

 How it was offered; 

 Mandatory redemption provisions; 

 Optional redemption provisions; 

 Covenants; 

 Rating; and 

 Tax status. 

 A description of the issuer, including: 

 Business and industry-specific information; 

 Management; 

 Ownership structure; 

 Major contracts, if any; and 

 Any legal or regulatory enforcement actions relating to the issuer. 

 A description of any third-party agents, guarantors, or insurance on the issue; 

 Use of proceeds, including selection criteria and use of proceeds tracking and monitoring 

procedures; 

 Third-party opinion, verification and/or certification, if any; 

 Issuer’s financials; and 

 A description of the risks of the securities. 

Step 11: Bond Rating, marketing, and pricing.  Before bond marketing begins, all parties need to 

agree on the bond structuring and terms of the financing other than pricing.  This is important 

for a smooth credit rating process.  The credit rating process may identify an issue that requires 

reconsideration of some of the decisions on structuring the bond.  After the credit rating has 

been determined, the bond team will prepare marketing materials and make presentations.  The 

team will have already polled potential investors on proposed size and terms in Step 7.  In Step 

11, the final interest rates, size, and other financial terms of the debt will be set.  

Step 11a: Obtain credit rating.  The issuer is responsible for providing the necessary information to 

the independent credit rating agencies.  This may include a meeting with rating analysts or a site 

visit.  

Step 11b: Prepare marketing materials and a presentation.  

Step 11c: Market the bond.  Road shows are meetings that the managing underwriter or financial 

advisor will arrange for the issuer presentations to groups of institutional investors, money 

managers, and securities dealers.  The preliminary prospectus is distributed during these 

meetings.  AgroBanco should be prepared to discuss its transition to a Green Bank, growth 

trends and targets, criteria for use of proceeds, and internal controls and monitoring and 

reporting during the roadshows.  Since the intended market for this bond is in Lima and there 

are relatively few major, domestic institutional investors for a climate bond in Peru, the number 

of meetings is likely to be small.  During or after the road shows, negotiations will determine: 

 Quantity:  How much of the bond issue specific investors are willing to buy.  The 

subscription rate indicates how investors will receive the issue.  A low subscription rate may 

indicate modifications to the terms of the issue are required. 
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 Price:  The maximum amount investors are willing to pay per unit of the bond.  The 

coupon rate is typically stated in the registration documents, but final pricing of the bond 

will occur on the sale date of.  At that time, buyers may offer the par value or pay a 

premium or discount that reflects market conditions on that day.  

Step 12: Obtain issuance approval from government regulators.   

Step 13: Price the climate bond.  By the time the climate bond is priced, the deal will have been 

structured and marketed.  Unless there is a significant financial market change or unexpected 

event, the market price should be apparent during the road show discussions with investors.    

Step 14: Issue and close. The bond issuer, counsel, and underwriter sign legal documents; the issuer 

delivers the bonds to the buyers; and the bondholders pay the issuer.  

 Signing.  The subscription agreement is signed and prospectus approved by the listing 

authority. 

 Closing.  Other documents are signed and the bonds are signed and authenticated. 

Authentication of a bond is the legal certification validating the bond certificates as genuine. 

The bond certificates are delivered to the bondholders and payment is transferred to the 

issuer. 

3.3 POST-ISSUANCE 

Step 15: Monitor use of proceeds and report annually.  AgroBanco will be responsible for 

monitoring and reporting on the use of proceeds from the climate bond.  The procedures and 

policies for monitoring and reporting will have been set in the pre-issuance phase.  To maintain 

the status of a climate bond, AgroBanco will need to confirm at least once a year in a public 

report that the funds have been properly allocated to the agreed types of projects.  This 

reporting can be done by an auditor or authorized officer of the company and can be 

incorporated into AgroBanco’s standard public financial reports.  AgroBanco will also need to 

report on the main features of the climate bond and its environmental or climate impacts to 

investors, shareholders, and other stakeholders.  This reporting can also be integrated into 

AgroBanco’s usual quarterly and/or annual financial reports.   

Step 16: Obtain post-issuance certification.  AgroBanco must hire an approved, third-party verifier 

to confirm that the bond and use of proceeds have met the requirements of the Climate Bonds 

Standard.  Normally, the same third-party verifier hired for the pre-issuance work should carry 

out the post-issuance verifications. The verifier will prepare an Assurance Report. AgroBanco 

will submit the Assurance Report to the Climate Bonds Standard Board as a requirement of 

maintaining the certification status of the bond.  The verifier’s post-issuance reports are subject 

to the same confidentiality provisions as the pre-issuance verification report. 
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ANNEX A: GREEN BOND 

PRINCIPLES 
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ANNEX B: CLIMATE BOND 

INFORMATION FORM 

 

Climate Bond Information Form 
Information is 

Confidential 

or Public 

Information to 

be provided by 

potential Issuer 
Note: If not all 
information is 

available at time 

of submission of 

this Form, please 
indicate this with 

""TBC"" in the 
relevant cells 

Issuer Details 

 

Company 

information 

 

 

 

 

Registered Business Name 

Trading name (if different) 

Address of Head Office 

(including country) 

Value Added Tax (VAT) 

number, for EU countries 

Business Registration 

Number 

Public 

Public 

 

Confidential 

Confidential 

 

Contact person 

 

 

 

Name 

Position and company 

Contact number (include 

country code) 

Email address 

 

Bond Details 

 

Details on bond size, 

currency, timing, 

identification 

 

(provide preliminary 

estimates until details 

can be confirmed on 

financial close of the 

bond)  

 

Unique name of the 

"bond" 

ISIN 

CUSIP 

Country of issuance 

Local currency 

Amount issued in local 

currency 

Issue date 

Maturity date 

Coupon/Yield 

Underwriter 

  

Bond Type 

 

 

Use of Proceeds Bond 

Use of Proceeds Revenue 

Bond 

Project Bond 

Securitized Bond 
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Green 

definitions 

 

 

 

 

 

 

 

 

Description of 

Nominated  

Projects & Assets  

 

(include project level 

information in each 

relevant category on 

the geographical 

location, size in 

dollars, and 

construction or 

operational phase) 

 

(add further detail on 

additional 

worksheets if 

preferred)  

Low carbon transport 

Renewable Energy 

Low carbon buildings 

Agriculture, Food & 

Forestry 

Water 

Waste Management 

Climate Adaptation 

  

Ambition level 1) Meet standard  

2) Exceed standard, or  

3) Progressive performance  

(more green over time) 

Use of 

proceeds/Set 

up of assets 

to be funded 

 

Framework approach 

or existing assets 

   

Refinancing or new 

assets 

(in % terms & note if 

estimated or definite split) 

Allocation split 

across different 

project categories  

(if undetermined 

then "n/a") 

(in % terms & note if 

estimated or definite split) 

 

Project 

Selection and 

Evaluation  

 

 

 

Is there to be a 

portfolio 

(framework) 

approach?  

   

Describe the 

decision 

procedure/policy for 

assessment of assets 

 

Describe the 

governance 

framework for 

decision making 
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Management 

of proceeds 

 

Proceeds are to be: 

Provide detail on 

either earmarking or 

ringfence process 

1) earmarked  

2) ringfenced 

  

Timing 

When will the proceeds be 

deployed? (in yrs) 

How long is expected tenor 

of the bond? (in yrs) 

Use of proceeds 

before  

allocation to green 

Describe the types of 

financial instruments/what 

the proceeds can be used 

for before allocation 

 

Reporting 

 

Reporting on green 

credentials/outcomes 

How often will there be a 

report? 

In what format (newsletter, 

part of CSR report, website 

disclosure) 

Will the report be public or 

bondholder only? 

Will the report include 

details of the green 

categories (i.e. wind farm 60 

MW) 

Will the report include 

where are the 

projects/assets located (i.e. 

wind farm 60 MW UK off-

shore) 

What will be the 

performance KPI ’s 

disclosed for each category? 

(include calculation method) 

Will the KPI’s be verified by 

a third party? 

What is a target level 

performance (is this relative 

to baseline/how does it fit 

with meeting the standard)? 

  

 

For original form, please see 

https://www.climatebonds.net/files/files/Climate%20Bond%20Information%20Form%20-

%20Oct%202018.xlsx 

https://www.climatebonds.net/files/files/Climate%20Bond%20Information%20Form%20-%20Oct%202018.xlsx
https://www.climatebonds.net/files/files/Climate%20Bond%20Information%20Form%20-%20Oct%202018.xlsx


 

 

AgroBanco Climate Bond Road Map    33 

ANNEX C: APPLICATION AND 

AGREEMENT FOR CLIMATE 

BONDS CERTIFICATION 
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