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The Securities Act
{Act No. 41 of 2016)

The Securities (Green Bonds) Guidelines, 2019
[ excresi of the powers contained in section 211 of the
Securitics Act, 2016, the following Guidelines are hereby made:
PART A
[TRODUCTION
I Tite

These Guidetines may be cited as the Securitics (Green
Bonds) Guidelines, 2019,

]

Application

21 These Guidelines shall apply to all issuers of bonds in
Zambia labelled green based on the critetia prescribed
within these Guidelines.

22 In case of any doubt, it is advised that direction or
clarification be sought from the Securities and Exchange
Commission.

3 Interpretation
In these Guidelines, unless the context otherwise requires—

“ Act ” means the Sccurilies Act No. 41 of 2016 and any
subscquent amendments;

* Aggregated portfolio basis ™ means the pereentage of
proceeds allocated to certain project categories due to a
targe aumber ot underlying projects;

“ Bond " means a debt security or instrument issued bya
body to which these Guidelines apply, to secure the
repayment ot money borrowed by such body;

* Certification ™ means certifying a Green Bond against a
recognized external green standard or label.

“ Eligible projects ” means project categories that contribute
to environmental objectives including but not limited to
clinate change mitigation, climate change adaptation,
natural resource conservation, biodiversity conservation,
and pollution prevention and control. Refer to Appendix
[ for examples of eligible projects;

“ Green Bond ” means a fixed income or debt sceurity
instrument, either unlisted or listed on a securitics
cxchange, approved by the SEC, whose proceeds are used
to finance or refinance new or existing projects that
generate climate or other environmental benefits that
contonm to green guidelines and standards;

“ Green Bond Scoring/Rating ™ means the assessment by a
qualified thicd party, such as a specialised research
provider or rating agency, according to an established
scoring/rating methedology:

" Green guidelines and standards © means guidelines and

standards including—

fa)Green Bond Principles (GBP), as may be
amended, issucd and governed by the
International Capital Markets Association:

(&) Green Bond Standards such as the Climare
Bonds Standard, as may be amended, issued
and governed by the Climate Bonds
Initiative;

fe) Government policies and guidelines such ns the
Zambig National Policy on Climate Change
{2016}, National Policy un Wetlands {2018
- 2028) and Zambia’s Sccond National
Biodiversity Strategy and Action Plan (2013
- 2025}, among other Government policies;
or

{drany other standard acceptable to the SEC;

* Greenwashing ™ means the superficial or insincore display
of concern for the environment including-—

{a) mislabelling of'a bond as green: or

() the overstatement ol the environmenta! benefits
of a project that the procecds of the Green
Bond will fund; or

fc} any other form of misrcpresentation with
respect to a bond being labelled green

* Independent External Reviewer ” means an cntity,
independent ol an issuer, its directors, senior m anagement
and advisers, compliant with the International Capital
Markels Association’s Guidelines for External Reviewers
or accredited under the Climate Bonds Standards and
Certification Scheme, or any other professional hody
aceeptable to the SEC, and a securities exchange, in the
case ot a listed Green Bond, appointed by the issuer to
confirm the green status of the Green Bond:

]

* Issuer 7 means a corporate entity, Government or sub
national government entity that issues or proposes (o
issue a green bond;

“ Mistepresentation ” shall have the same meaning assigned
to it under the Act;

* Performance indicators and metrics ™ means qualitative
performance measures which may be based on parameters
in¢luding electricity genevation, electricity conncetions
made, greenhouse gas emissions reduced or avoided,
incrcases in forest cover, number of people provided
with access to clean power, decreased water use, and
reduction in the number of cars; and

" Prospectus ™ shall have the smme meaning assigned to it
under the Act; and

“8EC” means the Securitics and Exchange Commission.

 Secend Party Opinion ™ means an assessment of the
alignment of the Green Bond with thc Green Bond
Principles by an expert independent from the Issuer,

* Verification ™ means an independent verification of the
aligriment of the Green Bond with the internal or external
standards or claims made by the issuer.

PART B
PROCEDURES
FProcedure for lssuance of @ Green Bond

4.1 An issucr of o Green Bond shall comply with the
requirements in these Guidelines in addition to the relevant
provisions of the Sceurities (Registration of Sceuritics)
Rules us amended from time to time,
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5

Procedure for Listing o Green Bond

5.1 The procedure for listing of Green Bonds shall be in
accordance with the provisions of the rules of 2 SEC-
ltcensed securitics exchange,as amended from ime to
tirne.

PART C
InpErENDEN I BxTERNAL REVIDWER

Appointment and efigibility ay an ludependent Reviewer

6.1 An issuer shall appoint an Independent Reviewer to
CAITY nut a pre-issuance review,

6.2 Independent external reviews may vary in scope and
broadty shall be ane of the following types:

6.2.1  Sccond Party Opinion
6.2.2  Verification

6.2.3  Certification

6.2.4  Green Bond Scoring/Rating

6.3 An issuer shall confirm to investors, the SEC, and a
Sccurities Exchunge where the issuance is intended to be
listed, that the Issuance is eligible to be classified as zreen
pursuant to applicable green guidelines and standards,

6.4 AnIndependent Reviewer appointed under paragraph
6.1 shall be an entity —

fa) specialising in assessing the framework of the
Green Bond’s environmental objectives,with
sutficient environmental, financial and
markct-specific expertise to perform
acomprehensive assessment of the use of
proceeds;

(b} independent of the issuer, its directors, senior
management and advisors;

f¢) compliant with the International Capital
Markets Association’s Guidelines for
External Reviewers, or accrediied under the
Climate Standardsand Certification Sch eme,
or any industry body acceptable to the SEC,
and to a Securities Exchange, in the case of
alisted Cireen Bond; and

(d} with significant and appropriate expertise
necded for providing independent reviews
on green bonds.

PART D
ProOsPECTUS AND MannaTory DIScLOSURES
7.1 An issuer shall prepare a Prospectus which shall
comply with therequirements of the Sccurities
{Registration of Securities) Rules,

7.1 The Prospectus described under paragraph 7.1 shall
include a reportfromthe [ndependent Reviewer, which
repart shall include a statement by the Reviewer
confirming whether the proposed issuance can be
classitied as green pursuant to the green bond guidelines
and standards.

7.5 Thereport in paragraph 7.2 shall cantain the tollowing
particulars—

fo) a statement on the environmental or other green
objectives of the proposcd Green Bond and
the process o determine project cligibilicy
and related eligibility eriteria;

fh) a statement of rthe systems, policies and
processes to be used for the mapagement,
allocation and reporting of the Green Bond
funds and investments; and

{c) astatement to confiom that the proposed Green
Bond issuance can be classified as green,

8 Disclosure on Use and Management of Proceeds

8.1 Prior to the issuance of 2 Green Bond, the issuer must
disciose to investors, in theProspectus, the use of
proceeds and the process tor managing the procecds trom
the Green Bond.

8.2 Theproceeds of Green Bonds may ¢nly be used in the
funding ofeligible green projects.

83 Where an eligible project also has social co-benefits,
the use of proceeds should be determined and disclosed
by the issuer based on its primary objectives for the
underlyving projects prior to the issuance.

8.4 An jssuer shall disclose to investors in the prospectus,

the intended types of temporary placement for (he
balance of the unallocated proceeds of the Green Bond,

9 Disclasure on Project Selection Process

9.1 Where applicable, an issuer shall, in the Prospectus,
provide eriteria on how the issuer will gelect eligible
projects.

9.2 The Criteria in 9.1 shall for all intents and purposes
uphold the principles of these Guidelines and shall net in
any way be the basis for circumventing any of the
provisions contained in these Guidelines.

10 Submission of the Application for Registration

10.1 A proposed issuer shall submit the Application for
Registration and all supporting documentsto the SEC
through its Broker/Dealer

10.2 The SEC shall, after receipt of full and tinal documents
under paragraph 10.1, undertake a review ol the
Application for Registration, the Prospectus and other
supporting documents with g view of satisfying itself
that the proposed issucr has complied with all laws and
requircments relating to the issuance of a Grecn Bond.

0.3 The Commission shall, within 90 calendar days of
receipt of the documents submitted under paragraph 0.1,
approve or reject the application for registration.

104 The SEC shall, where it approves the application tor
registration, notify the issuerin writing of the registration,

[0.5 The SEC shall. where it rejects the application for
registration, notify the issuer in writing and state the
chinges the issuer is required to make 1o the application
in order to comply with these Rules.

106 The registration shall he subject to the payment of
the prescribed fees,
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PART E 117 Atall times priorto a Green Bond maturing, the balance
[NpEPENDENT ExTirnal REVIEWER of the tracked proceeds shatl be periodically adjusted to
L ] o match altecations to cligible green projects made during
[T Comtinuous Reporting Obligations that period.

L1 _ Thclssucrofla(]l:ccn B(md_sh:ll['bcrequlr::([ Lo wm'ply 118 The issuer's management of proceeds shall be
W'th_ the continuing OllJllgﬂtI()rlS and reporting contfirmed by an auditor, or other third party,to verity the
requiremelils as preS(;ljll_)cd in the Act and the Seeuritics issucr's internal tracking method and theallocation of funds
(Registration of Sccuritics) Rules. from the proccedsof the Green Bond,

1.2 As por the Sceurities (Registration of Sscurities) PART T .

Rules, Lhe issucrofa Green Bond shallprovide to investors BREACHES

and the SEC a director’s report aud annual accounts, not
less than twenty-one calendar days before the date of the
issuer’s annual general meeting,

3 Inaddition to the requirements in paragraph 11.2, an

issuer of a Green Bond shall be required to include in ils
director’s report and annual accounts, a comprehensive
Green Band Report providing the tollowing:

{a) a brief description of the projects and the
armounts dishursed, including the percentage
of proceeds that have been allocated to
different project types and to financing and
refinancing of such projects,

fb}where confidentiality
competition considerations, or a large
number of underlying projects limit the
amount of detail that can be disclosed, the

agreements  or

information shall be presented to the
investors, in generic tocrims or on an
aggregated portfolio basis, except that the
SEC may request an issuer to provide
detailed information for regulatorypumoses;

{¢) the expected impact of the projects and assets;

{d) the qualitative perforinance indicators, and
where feasible, quantitative performance
measures of the impact of the projects;

fe) the methodology and undetlying
assumptions used to prepare performance
indicatorsand metrics; and

(f) a statement by thc Reviewer that the
issuancestill meets the requirements for
being classified as green pursuant to the

green bond guidelines and standards.

1t.4  The Green Bond Report prepared in accordance with
11.3 shall be revicwed and contirmed by an
IndependentExternal Reviewer.

.5 In the casc of listed issuers, the Green Bond Report
along with the director’s report and the annual accounts
shall be publicly availablc on a websile designated bythe
issuer at the time of the 1ssuance of the Green Bond.

.6 The proceeds of the Green Bond shall be monitored
and tracked by the issuer in an appropriate manner on 4
daily, weekly, monthly, or quarterly basis or within any
other period as the issuer may provide and attest to by a
tormal internal process linked to the issucr’s lending and
investment operations for eligible green projects.

12 Breach of Green Requiremenis by an fssuer of Green Bonds

12.1
the requirements of these Guidelines or any other retevant
laws or rules, the SEC will inform the issuer about the
provision that has been breached and shall, in addition to

Where an issucr of a Green Bond contravenes any of

anyother action that the SEC may take, require the issuer
to take remedial steps to rectify the breach, subject to a
time frame approved by the SEC.

12.2 Where the issucr fails to take any remedial steps to
rectify the breach, the SEC may dircet the issuer to remove

the green label on the Green Bond.

[23  The SEC may,in the interest of the investors, take any
other enforcement action it may consider fit against the
tssuer for the breach or any other act of non-compliance
with the securitics laws and regulations.

13 Suspension of a Green Bond

13.1  Any action to suspend the trading of a Green Bond
shall be undertakcn subjcct to the provisions of the
Securitics Act and/or the exchange rules.

13.2  Where the SEC or an Independent Reviewer’s report
detenmines that there has been greenwashing or the Green
Bond has ceased to meel the prescribed eligibility
requirements, the SEC may require an issuer to remove
the sreen label from a registered Green Bond.

13.3 Where greenwashing has occurred, the SEC shall
institute investigations to determine whether the action
by the issuer to greenwash the bond constilutes a fraud
on, of misrcpresentation to investors and shall apply the
applicable law on fraud and misrepresentation.

134  The SEC may institutc investigations and if warranted
suspend trading of a Green Bond, where it has reasonable
cause to belicve, etther on its own motion or as a resull of
a complaint or other information received, that an issucr
has breached any provision of the Securitics Act or these
Guidelines.

PART G
Roviews

14 Review and updating of these Guidelines

l4.1  The SEC shall from time lo time issue updates to
these Guidelines

P. K. CurraL.
Chiief Executive Officer

Lusaka Securitivs and Exchange Commission



