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1.1 A Quick Snapshot of Green Finance Journey
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1.2 Overview of Green Finance In the context of
Sustainable finance

Sustainable Finance Overview

The ICMA published the Sustainable Finance: High-level Definitions Paper in May 2020. This document aims
to provide a common language and clarity to all market participants and stakeholders. ICMA defined

sustainable finance as follows: _ _ _ _
“Sustainable Finance incorporates climate,

green and social finance while also adding
wider considerations concerning the longer-
| term economic sustainability of the
: organizations that are being funded, as well as
the role and stability of the overall financial
system in which they operate”

Sustainable Finance

... other SDGs

|
Environmental ‘ Social Economic

1| Climate change || Climate change Under this revised roadmap — the definition of ‘Green

I adaptation Finance’is the flow of funds towards green economic
I; activities and climate change mitigation and

I Towcarbon adaptation projects in any form of financial product or
Il — ! I service which also integrates the social and

h I governance criteria into business decisions that
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Sustainable

Source: UN Environment Inquiry/World Bank Group (2017)

supports economic growth and provides lasting
benefit for both clients and society while reducing
pressures on the environment.



1.2 Objectives of the revised Green Finance
Roadmap

Given Bhutan’s strong commitment to preservation and conservation of environment, the development of the green
finance roadmap aims to foster the development of policies and initiatives in the green finance landscape in order to
support Bhutan’s long-term climate goals, ambitions and commitments at international, regional, and local levels. The
revised ‘Green Finance Roadmap’ sets out a comprehensive approach that will serve as the foundation for effective
strategies to facilitate the mainstreaming of green finance in Bhutan.

The five objectives of the Green Finance Roadmap The revised roadmap is designed to outlay the strategic action
(Version 1.0) was as follows: plan of the RMA's 2030 roadmap to promote green finance in
the financial system of Bhutan and to address climate change

1. To make the financial system more robust and and other environmental and social risks.
resilient to external vulnerabilities in the wake of
Covid19 pandemic. The 3 objectives of the revised roadmap are as follows;

2. To channel lending towards products and 1. Design the goals/actions/areas that will support the current
services that can deliver both investable returns and planned future initiatives and policies towards creation
and environmentally positive outcomes. of an enabling environment for the widespread adoption of

green finance in the financial ecosystem.

3. To ensure that green investments are prioritized
over business-as-usual investments. 2. Determine priority and focus areas for improvements

relating to green finance.

4. Mobilizing additional investments in Bhutan'’s
green sectors. 3. Provide strategic direction and recommendations to

_ _ ’ o accelerate green finance and to support the transition to a

5. To accelerate the financial sector’s contribution to sustainable and green economy

transitioning to a low carbon economy by
leveraging on modern technology and
innovations.



€2 crtera for developng herevised Rosdmap {

Phase 1
(July 2022 — Dec 2022)

Onboarding the relevant
stakeholders for building partnership
through collaboration to advance
green finance

Phase 2
(Jan 2023 - June 2023)

External and internal
environmental scanning of the
Financial System for alignment

towards environmental goals

Phase 2
July 2023 - Dec 2023

Sequencing of measures and
priorities from tactical
innovation to a more systematic
approach to green financing

Phase 4
(Jan 2024 onwards)

Measuring progress by instituting an
effective framework that can highlight
areas for improvement and effectiveness
of measures introduced



3.1.a Summary of proposed actions under the
revised roadmap

Strategic Pillar I: Governance and Coordination
Activities Timeline | Potential Partners Activities Timeline Potential Partners
Formation of National UN Environment Support and devglop E&S risk
2 Sustainable Finance Short-term NEC. oo , manag_ement pohgyI for FSPs Phase 2to 3 RMA & FSPs
S |Committee ; = (reporting, supervision and.KPIT%_)
£ 9 , O ‘o [Integrate and embed sustainability
L = Develop and approve Short-term UN Environment, > %‘ (green) considerations into existing RMA in consultation with all
@ Z laction plan budget NEC, GNHC, AFI 2 . s Phase 2
= E[BC ' ’ 5 £ [financial sector policies and key stakeholders
€ £ |Collaborate with other Medium- |AFI, UN a regulations, directives
® O ; . - -
,@. Zountn.esb o, — term Environment, GCF :Zr)]ie/\ézlt?r?e%{epﬁgr:‘lnance strategic Phase 3 RMA
w apaglty uiiding of t e. Short-term |AFI, UN Environment
committee and Secretariat
Capacity development of | Medium- [FITI, AFI, UN
‘GEJ financial institutions term Environment, GNHC
>
=
& 2 |Capacity development of | Medium- |FITI, AFI, UN
§ § regulatory & policymakers term  [Environment, GNHC
[}
O [General awareness Medium- [FITI, AFI, UN
raising term Environment, GNHC
Support green fiancé & Lona-term RUB, UN
o o [technology research g Environment, GNHC
c £
2 o [Develop measurement
g = Long-term |GNHC, NEC, FlIs
& S [ramework
(O]
x = Conduct review & update Lona-term UN Environment,
of the roadmap 9 NEC, GNHC, AFI




Pilar II: Environment & Social Risk Management

3.1.b Summary of proposed actions under the
revised roadmap

Activities Timeline | Potential Partners
Develop ESRM guidelines and framework Medium- UN Environment,
by banks including reporting and supervision term NEC, GNHC
5 |oxisting financial sector poliies leisiaton | Medm | UN Environmen
z 19 1in policies, e term | NEC, GNHC, AFI
° and directives
@ Report publicly statistical information and
o> : AFI, UN
b= data on aggregate sustainable and green Long-term .
Z . ; i . Environment, GCF
= finance flows in the financial sector
(-U . - -
o Build F:apgcﬂy and awgreness and provide Medium- AFI. UN
technical implementation support and :
. term Environment
guidance
Conduct baseline research to understand Medium- FITI, AFI, UN
. needs and strategies term  |Environment, GNHC
2  |Develop and approve green insurance Medium- FITI, AFI, UN
T |guideline i
5 term Environment, GNHC
n " . .
e ooy | M- | _m s, un
i P PP term Environment, GNHC
guidance
Develop a concept paper on listing of global
companies in Bhutan based on the Long-term RSEBL, RUB, UN
> parameters of SDG goals and GNH g Environment, GNHC
5_::5 Business Screening tools.
< ——
2 Forr.n.ula'Fe gregn gxchange gu!dellne anql RSEBL, GNHC,
w certification criteria for domestic companies | Long-term
c . NEC, Fls
o to list on Green Exchange
15 Build capacity and awareness and provide RSEBL, UN
technical implementation support and Long-term | Environment, NEC,
guidance GNHC, AFI

tools

Activities Timeline [Potential Partners
i , RMA in consultation
To review and assess the negd for_ ConieusE |
measures to promote green financial with all key
o duct process kehold
S products stakeholders
O o [To ensure alignment with the : :
= ) : , RMA in consultation
2 & recommendations in the RMA’s 2030 Continuous { ... ) key
'c ®© |[Roadmap & National Climate initiatives process stakeholders
S & land commitment
c . q
T Develop envwonmental gnd‘cllmate- RMA with FSPs (TA
related stress testing guidelines and Phase 3

support required)




Pilar Ill: Green Finance Flows

3.1.c Summary of proposed actions under the
revised roadmap

funding sources

Activities Timeline | Potential Partners
Green Bond: Conduct study and identify
" strategy to develop green bond market; RSEBL, UN
=  [Introduce green bond guidelines, green Medium- | Environment, MoF,
GE) bond catalogue, reporting guidance and term NEC. GNHC. ADB
> incentive mechanisms; Build capacity and World Bank
» awareness
c
o Guarantees/Refinance schemes: Issue
(&)
S guidelines/ framework for Medium- MO_F’ RSEBL, UN
£ [guarantee/refinance schemes; Build erm | Environment, NEC,
= capacity GNHC, AFI
Qo Impact Investment: Issue regulations for ) AFI, UN Environment,
O |impact Investment; Build capacity and Medium- GCF, GIZ, World
awareness, term Bank, ADB
.= Provide green finance incentive Long-term RMA. Fls
= mechanisms
@ £ |Introduce differentiated prudential
é & [requirements to promote green finance || 5ng-term RMA, Fls
=
Allocate resources to green activities
m through targeted reflna_nce schfames, Long-term MoF
o guarantees and other risk sharing
= instruments.
o Develop green taxation regulation and Long-term MoF
IS framework
§ Ass_lst financial institutions to tap globally Medium-
7 available green GNHC
T term

Activities Timeline |Potential Partners
Explor_e and learn from the other _ ETERRE a
$ . [countries net zero target and the Continuous with all key
© § [opportunities it provides to drive process stakeholders
o g sustainable/green finance.
2 @0 S q h hani RMA with relevant
S > [FXplorean sgpport t. € MEcnanism © | continuous stakeholders
‘"= £ [tap access to international climate/green :
) process (national &
funds . :
international)




3.2 Next Steps for advancing green finance

This Roadmap presents a guide to align the financial system with green finance goals. In order to start

the implementation of the roadmap, the following immediate next steps could be taken:

1.
2.

Establishment of Green Finance Committee and set up of thematic working group within RMA.
Development of detailed Action Plan to support the implementation of the roadmap including clear
timelines, responsibilities and expected outcomes.

Organizing of stakeholder and public consultation to ensure alignment of the roadmap with other
sector initiatives

Development of budget and identification of funding sources

Launch and kick-off of implementation phase






