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Although once seen as irrelevant to environmental protection,
financial regulation has become a critical component of global climate
change responses, as recognized by the Paris Agreement.! In addi-
tion, climate change and related environmental risks, such as threats to
biodiversity and natural resources, are now recognized as potentially
financially material to companies, investors, and entire economies, as well
as to sustainable development.? For these reasons, China has joined the
many other governments and international organizations worldwide who
are actively engaged in promoting regulatory reforms and voluntary ini-
tiatives to advance a green finance transition.

1. THE GLOBAL GREEN FINANCE TRANSITION: AN OVERVIEW

‘Green’ or ‘sustainable’ finance encompasses the integration of sus-
tainability factors, broadly defined, into investment decision-making and
financial systems in order to support stable and climate-resilient mar-
kets and enable investors to direct capital to sustainable uses.* Green
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1. Paris Agreement to the United Nations Framework Convention on Climate
Change, Dec. 12 2015, T.I.A.S. No. 16-1104, art. 2(1) (stating that the “[a]greement . . .
aims to strengthen the global response to the threat of climate change . . . by [limiting
temperature rise] and making finance flows consistent with a pathway towards low
greenhouse gas emissions and climate-resilient development”).

2. See Mission, Taskforce on Nature-Related Fin. Disclosures [TNFD], https://
tnfd.global/about/ [https://perma.cc/ GUE3-JINK] (last visited July 1,2024).

3. Guanyu Goujian Jinrong Tixi de Zhidao Yijian (¥ FHIBREMARMIESE
1) [Guiding Opinion on Establishing the Green Financial System] (promulgated by
People’s Bank of China (PBOC), Ministry of Finance (MOF), National Development
and Reform Commission (NDRC), Ministry of Environmental Protection (MEP),
China Banking Regulatory Commission (CBRC), China Securities Regulatory
Commission (CSRC), and China Insurance Regulatory Commission (CIRC),
Guiding Opinion on Establishing the Green Financial System, Aug. 31, 2016) http://
www.pbc.gov.cn/english/130721/3133045/index.html [https://perma.cc/UV5P-ZH7S];
Communication from the Commission to the European Parliament, the European
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finance policies may also facilitate the mitigation of corporate climate
and environmental harms and indirectly promote sustainable develop-
ment. Indeed, as discussed below, China is among the jurisdictions that
are looking to green finance reforms to encourage financial institutions
and companies to address their own climate and environmental impacts.*

Internationally, green finance has evolved from a system of volun-
tary standards, private innovation, and self-regulation driven by market
demand into an area of increased regulation. These trends have been
facilitated by international organizations and have generally been
directed toward jurisdictions’ common goals of international standardiza-
tion, regulatory alignment with the Paris targets, and greater transparency
and enforcement. The scope of these green finance reforms is also
expanding, with attention increasingly focused on the need for ‘transi-
tion’ capital for high-emitting sectors, and for companies to assess their
own financial risk from environmental degradation, declining biodiver-
sity, unsustainable resource use, and threats to the natural world.

Green finance regulation is generally directed at improving climate
and sustainability risk disclosure and risk management for corpora-
tions and their investors, setting standards for green financial products
and investment activities, and ensuring that financial institutions actively
monitor the climate and environmental risk of their investments. Other
green finance mechanisms such as carbon taxes and carbon markets seek
to price carbon externalities and use market mechanisms to encourage
emissions reductions.

II. GREEN FINANCE DEVELOPMENTS IN CHINA

China has been an early leader in green finance for over a decade.
In 2016, China made green finance a centerpiece of its policy platform
during its leadership of the G20 and also became one of the first coun-
tries globally to adopt a national green finance strategy, engaging multiple
central-level ministries and its central bank, the People’s Bank of China
(PBOC).> China’s high-level green finance strategies have continued to
develop with strong backing from the Chinese Communist Party (CCP),
which sees green finance as an essential pathway to supporting the sus-
tainability, resilience, and inclusivity of the real economy.® China’s green

Council, the Council, the European Central Bank, the European Economic and Social
Commiittee and the Committee of the Regions, Action Plan: Financing Sustainable
Growth, COM (2018) 97 final (Aug. 3,2018).

4. PBOC et al., supra note 3 at 1(1) (defining green finance as “financial
services provided for economic activities that are supportive of environmental
improvement, climate change mitigation, and more efficient resource utilization”).

5. PBOC et al., supra note 3.

6.  See Shengtai Huanjingbu, Guojia Fazhan He Gaige Weiyuanhui, Zhongguo
Renmin Yinhang Deng Guanyu Cujin Yingdui Qihou Bianhua Tou Rongzi de Zhidao
Yijian (ESWIRE, BRAERNNEZGAR, PEARRITSERTEHENNSE
TERRERIESEN) [Guiding Opinion of the MEE, NDRC, PBOC and Other
Departments on Promoting Investment and Financing in Response to Climate
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finance policies are grounded on its international commitments under
the Paris Agreement and on its own sustainable development policy
goals.” These include targets for carbon emissions peaking in 2030 and
for carbon neutrality to be achieved by 2060.5 In 2024, China’s financial
regulator, the National Financial Regulatory Administration (NFRA),
also identified green finance and “inclusive finance” within its target pri-
orities for the financial services sector.’

The PBOC and China’s bank regulators, now succeeded by the
NFRA,"” have spearheaded China’s green finance initiatives. Other regu-
lators, including the State-owned Assets Supervision and Administration
Commission (SASAC), the Ministry of Finance (MOF), the National
Development and Reform Commission (NDRC), and the Ministry of
Ecology and Environment (MEE), have also introduced green finance
standards and mechanisms in their respective areas of responsibility.

Change] (promulgated by the Ministry of Ecology and Environment of the People’s
Republic of China, Oct. 20, 2020). On the Party’s support, see, e.g. Tongchou Tuijiin
Puhui Jinrong, Liise Jinrong, Kechuang Jinrong, Gongyinglian Jinrong Fazhan, Tigao
Fuwu Shiti Jingji Zhiliang Shengji de Jingzhunxing He Kejixing (SiE#HEESE
B e MR fURERAR RERIEEEFREARVEEN
MOl K1) [Outline for Building a Strong Country with Quality] (promulgated by
the Communist Party of China Central Committee (CPCCC) & PRC State Council,
Feb. 6,2023) (“We will promote the development of inclusive finance, green finance,

science and innovation finance, and supply chain finance . . . to upgrade the quality
of the real economy”), www.news.cn/2023-02/06/c_1129342462.htm [https://perma.cc/
POKJ-J3WX].

7. These goals have been emphasized anew in China’s current Five-Year Plan.
See Zhonghua Renmin Gongheguo Guomin Jingji He Shehui Fazhan de Shisige
Wunian Guihua He 2035 Nian Yuanjing Mubiao Gangyao (F{E A RENEERET
MR RE TN AFAXF2035Fin= EIRNE) [Outline of the 14" Five-Year
Plan for National Economic and Social Development of the PRC and the Long-Term
Objectives for 2035] (promulgated on Mar. 13, 2021), http://www.xinhuanet.com/
fortune/2021-03/13/c_1127205564.htm [https://perma.cc/C2QT-JCM4].

8.  Zhonggong Zhongyang Guowuyuan Guanyu Wanzheng Zhunque
Quanmian Guanche Xin Fazhan Linian Zuohao Tan Dafeng Tan Zhonghe Gongzuo
de Yijian (73 i sk [E 55 58 5% o0 SR AR 2 T ST )07 & R B fhUr e A e i - A A
IYE L) [Working Guidance for Carbon Dioxide Peaking and Carbon Neutrality in
Full and Faithful Implementation of the New Development Philosophy] (promulgated
by CPCCC & PRC State Council, Oct. 25, 2021), https://english.www.gov.cn/policies/
latestreleases/202110/25/content_WS61760047¢6d0df57f98e¢3c21.html [https://perma.
cc/2KJF-GVVQ)].

9. NFRA, NFRA Convenes the 2024 Work Conference (Jan. 30, 2024), https://
www.cbirc.gov.cn/en/view/pages/ItemDetail.html?docld=1152094 [https://perma.
cc/SUBE-EUH3].

10. In 2023, the Chinese Banking and Insurance Regulatory Commission
(CBIRC), which succeeded the CBRC, was dissolved and replaced by the National
Financial Regulatory Administration (NFRA). NFRA, Premier Li Qiang Signs the
State Council Decree to Promulgate the Decision of the State Council on Amending
Some Administrative Regulations and the State Council’s Decision (Jan. 18, 2024),
https://www.cbirc.gov.cn/en/view/pages/ItemDetail.html?docld=1149719 [https://
perma.cc/X2HB-574H].


http://www.xinhuanet.com/fortune/2021-03/13/c_1127205564.htm
http://www.xinhuanet.com/fortune/2021-03/13/c_1127205564.htm
https://english.www.gov.cn/policies/latestreleases/202110/25/content_WS61760047c6d0df57f98e3c21.html
https://english.www.gov.cn/policies/latestreleases/202110/25/content_WS61760047c6d0df57f98e3c21.html
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China’s green finance initiatives have been developed so rapidly
over the past decade that it is not possible to survey them comprehen-
sively here. The following discussion therefore focuses on major green
finance developments in the three areas outlined above that have also
been at the core of green finance reforms in other economies worldwide:
(i) the integration of climate and sustainability factors into the regulation
of banks and other financial institutions; (ii) the development of stan-
dards (i.e. “taxonomies”) for investment products and activities; and (iii)
corporate climate and sustainability disclosure mandates.!! China is also
active in the introduction of carbon markets and established a national
carbon emission trading market in July 2021, although a more complete
discussion of its development is beyond the scope of this essay.

A. Bank Regulation

Bank regulation has played a central role in China’s green finance
reforms because of the policy entrepreneurship and leadership of the
PBOC and other bank regulators, reflecting the importance of debt capi-
tal as a source of finance in the Chinese economy.’* The PBOC has also
played an active role in key international organizations for green finance
innovation, such as the G20’s Financial Stability Board (FSB) and the
Bank for International Settlements (BIS).!* It has also taken the lead in
advancing biodiversity concerns through its participation in the Network
for Greening the Financial System (NGFS), a network of 114 central
banks and financial supervisors that develops recommendations for cen-
tral banks on climate change responses.’

A major green finance innovation by China’s bank regulators over
the past decade is a series of measures that encourage banks and other
financial institutions to expand commercial lending in green sectors or
for green projects, to incorporate environmental risk into their credit
risk assessment policies and procedures, and to engage in pre-loan due

11. For further detail on the developments discussed here and China’s role in
the green finance transition internationally, see generally Virginia Harper Ho, China
& Transnational Green Finance: Diverse Influences in an Unsettled Field, in The
Impact of China on the Future of International and Transnational Law 10-11 (Ji Li &
Gregory Shaffer, eds., forthcoming), https://ssrn.com/abstract=4945150 [https://perma.
cc/SGY6-HIGW].

12. Tan Jiaoyiwang (1%3Z%M) [Carbon Market Platform], www.tanjiaoyi.
com/ets-1382 [https://perma.cc/48X9-TRTZ]; State Council Information Office,
Zhongguo Yingdui Qihou Bianhua de Zhengce Yu Xingdong Baipishu ( & E LN
W SET(EMEER STToh) BHEZ5) [White Paper on China’s Policies and Actions
for Addressing Climate Change] (Oct. 27 2021) 6 http://www.scio.gov.cn/zfbps/
ndhf/2021n_2242/202207/t20220704_130709.html [https://perma.cc/T45R-H749].

13. James Stent, China’s Banking Transformation 166-86 (2017). This is in
contrast to the United States and the United Kingdom, where companies rely much
more heavily on equity markets.

14. Harper Ho, supra note 11, at 14.

15. ‘Origin and Purpose’ NGFS, www.ngfs.net/en/about-us/governance/origin-
and-purpose [https:/perma.cc/Y76G-UWQK] (last visited 1 June 2024); Harper Ho,
supra note 11, at 15 (discussing the PBOC’s role in the NGFS).
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diligence and post-loan monitoring of commercial lending.'® Since 2014,
China has also implemented performance assessments for financial insti-
tutions that are linked to these green credit guidelines.” Although still
accounting for a low percentage of total commercial lending volumes,
“green credit” has grown exponentially as a result of these measures'®
and due to further support from preferential baseline lending policies of
the PBOC."” Nearly 70 percent of green loans reportedly reduce carbon
emissions to some extent.?

In addition, the PBOC has integrated climate risk resilience into its
own macro-prudential risk assessment of factors that could impact the
stability of the PRC economy.” Chinese banks have already gained sev-
eral years’ experience in climate risk stress testing and scenario analysis,
moving ahead of the practice of many US banks.”? These measures are

16. Zhongguo Yinjianhui Guanyu Yinfa Liise Xindai Zhiyin de Tongzhi (
FERESARTHAZEERIESIMEH) [Notice of the CBRC on Issuing
Greed Credit Guidelines] (promulgated by CBRC, Jan. 29, 2012) [hereinafter
Green  Credit  Guidelines|  https://www.cbirc.gov.cn/en/view/pages/ItemDetail.
html?docId=10270&itemId=980 [https://perma.cc/YZ58-EXPP].

17 Yinhang Ye Jinrong Jigou Liise Jinrong Pingjia Fang’an (447 Mk 4 b
SRR 77 %) [Notice on Conducting Green Credit Performance Evaluation of
Banking Depository Financial Institutions] (promulgated by PBOC, July 1,2021). In
2022, following the merger of China’s banking and insurance regulators, the Green
Credit Guidelines were extended to insurers. Zhongguo Yinbaojianhui Guanyu Yinfa
Yinhang Ye Baoxian Ye Liise Jinrong Zhiyin de Tongzhi (PERRIESRTHRERTT
AR 2R 2 25 51A928 %) [Notice of Issuing the Guidelines on Green Finance
for the Banking and Insurance Industries] (promulgated by Chinese Banking and
Insurance Regulatory Commission (CBIRC), June 1,2022) [hereinafter NFRA Green
Finance Notice].

18. 2023 Nian Jinrong Jigou Daikuan Touxiang Tongji Baogao (20234
SR BRFIRESITRE) [Statistics Report on the Allocation of Loans by
Financial Institutions in 2023] (promulgated by PBOC) http://www.pbc.gov.cn/
goutongjiaoliu/113456/113469/5221508/index.html  [https://perma.cc/STDS-XMXC]
[hereinafter 2023 PBOC Report] (reporting that green credit levels doubled from 2021
to 2023, reaching a lending volume of RMB 30 trillion), [£# (% 4=l 3= ik i A1,

19. Guanyu Genghao Fahui Tan Jianpai Zhichi Gongju Zhengce Zuoyong de
Jidian Renshi Yu Jianyi (X FREFAFEKEIISH TREERFAN/ISINRSEZW)
[Perspectives and Recommendations on Maximizing the Role of Carbon Emission
Reduction Support Policy Tools] (promulgated by PBOC Research Institute, 33
Macro-Analysis [RMNZ2 (Hongguan Guancha)] Aug. 9, 2023), pic.bankofchina.
com/bocappd/rareport/202308/P020230809367758654855.pdf [https:/perma.cc/RU2T-
LJT9].

20. 2023 PBOC Report, supra note 18.

21. NFRA Green Finance Notice, supra note 17, at 5. Internationally, the Basel
Committee on Banking Supervision (BCBS) later developed guidance on climate
risk monitoring by central banks, bank regulators, and the financial institutions they
supervise to better address such risks. Basel Committee on Banking Supervision
(BCBS), Principles for the Effective Management and Supervision of Climate-
Related Financial Risks (June 2022), www.bis.org/bcbs/publ/d532.pdf [https:/perma.
cc/QKG4-6CA3].

22. Eric Ng, Chinese Banks Ahead of US Peers When It Comes to Climate
Risk Analysis, S. China Morn. Post (Jan. 10, 2023) https://www.scmp.com/business/
article/3206264/chinese-banks-ahead-us-peers-when-it-comes-climate-risks-analysis-
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designed to expand financing for sustainable development and to ensure
that climate risk events and financial institutions’ own failure to manage
such risks do not lead to systemic economic shocks.

B.  Taxonomies & Other Standards for Green Investment

A second key green finance reform seeks to address the need for
clear standards to determine what counts as a green investment or finan-
cial product. Designed to protect investors from greenwashing, “green
taxonomies” define green or sustainable investment activities. For exam-
ple, in Europe and the United Kingdom, asset managers must monitor
and report greenhouse gas (GHG) emissions at the level of the fund and
the financial institution itself, requiring them to assess their own climate
risks and in some cases, the climate and environmental impacts of the
companies they invest in.>® In order to support green finance measures,
market-based green finance mechanisms, and the development of green
bonds and other financial instruments, multiple regulators in China have
also developed their own green taxonomies, although Chinese green
bond issuers may also reference international standards when determin-
ing which companies to invest in.*

China has yet to adopt regulations for asset managers or for funds
or investment products along the lines of those in Europe and the UK
rules. However, as in other markets, the number of funds marketing
themselves as “green,” as “sustainable,” or as advancing environmental,
social, and governance (ESG) goals has grown exponentially in China
in recent years.”> State-backed funds are also being developed to direct
investment in support of China’s net zero goals.?® In the absence of regu-
lation, however, the Asset Management Association of China (AMAC),
a state-affiliated industry organization, has already developed voluntary
guidelines for green funds.”

must-do-more-msci-study-finds [https:/perma.cc/RISY-F5Q8].

23. Regulation 2019/2088 of the European Parliament and of the Council of
27 November 2019 on Sustainability-Related Disclosures in the Financial Services
Sector, 2019 OJ. (L 317) 1 (EU) [hereinafter EU SFDR]; see also Fin. Conduct Auth.
[FCA], Enhancing Climate-Related Disclosures by Asset Managers, Life Insurers and
FCA-Regulated Pension Providers (2021), https://www.fca.org.uk/publication/policy/
ps21-24.pdf [https://perma.cc/SHMM-3YEF].

24. Infra notes 28 to 36 and accompanying text.

25. Asof 2022, green funds in the Chinese market held a combined RMB 882.1
billion, representing a growth of 34 percent compared to the end of 2020. Zhongguo
Liise Ziben Shichang Lu Pi Shu (2022 Niandu) (FEZEHZATIAEE B(2022FE))
[The Green Book of Chinese Green Capital Market (2022)] (promulgated by Institute
of Finance and Sustainability & China Construction Bank), http://www.greenfinance.
org.cn/upfile/file/20230413092041_835145_16008.pdf [https:/perma.cc/2SKR-EXTV].

26. CCPCC & PRC State Council, supra note 8 (recommending that a national
low-carbon transition fund should be studied and investment funds should be
established for green and low-carbon industries).

27 Zhongguo Zhengquan Touzi Jijin Ye Xiehui (*FEUFFHBEEILENH4)
[Asset Management Association of China], Liise Touzi Zhiyin (Shixing) (%4 # %5
31 (i417)) [Green Investment Guidelines (Trial)] (2018), https://www.amac.org.cn/hdjl/
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The Chinese government has prioritized green bond development
for over a decade, seeing green bonds and related forms of debt as a criti-
cal tool to promote a low-carbon transition. Indeed, by 2016, China had
become one of the global leaders in green bond issuance.?® The regulatory
framework for green bonds developed rapidly between 2015 and 2017, as
the PBOC, the NDRC, and the CSRC, all introduced their own guidelines
for issuers in their respective regulatory domains.”? These efforts were
spurred on in 2018, when the European Union began a project to iden-
tify commonalities in how climate-related investments are defined under
the European “green taxonomy” and Chinese green bond standards. This
led in 2021 to the introduction by the PBOC, CSRC, and the NDRC of
a joint unified taxonomy or “catalog” covering six areas: energy conser-
vation and environmental protection industry, clean production industry,
clean energy industry, ecological environment industry, green upgrading
of infrastructure, and green services.** The EU and China, represented
by the PBOC, then released a “Common Ground Taxonomy” (CGT)
that covers climate-related investments and can be used to ensure that a
given issuance satisfies both EU and PRC standards.®® The CGT has also
become a point of reference for other jurisdictions.*” In addition, regu-
lators in key municipalities at the subnational level, such as Shanghai,
have developed specialized taxonomies for transition finance — that is,
the use of funding to help companies transition away from carbon-inten-
sive operations.®

Beyond the CGT, state-backed industry groups have also devel-
oped voluntary standards for issuers of green bonds and other green
financial products. For example, the China Green Bond Standards Com-
mittee and the National Association of Financial Market Institutional

jihywhjs/esg/202001/P020231126414988602491.pdf [https://perma.cc/ZMI7-G2RM].

28. Lin Lin & Yanrong Hong, Developing a Green Bonds Market: Lessons from
China, 23 Eur. Bus. Org. Law Review 143, 146 & n. 20 (2022) (noting that the earliest
issuances were based on international voluntary green bond standards).

29. Id. at 150-55 (describing these diverse standards).

30. Zhongguo Renming Yinhang Fazhan Gaige Wei Zhengjian Hui Guanyu
Yinfa “Liise Zhaiquan Zhichi Xiangmu Mulu (2021) Nianban” De Tongzhi (FRE A
RETAEAFZILESATHR (RFEASIBFIEER  (2021)FR) #IED)
[PBOC, NDRC, CSRC, Catalogue of Green Bond Endorsed Projects (2021 ed.), No.
96 (2021)].

31. International Platform on Sustainable Finance (IPSF) Taxonomy Working
Group, Common Ground Taxonomy — Climate Change Mitigation Instruction Report
13-14 (2022) (updating the 2021 taxonomy) finance.ec.europa.eu/system/files/2022—
06/220603-international-platform-sustainable-finance-common-ground-taxonomy-
instruction-report_en.pdf [https://perma.cc/M8TD-NZ2R].

32. Id.

33. Shanghai Shi Zhuanxing Jinrong Mulu (Shixing) (#3756 G H 5% (
i47) ) [Shanghai Transition Finance Catalogue (Trial)] (promulgated by NAFR
Shanghai Branch & PBOC Shanghai Office, Dec. 21, 2023, effective Jan. 1, 2024), No.
293,  http://www.greenfinance.org.cn/upfile/file/20240106111856_461948_18135.pdf
[https:/perma.cc/M7TDW-XY2R].
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Investors (NAFMII) have developed voluntary Green Bond Principles,*
and NAFMII has introduced standards for carbon neutrality bonds.*
Enforcing issuers’ commitments under these voluntary standards, or
even under direct regulation, to direct funds in accordance with its speci-
fied purposes remains difficult. However, transparency measures are also
being considered that would impose more stringent monitoring obliga-
tions on green bond issuance to reduce greenwashing.’

C.  Corporate Disclosure

Finally, disclosure has been widely recognized as an important soft
regulatory tool, including with respect to corporate climate and envi-
ronmental risks and impacts.®”’ Internationally, one of the most dynamic
areas of sustainable finance regulation has been the development of
standards for corporate climate and sustainability risk disclosure, and
approximately one-third of China’s listed companies now produce some
form of sustainability disclosure.*® However, in the absence of clear stan-
dards and disclosure mandates, even the largest companies in China
and elsewhere have often been free to provide selective sustainability

34. Zhongguo Liise Zhaiquan Yuanze ("' [E £¢ (/i Z3 5 )]) [China Green Bond
Principles (promulgated by the Green Bond Standards Committee (GBSC), July 29,
2022), No. 1, https://www.nafmii.org.cn/ggtz/gg/202207/P020220801631427094313.pdf
[https://perma.cc/3E96-4QVG]; International Capital Market Association, Analysis of
China’s Green Bond Principles (Sept. 2022), www.icmagroup.org/assets/ Analysis-of-
Chinas-Green-Bond-Principles.pdf [https://perma.cc/P69P-6FAS].

35. Guanyu Mingque Tan Zhonghe Zhai Xiangguan Jizhi De Tongzhi (% FBf
Htk S FIE AR BIBGEA]) [Notice by the National Association of Financial Market
Institutional Investors of Specifying the Mechanism relating to Carbon Neutrality
Bonds], Zhongguo Yinhang Jian Schichang Jiaoyi Shang Xiehui (FERTENIIRS
%) [National Association of Financial Market Institutional Investors (NAFMII)]
(Mar. 18, 2021), https://www.nafmii.org.cn/ggtz/tz/202103/t20210318_198891.html
[https:/perma.cc/DW7R-K5SHF].

36. Liise Zhaiquan Cunxu Qi Xinxi Pilu Zhinan (RBHESFFEHEERER
B4) [Guidelines for Ongoing Green Bond Disclosure], (promulgated by the Green
Bond Standards Committee, Nov. 28, 2023), https://www.nafmii.org.cn/ztbd/Iszqbzwyh/
tzgg/202311/P020231129496468470224.pdf [https://perma.cc/ YAWE-XT93]; Guanyu
Fabu “Liise Zhaiquan Pinggu Renzheng Yewu Zicha Baogao Cankao Wenben” He
Guifan Niandu Zicha Gongzuo De Tongzhi (XF &% (FEHESEMHIANEWLSE
BRESEXAX) MABEFEEBEETLIEREF]) [Notice of Green Bond Standards
Committee on Issuing the Reference Text of Self-Inspection Report for Green Bond
Assessment and Certification Business and the Regulation of Annual Self-Inspection
Work], (promulgated by Green Bond Standards Committee, Mar. 24, 2023), No. 1,
https://www.nafmii.org.cn/ggtz/tz/202303/P020230324644770908328.pdf [https://perma.
cc/H8GJ-EFZ2].

37 Virginia Harper Ho & Stephen Kim Park, ESG Disclosure in Comparative
Perspective: Optimizing Private Ordering in Public Reporting, 41 U. Pa. Int’l L.J. 249,
270-76 (2019).

38. Kuang Jixiong (E4k/ft], Shangshi Gongsi ESG Ceping: Si Da Chengxiao
Xianzhu, Shuangchong Shouyi Fuxian ( L2 G ESGIFE : FIAXKHEE - WEIW
#2,%#) [ESG Evaluation of Listed Companies: Four Significant Results and Double
Benefits Emerge], Zhengjuan Shibao Wang (¥4 4R ) [The Securities Times] (Dec.
15 2023), www.stcn.com/article/detail/1065237html [https://perma.cc/AS5E-PAPF].
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information to investors and to ignore climate-related financial risk.
Voluntary reporting is therefore prone to corporate greenwashing, and
inadequate information on the nature and magnitude of climate and
other ESG risks may make it impossible to direct private capital away
from unsustainable projects and toward a post-carbon transition.

Mandatory disclosure and the standards to support it are therefore
critical to the development of market-based incentives for corporate sus-
tainability and climate action. Where companies are required to report
on their GHG emissions and climate externalities, or to take affirma-
tive steps to mitigate those risks, reporting mandates can also encourage
companies to operate more sustainably. Where these rules also apply
to financial institutions that are themselves asset managers or investors,
reporting reforms can also encourage them to monitor the climate and
sustainability risks of the companies they invest in, which could nudge
those companies toward operating more sustainably.

An interesting contrast to other jurisdictions, where securities
and capital market regulators have been taking the lead in introducing
tougher corporate reporting mandates, is that in China the MEE has led
the introduction of mandatory corporate environmental reporting. Its
mandatory enterprise environmental disclosure system should be com-
pleted in the next several years,” and its current administrative rules on
environmental disclosure already require specific disclosure of carbon
emissions, environmental compliance and risk management, and pollu-
tion for companies in high- polluting sectors and those with prior serious
environmental violations.* Many Chinese companies are also subject
to international reporting standards as a result of listing or operating in
Europe, Hong Kong, or other jurisdictions that have already adopted dis-
closure mandates.

The CSRC and China’s stock exchanges have encouraged volun-
tary sustainability reporting for listed firms since the mid-2000s but since
2021 have introduced new sustainability reporting mandates for firms
that are subject to the MEE reporting rules or wish to be eligible for
inclusion in certain preferential market indices.* The general disclosure

39. See Guanyu Yinfa “Huanjing Xinxi Yifa Pilu Zhidu Gaige Fangan” de
Tongzhi (XFEHIR (MHIEERMERERIENEHE) KBH) [Notice on Issuing
the “Reform Plan for the Legal Disclosure of Environmental Information”]
(promulgated by the Ministry of Ecology and Environment of the People’s
Republic of China, May 24, 2021), No. 43, https://www.mee.gov.cn/xxgk2018/xxgk/
xxgk03/202105/t20210525_834444.html [https:/perma.cc/VQQ4-N5VA].

40. Qiye Huanjing Xinxi Yifa Pilu Guanli Banfa ({2 MEERBMREREESIE
737%) [Measures for the Administration of the Law-based Disclosure of Enterprise
Environmental Information] (promulgated by the Ministry of Ecology and
Environment of the People’s Republic of China, Dec. 21, 2021, effective Feb. 8, 2022)
No. 24, https://www.mee.gov.cn/xxgk2018/xxgk/xxgk02/202112/t20211221_964837html
[https:/perma.cc/B7SM-BP5D)].

41. CSRC, Zhongguo Zhengquan Jiandu Guanli Weiyuanhui, Zhengjianhui
Fabu Xiuding Hou de Shangshi Gongsi Nitmdu Baogao He Banniandu Baogao
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rules for listed company annual and semi-annual reports require certain
disclosures about environmental penalties and encourage all companies
to voluntarily report on their carbon mitigation efforts and on corporate
responsibility activities in support of Party-state policy priorities, such as
poverty alleviation.*? Due to PBOC guidance requiring environmental
information disclosure and emissions reporting from the banking sector,
4 all listed banks now provide sustainability reporting under these rules
in some form, outpacing listed firms in other sectors.* Further voluntary
sustainability reporting guidance adopted in May 2024 by China’s stock
exchanges, under CSRC oversight, is influenced by the European and
international climate and sustainability disclosure standards.*

As I have written elsewhere,* certain features of the PRC economy
and capital markets, namely the dominance of state ownership among
Chinese listed firms, the weaker role of equity financing in the Chinese

FHEFEEREEZEN) [CSRC issued revised annual and semi-annual report
format guidelines for listed companies], (June 28,2021), www.csrc.gov.cn/csrc/c100028/
cb25156¢4913f4c9eabb658cad8011f17/content.shtml [https:/perma.cc/RPC8-N86C].
On index eligibility requirements see, e.g. Shangjiaosuo Jiu “Shanghai Zhengquan
Jiaoyisuo Shangshi Gongsi Zilu Jianguan Zhiyin Di 14 Hao — Kechixu Fazhan Baogao
(Shixing) (Zhengqiu Yijian Gao)” Gongkai Zhengqiu Yijian (LE3FTEL  LH#FIUE
SR EMASEREREESFI45—OBFERERE (H17) (EKEL
f3) ) AFESKEIL) [The Shanghai Stock Exchange Solicits Public Opinions on
the “Shanghai Stock Exchange Listed Company Self-regulatory Guidelines No. 14 —
Sustainable Development Report (Trial) (Draft for Comments)”], Shangjiaosuo Jiu (
L 3XATHL) [Shanghai Stock Exchange] (Feb. 8,2024), http://www.sse.com.cn/aboutus/
mediacenter/hotandd/c/c_20240208_5735532.shtml  [https://perma.cc/77EX-H8JJ]
(imposing mandatory reporting requirements on companies listed in the exchange’s
“180 Index”).

42. CSRC, Zhongguo Zhengquan Jiandu Guanli Weiyuanhui, Gongkai Faxing
Zhengquan de Gongsi Xinxi Pilu Neirong yu Geshi Zhunze Di2hao — Niandu
Baogao de Neirong yu Geshi (2021 Nian Xiuding) (FENF 5 HEEEZRR, N
RITUFHIAEIERREBEBASSETEN F25 - FEREHAZSHED (2021
£F&1]) [CSRC, Disclosure content and format guidelines for the annual reports
of companies issuing listed securities—annual report content and format (2021
revision)], Zhongguo Zhengquan Jiandu Guanli Weiyuanhui (PEIEFEEERE
f1%) [CSRC] No. 15 art. 41-43 (June 28, 2021), http://www.csrc.gov.cn/csre/c101864/
c6df1268b5b294448bdec7e010d880a01/content.shtml [https://perma.cc/SH25-7UKD].

43. See Jianrong Jigou Huanjing Xinxi Pilu Zhinan (SF#LIEIF
HEE%EIERE) [Guidelines for Financial Institutions’ Environmental
Information Disclosure] (promulgated by the People’s Bank of China (PBOC),
July 22, 2021), JR/T 0227-2021, http://groupl.ccb.com/cn/group/regime/
upload/20220726_1658822708/20220726160537518146.pdf  [https://perma.cc/W3LE-
ENVE].

44. Kuang, supra note 38.

45. Golden Bee WeChat Official Account, A Gu Kechixu Fazhan Baogao
Zhiyin Jiedu Yin Geei: Chongfen Xishoule Quanqiu Kechixu Xinxi Pilu Zuixin
Chengguo (ARRATIFERBIREIESIFFEL | RIEIF : BRI T 2IRUFEIEEHE
ERHAER) [Interpretation of the A-share Sustainable Development Report Guidelines
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newsDetail_forward_26327839 [https://perma.cc/X8RN-SGRQ)].

46. Harper Ho, supra note 11, at 24.


http://www.sse.com.cn/aboutus/mediacenter/hotandd/c/c_20240208_5735532.shtml
http://www.sse.com.cn/aboutus/mediacenter/hotandd/c/c_20240208_5735532.shtml

2024 GLOBAL GREEN FINANCE TRANSITION 131

market, and the relatively weak demand among Chinese retail inves-
tors for ESG information, mean that China’s securities regulators and
stock exchanges face less urgency to expand mandatory sustainability
disclosures. For the same reasons, corporate disclosure mandates may
also have a limited effect on changing corporate risk management prac-
tice or improving corporate climate responses as compared to other
markets.”” Moreover, even though the PBOC, the CSRC, and other reg-
ulators have publicly endorsed international climate and sustainability
reporting standards,* the generality of the standards and the weak mech-
anisms for any sort of enforcement of mandatory elements may make
them less effective in changing corporate practice than may be the case
in other markets.

III. LookiNG AHEAD: CHINA’S ROLE IN THE GLOBAL GREEN
FINANCE TRANSITION

China has been working to implement its green finance strategy
for over a decade at a pace rarely seen in other major economies. In
these efforts, we have seen that bank regulators and the PBOC have been
particularly active, and that Chinese regulators have also been actively
engaged internationally in the organizations, platforms, and institutions
that are working to “green” financial systems, all with clear backing from
the Party-state. It is uncertain how much corporate practice will change
in response. It is also unclear whether green finance reforms will have
influence beyond the financial sector, state-owned firms, and other listed
companies, where top-down regulation is more likely to be effective.
Nonetheless, green finance remains an important part of China’s evolv-
ing regulatory landscape and of its toolkit for reaching its environmental
protection, sustainable development, and climate change goals.

47 In addition, Chinese regulations do not yet require climate or emissions
reporting on corporate business partners, so companies are still able to “outsource”
these impacts without transparency.

48. China’s Ministry of Finance (MOF) has proposed sustainability disclosure
standards referencing the mandatory international climate and sustainability
reporting standards of the International Sustainability Standards Board. Ministry
of Finance (PRC), Qiye Kechixu Pilu Zhunze — Jiben Zhunze (Zhenggiu Yijian
Gao) Qicao Shuoming (M OISR AN — —E XA (1EBR=EIE ) BEWR
) [Consultation Paper on Corporate Sustainability Disclosure Standards: Basic
Principles] (May 27 2024), upload.news.esnai.com/2024/0527/1716799385429.pdf
[https://perma.cc/7JAG-NDMQ)].
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