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1. Introduction

In recent times, green bonds have emerged as a key 

global financing model for environmentally sustainable 

projects. Notably, this marks a shift from traditional 

financing models, which were primarily focused on 

economic returns, to a more sustainability-driven 

approach that integrates environmental considerations 

into investment decisions. Among the various sustainable 

financial instruments globally such as green bonds, social 

bonds, sustainability-linked bonds, and climate funds, green 

bonds have witnessed exponential growth, accounting for 

approximately 60-74% of total bond issuances in recent 

years¹,  thus it has gained significant prominence as an 

effective tool for mobilizing long-term funding in support 

of sustainable development objectives. 

In project finance, capital is typically raised by debt 

financing, equity contributions, or a combination of both 

(hybrid financing structures), often structured around 

the projected cash flows from the project. An example 

of a debt financing arrangement is a green bond. 

In Nigeria, this trend is becoming increasingly pronounced, 

as both the public and private sectors continue to explore 

alternative financing structures that align with global 

environmental standards. Notably, Nigeria made history 

as the first African country to issue a sovereign green bond 

in 2017². This was followed by subsequent issuances, 

including a ₦15 billion green bond in 2019³, aimed at financing 

renewable energy, clean transportation, and climate-resilient 

infrastructure projects

Green bond is a fixed-income debt instrument issued 

to raise capital specifically for projects that deliver 

environmental and climate-related benefits such as. 

The defining feature of a green bond is that the 

proceeds are earmarked exclusively for eligible “green” 

projects such as renewable energy, energy efficiency, 

clean transportation, sustainable water management, 

and climate change adaptation initiatives.

2. The Regulatory Framework for ESG 

Projects and Financing in Nigeria

Nigeria does not have a single, comprehensive 

legislation dedicated exclusively to Environmental, 

Social and Governance (ESG) projects and financing. 

Rather, the regulatory framework is fragmented, 

comprising a combination of legislation, sector-specific 

laws, regulatory guidelines, and policy instruments 

ssued by various authorities.

For instance, the Climate Act 2021 (the “Act”) commits 

Nigerian entities to achieving net-zero emissions by 

2060 and requires private entities to establish 

measures for carbon emission reduction and 

designate an environmental sustainability officer. 

Apart from this National legislation, the Securities and 

Exchange Commission (SEC), a creation of the 

Investment and Securities Act 2025 (ISA 2025) has 

issued the Rules on Green Bonds 2018 (the “Rules”), 

1 https://www.statista.com/topics/9217/green-bonds-market-worldwide/

#topicOverview 

2 https://www.climatebonds.net/news-events/press-room/press-releases/

nigeria-first-nation-issue-climate-bonds-certified-sovereign-green-bond

3 https://www.dmo.gov.ng/news-and-events/circulars-releases/2803-federal-

government-of-nigeria-issuance-of-n15-billion-series-ii-green-bond/file 
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which provide the primary framework for the issuance 

of green bonds in Nigeria. These rules align with 

international standards, particularly the Green Bond 

Principles issued by the International Capital Market 

Association.

At the sector level, the Central Bank of Nigeria (CBN) 

has introduced various sustainable banking and climate 

risk management guidelines, including the Nigerian 

Sustainable Banking Principles (NSBP) 2012, which 

require financial institutions to integrate environmental 

and social considerations into their lending and 

investment decisions.

3. The Concept of Green Bonds - The Green 

Bond Principles(‘GBP”)⁴

This GBP was developed by the International Capital 

Market Association (“ICMA”) to serve as the globally 

recognized voluntary framework guiding the issuance 

of green bonds. The GBP are designed to enhance 

transparency, disclosure, and integrity in the green 

bond market by establishing a clear process for 

issuers and providing investors with the information 

necessary to assess the environmental credibility of 

 such instruments.

At the heart of the GBP are four core components, 

which collectively define the minimum standards for a 

bond to be considered aligned with international best 

practice:

Use of Proceeds: This is the cornerstone of any 

green bond issuance in the capital market. The 

GBP requires that the proceeds of the bond be 

exclusively applied to finance or refinance eligible 

green projects. Such projects must deliver clear 

environmental benefits, which should be appropriately 

described in the green bond documentation and, 

where feasible, quantified by the issuer. This 

requirement ensures that the “green” label is 

substantiated by the actual deployment of capital 

a. 

to a green project.

b. Process for Project Evaluation and Selection: 

The issuing house is required to communicate the 

environmental objectives of the projects being 

financed, as well as the criteria and processes 

used to determine project eligibility. This includes 

disclosure of how projects align with recognized 

green categories and how environmental and social

 risks are identified and managed.  This component 

is particularly important from a legal and governance 

perspective, as it reinforces accountability and aligns 

project selection with the issuer’s broader sustainability 

strategy.

c. Management of Proceeds: The GBP mandate that 

proceeds be tracked in a transparent manner, 

typically through a dedicated sub-account or 

internal tracking system. Issuers are expected to 

maintain clear records demonstrating the allocation 

of funds to eligible green projects and to periodically 

To enhance credibility, the GBP encourages the use 

of external auditors or third parties to verify the 

allocation and tracking of proceeds.

adjust these allocations as necessary. 

Reporting: Ongoing disclosure and reporting 

obligations are a critical feature of the GBP. Issuers 

are expected to provide annual updates on the 

allocation of proceeds and, where possible, the 

environmental impact of the financed projects. 

Such reports typically include details of funded 

projects, amounts allocated, and qualitative or 

quantitative performance indicators (such as 

emissions reduced or energy saved). This 

cont inuous repor t ing obl igat ion ensures 

transparency throughout the lifecycle of the bond.

d.

4. Creation and Issuance of Green Bonds in 

Nigeria

The creation and issuance of green bonds in Nigeria 

are anchored on a developing but increasingly 

structured regulatory and policy framework aimed at 

promoting sustainable finance and climate-responsive 

investments. As a pioneering jurisdiction in Africa, 

4 https://www.icmagroup.org/assets/documents/Sustainable-finance/2022-updates/

Green-Bond-Principles-June-2022-060623.pdf
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a. The Sec Rules Pre-Issuance Stage: The process 

typically begins with the issuer, whether a sovereign, 

sub-national entity, or corporate body developing a 

green bond framework. This framework outlines the 

categories of eligible green projects, the process for 

project selection, and the mechanisms for managing 

and reporting on the use of proceeds. At this stage, 

issuers are required to obtain an independent external 

review or certification, which provides assurance that 

the proposed bond aligns with recognized green 

standards. This step is critical in mitigating the risk of 

greenwashing and enhancing investor confidence.

a. Regulatory Approval: Following the development 

of the framework, the issuer must submit an 

application to SEC for approval. The application is 

accompanied by:

I)  The Green Bond Framework
ii)  A prospectus 
iii) External review report.
iv) Details of the proposed projects and 
     expected environmental impact

The SEC reviews these documents to ensure 

compliance with its Green Bond Rules and broader 

securities regulations.

Issuance and Listing: Upon approval, the bond is 

Issued in the capital market, often through 

book-building or private placement. Green bonds 

in Nigeria are typically listed on the Nigerian 

Exchange Limited or the FMDQ Exchange through 

the FMDQ Green Exchange Platform, providing 

liquidity and access to a broader pool of 

institutional and retail investors.

b.

c. Post-Issuance Obligations: After issuance, issuers 

are subject to ongoing obligations, including:

I) Tracking and allocation of proceeds to eligible 

    green project.

ii) Periodic reporting on the use of proceeds

iii) Impact reporting, detailing measurable 

     environmental outcomes such as reduced 

     emissions or improved energy efficiency

These obligations reinforce transparency and ensure 

that funds are utilized in accordance with the stated 

green objectives.

5. Benefits of Green Bond as a Financing 

instrument:

a. For Issuers: Green bonds provide issuers, whether 

sovereigns, corporates, or financial institutions with 

access to a broader and more diverse pool of capital, 
particularly from ESG-focused institutional investors such 

as pension funds, development finance institutions, and 

impact investors. This expanded investor base can improve 

liquidity and subscription levels.  In addition, issuing green 

bonds significantly enhances an issuer’s corporate reputation 

by demonstrating a tangible commitment to sustainability 

and responsible governance. This is particularly relevant in 

today’s market, where stakeholders increasingly scrutinize 

b. For Investors: Green bonds present investors with a 

unique opportunity to align financial returns with 

environmental and social impact. Beyond traditional 

fixed-income benefits, they enable participation in 

projects that directly contribute to climate change 

mitigation, environmental protection, and sustainable 

From a portfolio management perspective, green 

bonds offer valuable diversification benefits. As 

ESG-focused instruments continue to grow globally, 

they provide exposure to a rapidly expanding asset 

class that may exhibit resilience and long-term 

stability, particularly as regulatory and policy 

frameworks increasingly favor sustainable investments.

 

environmental and social impact.

Another key advantage is the enhanced level of 

transparency and accountability. Green bond 

frameworks typically require issuers to disclose the 

use of proceeds, alongside periodic reporting on 

project performance and environmental impact. This 

allows investors to make more informed decisions 

development.

From a regulatory standpoint, the issuance of green 

bonds in Nigeria is principally governed by the SEC 

Rules which set out the requirements for labelling, 

disclosure, and post-issuance obligations.⁶ 

Nigeria became the first country on the continent to 

issue a sovereign green bond and this was certified by 

the Climate Bond Initiative⁵, which shows Nigeria’s 

commitment to financing environmentally sustainable 

projects and aligning with global climate objectives 

such as the Paris Agreement.

5 https://www.climatebonds.net/news-events/press-room/press-releases/

nigeria-first-nation-issue-climate-bonds-certified-sovereign-green-bond

6 https://sec.gov.ng/documents/19/12-October-2018-SEC-NG-Approved-Rules.pdf 
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Additionally, the costs associated with issuing green 

bonds can be relatively high. Issuers are required to 

comply with rigorous standards, including project 

evaluation, external reviews, certification processes, 

and ongoing reporting obligations. These additional 

requirements may discourage potential issuers, 

particularly smaller corporates.

There is also a notable gap in technical expertise and 

market awareness. Many stakeholders including issuers, 

investors ,  and intermediar ies  lack suf f ic ient 

understanding of green finance frameworks, eligibility 

criteria, and reporting standards. This knowledge gap 

can slow adoption and limit market participation.

Monitoring, reporting, and verification obligations 

present further challenges. Ensuring that proceeds 

are properly allocated and that environmental impacts 

are accurately measured requires robust systems and 

governance structures, which may not always be 

readily available.

Regulatory and policy inconsistencies may also affect 

m a r ke t  c o n f i d e n c e .  W h i l e  N i ge r i a  h a s  m a d e 

commendable progress in establishing guidelines, 

continuous refinement, enforcement, and alignment 

with global best practices remain essential to sustaining 

investor trust.

Hence, there is a need for investors and issuers to 

engage experienced legal practitioners and other 

professional advisers to ensure compliance with 

applicable regulatory requirements, proper structuring 

of transactions, effective risk management, and 

 The involvement of legal practitioners, financial advisers, 

and environmental experts is critical in navigating the 

complexities of ESG financing and in enhancing the 

credibility and bankability of such transactions.

7. Conclusion

Green bonds represent a critical instrument in Nigeria’s 

transition toward a sustainable and climate-resilient 

economy. As global capital increasingly shifts toward 

environmentally responsible investments, Nigeria is 

well-positioned to leverage green bonds as a means of 

attracting both domestic and international funding.

The sustained growth of the green bond market will 

argely hinge on the enhancement of its enabling 

environment, including greater regulatory certainty, a 

stronger pipeline of bankable projects, targeted capacity 

building, and the introduction of appropriate incentives 

for issuers. Effectively addressing these structural and 

operational constraints will be critical to unlocking the 

full potential of green bonds as a viable and scalable 

financing instrument.

For issuers, green bonds provide an opportunity to 

align capital raising strategies with sustainability 

objectives while enhancing market credibility. For 

investors, they offer a transparent and impactful 

avenue for deploying capital in line with ESG principles.

Ultimately, with sustained policy support, increased 

awareness, and active participation from both the 

public and private sectors, green bonds can play a 

pivotal role in bridging Nigeria’s infrastructure gap, 

meeting its climate commitments, and fostering long-term 

economic resilience and sustainable growth.

6.   Challenges

Notwithstanding its significant potential, the Nigerian 

green bond market continues to face a number of 

structural and operational challenges that may hinder 

its full development.

A primary constraint is the limited pipeline of bankable 

green projects. Many environmentally sustainable 

projects in Nigeria are either at an early developmental 

stage or lack the financial structuring required to meet 

investor expectations. This reduces the volume of 

viable projects that can be financed through green bonds.

and monitor how their capital is deployed.

Moreover, Green bonds may serve as a hedge against 

regulatory and transition risks. As economies shift 

toward low-carbon models, investments tied to 

environmentally sustainable projects are less likely 

to face stranded asset risks or adverse regulatory 

interventions.

adherence to international standards.
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Berkeley Legal is a dedicated leading full-service top business law firm in Nigeria. We provide 

comprehensive and sophisticated range of specialized and personalized legal services that are 

designed to meet the various needs of a highly diversified local and international businesses. 

If you would like to learn more about Green Bonds in the Nigerian capital market, please contact  

info@berkeleylp.com

The information provided in this article is for general informational purposes only and does not 

constitute legal advice.
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