Green Transaction Evaluation

Minmetals Land’s Proposed Green Bonds
Transaction Overview
In July 2021, Expand Lead Ltd., a subsidiary of Minmetals Land Ltd. (MML), will issue guaranteed notes, the first
instrument under MML’s Sustainable Finance Framework (SSF). The company will proportionally allocate the proceeds
to the construction of three green building projects in China’s Chengdu and Guangzhou. These are residential
development projects with a minimum certification of two stars under the China Green Building Label standard.
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In our opinion, this transaction aligns with the Green Bond Principles 2018 (GBP).
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Project Description
MML will issue guaranteed senior unsecured notes. These will be the
first green issuance under the company’s newly established
Sustainable Finance Framework (SFF). MML will proportionally
allocate the full proceeds to fund the ongoing construction of three
residential projects located in Guangzhou and Chengdu.
Two projects have received a certification of two stars under the
Chinese Green Building Label standard. The issuer intends to obtain
the certification for the third project in the second quarter of 2023,
before its target completion date.
Green buildings require minimum certifications to be considered
eligible projects under the issuer’s SFF.
At this stage, S&P Global Ratings is unable to provide an opinion of the
resilience of the projects/assets to extreme weather and climate
change as part of this Green Transaction Evaluation.

Scoring summary
The transaction achieves an overall score of 83 out of 100, equivalent
to an E1 on our scale for Green Transaction Evaluation of E1 (highest)
to E4 (lowest).
The score is a weighted average of our view of the transaction’s
Transparency (66), Governance (81), and Environmental Benefit (89)
scores. The excellent Environmental Benefit score reflects the
meaningful environmental benefits of green buildings in China, due to
the relatively high carbon intensity of the local building sector. The
company’s commitment to report annually the allocation of issuance
proceeds and the environmental benefits of its projects drive the good
Transparency and solid Governance scores.
In our opinion, this transaction aligns with the Green Bond Principles
2018 (GBP).

Rationale
-

-

The excellent Environmental Benefit score (89) reflects the high
environmental benefits brought by the financed green building
projects, which contribute substantially to the systematic
decarbonization of the economy. The projects’ net environmental
benefit ranking reflects the high impact from avoided carbon
emissions, due to the extremely high carbon intensity of China’s
power grid, which in turn impacts the building sector.
The good Transparency score (66) reflects MML's intention to
publicly disclose the project selection criteria and regularly report
the ongoing status and impact of the use of proceeds. The
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framework identifies a limited number of potentially basic
indicators with limited details on the methodology used in impact
reporting. Final indicators will be determined based on what MML
deems relevant and applicable. Independent third-party
assurance may occur.
-

The solid Governance score (81) rests on its comprehensive
framework that includes selection criteria of eligible projects and
the issuer’s commitment to measure environmental impacts
related to the green building projects.

Key Strengths And Weaknesses
The excellent Environmental Benefit score is primarily driven by the
benefit ranking of the eligible projects. MML intends to proportionally
allocate all the proceeds to three residential buildings in China,
currently under construction. In our view, the building sector in China
has an extremely high carbon intensity. This is mainly because coal is a
dominant part of China's power supply and hence it is vital to the
building sector. Therefore, any energy saving solutions in green
buildings (such as roof insulation, LED lighting system, high efficiency
water heating) contribute significantly to reducing carbon emissions,
providing significant incremental benefits to the environment. This is
reflected in the benefit ranking of 86.
According to MML’s SFF, eligible green building projects need to obtain
a minimum of Two Stars Chinese Green Building Label or equivalent.
The Chinese Green Building Label is a certification program
administered by China's Ministry of Housing and Urban-Rural
Development (MOHURD). The grade ranges from one (lowest) to three
(highest) stars. In addition, when local governments sell land, they
require the future buildings to receive such Green Building certificates.
Two of the financed projects have already obtained a two-star
certification, while the issuer intends to obtain a similar two-star label
in the second quarter of 2023 for the Yiyuntai Project in Guangzhou.
We believe MML has generally good commitments to ensure
transparency for this transaction. It plans to prepare a progress report
to disclose the allocation of proceeds on its website or in its annual
reports until the proceeds are fully allocated. It will also report the
environmental impact, although indicators will be determined based
on what MML deems relevant and applicable. The SFF specifies
potential metrics but does not include methodologies to calculate the
environmental impacts.
The excellent governance score is supported by comprehensive
procedures to identify, approve, and monitor the allocation of
proceeds. The issuer’s Executive Committee and Sustainable
Development Working Group are the key bodies governing the
structure, application, and oversight of the green projects. The two
This product is not a credit rating.
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bodies endorse and approve eligible projects, respectively, and will
review and approve allocation and impact reports. The target is to
ensure projects are aligned with eligible criteria contained in the SFF.
MML may engage third-party independent auditors to review the
processes to allocate and track the use of proceeds, and/or conduct
post-issuance assurance on the allocation and impact reports.
MML will set up registers to track the net proceeds of individual
funding transactions, rather than pool funds to allocate to eligible
projects.

Second Opinion On Green Bond Alignment
Based on our Transparency score of 66 and Governance score of 81,
and that 100% of proceeds will be allocated to green projects, we
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expect this bond to meet the four pillars of the voluntary GBP. That is
because the issuer has committed to:
−

Proportionally allocating the full amount of the net proceeds of
bonds to eligible green projects as defined by the issuer,

−

Using limited but clear “green” criteria (as defined by the issuer) to
select projects for funding,

−

Managing and tracking proceeds, and

−

Committing to regular reporting of environmental impact and use
of proceeds.

A Green Transaction Evaluation is a point in time assessment and is
not monitored.

This product is not a credit rating.
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Project-Level Scores
Sector

Location

Project

Green Building

China

New Building: Residential
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Use of proceeds
(US$ mil.)

Use of proceeds
treatment

Benefit ranking

To be determined

Estimated

86
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Carbon
Green Transaction Evaluation Process
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89
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Low/Medium/Mediumhigh/High/Extremely high

China

Wind power
Solar power
Small hydro

Systemic decarbonization

Large hydro (excluding tropical areas)
Unspecified
Green transport without fossil fuel combustion
Green buildings – new build
Unspecified
Energy-efficient projects (industrial and appliance efficiencies)
Green transport with fossil fuel combustion
Green buildings refurbishment
Unspecified
Nuclear
Large hydro in tropical areas
Unspecified

86

Increasing decarbonization impact

Energy management and control

Significant decarbonization in
sectors already aligned with a green
economy

Alleviating emissions of existing
carbon-intense industries

Decarbonization technologies with
significant environmental hazards

Coal to natural gas
Cleaner fuel production
Cleaner use of coal

Improvement of fossil-fueled
activities’ environmental efficiency

Fossil fuel-based cogeneration
Unspecified
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Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P) receives compensation for the provision of the Sustainable Finance External Reviews and Opinions product
(Product). S&P may also receive compensation for rating the transactions covered by the Product or for rating the issuer of the transactions covered by the Product. The purchaser of the
Product may be the issuer.
The Product is not a credit rating, and does not consider credit quality or factor into our credit ratings. The Product does not consider, state or imply the likelihood of completion of any projects
covered by a given financing, or the completion of a proposed financing. The Product encompasses Framework Alignment Opinions and Transaction Evaluations. Types of Framework Alignment
Opinions include: (i) Green Framework Alignment Opinion: a Green Framework Alignment Opinion provides a second opinion on alignment of a green financing framework with the International
Capital Markets Assn.’s (ICMA’s) “Green Bond Principles 2018” and/or the Loan Market Assn.'s (LMA's), Loan Syndications and Trading Assn.’s (LSTA’s) and Asia Pacific Loan Market Assn.’s
(APLMA’s) “Green Loan Principles 2021”; (ii) Social Framework Alignment Opinions: a Social Framework Alignment Opinion provides a second opinion on alignment of a social financing
framework with ICMA’s “Social Bond Principles 2020” and the LMA’s, LSTA’s, and APLMA’s “Social Loan Principles 2021”; and (iii) Sustainability Framework Alignment Opinions: a Sustainability
Framework Alignment Opinion provides a second opinion on alignment of a sustainability financing framework with ICMA’s “Green Bond Principles 2018” and “Social Bond Principles 2020”,
collectively referred to as the “Sustainability Bond Guidelines”, as well as the LMA’s, LSTA’s, and APLMA’s “Green Loan Principles 2021” and “Social Loan Principles 2021”. Transaction
Evaluations include Green Transaction Evaluations: a Green Transaction Evaluation provides a relative green impact score on instruments targeted at financing environmentally beneficial
projects and may also include a second opinion on alignment of the instrument with ICMA’s “Green Bond Principles 2018” and/or the LMA’s, LSTA’s, and APLMA’s “Green Loan Principles 2021.”
The Product is a statement of opinion and is neither a verification nor a certification. The Product is a point in time evaluation reflecting the information provided to us at the time that the
Product was created and published, and is not surveilled. The Product is not a research report and is not intended as such.
S&P's credit ratings, opinions, analyses, rating acknowledgment decisions, any views reflected in the Product and the output of the Product are not investment advice, recommendations
regarding credit decisions, recommendations to purchase, hold, or sell any securities or to make any investment decisions, an offer to buy or sell or the solicitation of an offer to buy or sell any
security, endorsements of the suitability of any security, endorsements of the accuracy of any data or conclusions provided in the Product, or independent verification of any information relied
upon in the credit rating process. The Product and any associated presentations do not take into account any user’s financial objectives, financial situation, needs or means, and should not be
relied upon by users for making any investment decisions. The output of the Product is not a substitute for a user’s independent judgment and expertise. The output of the Product is not
professional financial, tax or legal advice, and users should obtain independent, professional advice as it is determined necessary by users.
While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any
information it receives.
S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Product. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for reliance of use of information in the Product, or for
the security or maintenance of any information transmitted via the Internet, or for the accuracy of the information in the Product. The Product is provided on an “AS IS” basis. S&P PARTIES
MAKE NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, INCLUDED BUT NOT LIMITED TO, THE ACCURACY, RESULTS, TIMLINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE WITH RESPECT TO THE PRODUCT, OR FOR THE SECURITY OF THE WEBSITE FROM WHICH THE PRODUCT IS ACCESSED. S&P Parties have no
responsibility to maintain or update the Product or to supply any corrections, updates or releases in connection therewith. S&P Parties have no liability for the accuracy, timeliness, reliability,
performance, continued availability, completeness or delays, omissions, or interruptions in the delivery of the Product.
To the extent permitted by law, in no event shall the S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages,
costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence, loss of data, cost of substitute materials,
cost of capital, or claims of any third party) in connection with any use of the Product even if advised of the possibility of such damages.
S&P maintains a separation between commercial and analytic activities. S&P keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of their respective activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and
procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.
For PRC only: Any “Sustainable Finance External Reviews and Opinions” or “assessment” assigned by S&P Global Ratings: (a) does not constitute a credit rating, rating, social financing
framework evaluation or evaluation as required under any relevant PRC laws or regulations, and (b) cannot be used within the PRC for any regulatory purpose of for any other purpose which is
not permitted under relevant PRC laws or regulations. For the purpose of this section, “PRC” refers to the mainland of the People’s Republic of China, excluding Hong Kong, Macau and Taiwan.
Copyright © 2021 by Standard & Poor’s Financial Services LLC. All rights reserved.
spglobal.com/ratings
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