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GUIDELINES 2026/002

SOCIAL BOND GUIDELINES
ISSUED: 10™ JUNE 2026

IMPLEMENTATION OF THESE GUIDELINES

These Guidelines are intended to be used by any issuer of bonds or similar securities that wants
those securities to be identified in Papua New Guinea (PNG) as being Social Bonds.

Those securities will have to comply with all necessary requirements for bonds of PNG securities
legislation including the Capital Market Act 2015, and any requirements for approval by
SCPNG prior to issuance. If the bonds are listed, the issuer will also have to comply with all
relevant obligations under the Listing Rules.

These guidelines are not issued as mandatory requirements in themselves. They are intended

to be incorporated by reference into specific bond frameworks, in which they will effectively
be mandatory. For example, it is recommended that they be considered for the following:

° Incorporation in whole or in part into a Framework for Social Sovereign Bonds of the
PNG government, in which case the sovereign issuer will have chosen voluntarily to
incorporate them by reference, after which it will be obliged to follow them.

° Incorporation into the Listing Rules of a relevant approved stock exchange, for any
bonds that are seeking listing or admission to trading on that exchange and wish to be
denominated as Social Bonds or to use the word Social in their title or characteristics

at all.

° Similarly, for any private bonds that wish to be issued by a PNG company, or issued to
investors in PNG, and to be denominated in some way as Social Bonds, these
Guidelines may be incorporated directly into the specific Social Bond Framework of
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the issuer or the bond by reference. This will be a decision made voluntarily but
thereafter the issuer must comply with the requirements set out here.

Such requirements must make reference to compliance with these guidelines as they are at
the time of issuance of the securities. This is because, from time to time, these Guidelines will
be updated to reflect developments in sustainable finance.
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SCOPE OF THESE GUIDELINES

1.

An issuer wishing to issue bonds or similar instruments in Papua New Guinea, and to
describe them as Social Bonds in the name of the instrument, or in the prospectus or
other bond documentation, must comply with the conditions set out in these
Guidelines. Those conditions are signaled in these Guidelines with the word “must”.
Where something is described with the word “recommended” or “may”, it is for
consideration by the issuer but a decision to act otherwise does not impact
compliance with these Guidelines.

Descriptions of how a bond complies with these Guidelines may be set out in a
standalone social bond framework for the issuer or the bonds, or may be incorporated
within other bond documentation, as the issuer considers appropriate. In both cases,
all descriptions and explanations should be clear and consistent.

INDEPENDENT EXTERNAL REVIEW REQUIREMENT:

3.

Prior to the issuance of Social Bonds, the issuer must arrange for an independent
external review of the bonds, to give an opinion whether their proposed terms of
issuance comply with these Guidelines in relation to Use of Proceeds and compliance
with the eligibility criteria of the Guidelines, the Processes for Project Evaluation and
Selection, the Management of Proceeds, and External Reporting. The person carrying
out this review must be a registered company auditor or meet the definition of expert
as set out in Section 2 of the Capital Market Act 2015.1

That pre-issuance opinion must be included, or a link to it, within the bond
documentation, which must also specifically include the following:

(i) the scope of the review,

(ii) the identity, credentials, and experience of the independent expert,

(iii) any connections between the issuer and the independent expert, and

(iv) a statement that the expert has consented to the inclusion of their opinion in the
document.

USE OF PROCEEDS

5.

The issuer must ensure that all the proceeds obtained from issuance of the Social
Bonds are utilized exclusively to finance or refinance ongoing projects or new projects
that meet the definition of an eligible social activity or project under the Social Bond
Principles (SBP) of the International Capital Market Association.

1 Under the Capital Market Act 2015, “expert” means any person who holds himself out to be of a profession or
calling that gives authority to a statement made by him, and includes an accountant, lawyer, engineer, valuer,
quantity surveyor and geologist, but does not include a person acting in his capacity as an auditor or as a
director or officer of a body.
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An eligible social project or activity under these Guidelines is one that directly aims to
address or mitigate a specific social issue and /or seeks to achieve positive social
outcomes. This is done especially but not exclusively to benefit a target population.
lllustrative examples of issues and of target populations are set out below, although

these are not exhaustive.

A social issue is one that threatens, hinders, or damages the wellbeing of society or a
specific target population. This includes but is not limited to the following:

{(a) Access to basic infrastructure, such as affordable clean drinking water, sewerage,
sanitation, transportation, and access to energy.

(b) Access to essential services, such as health, education and vocational training,
healthcare, financing and financial services.

(c) Projects to provide affordable housing, such as persons who have lost shelters,
suffered displacement, been separated from families due to discrimination,
violence, trafficking, climate changes, etc.

(d) Programs to prevent the risk of spreading of vector-borne diseases affecting the
well-being of vulnerable groups.

(e) Generation of employment.

(f) Programs designed to prevent or alleviate unemployment stemming from
socioeconomic crises or climate transition.

(g) Projects on food security and sustainable food systems, such as physical, social,
and economic access to safe, nutritious, and sufficient food that meets dietary
needs and requirements, resilient agricultural practices, reduction of food loss
and waste, and improved productivity of small-scale producers.

(h) Socio-economic advancement and empowerment, such as equitable access to
and control over assets, services, resources, and opportunities; equitable
participation and integration into the market and society, including reduction of

income inequality.

(i) Other social issues that specifically address the unique challenges of Papua New
Guinea, including rural accessibility, gender-based violence support services, the
economic inclusion of informal market participants, and investment in projects
that respect the Wantok system’s positive social safety nets.

The target populations for Social Bonds include, but are not limited to, the following:

(a) Individuals living below the poverty line

(b) Populations or communities that are excluded or marginalized, including
marginalized ethnic or cultural groups

(c) Persons who are undereducated
L7
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10.

11.
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(d) Persons who have a lack of quality access to essential goods and services or
those who live in remote rural areas of the country

(e) Persons who are unemployed

(ff) Women and sexual and gender minorities

(g) Women and girls affected by gender-based violence

(h)  Survivors of tribal and election-related violence

(i)  Families of missing persons and survivors of conflict

(i)  Senior persons or populations

(k) Vulnerable youth

() Persons suffering difficulties as a result of natural disasters or changes in climate
(m) Persons who are migrants, refugees, or otherwise displaced

(n) Persons with Health Discriminatory Diseases (including HIV/AIDS, STD, cancer)

(o) Persons whose properties are demarcated or severed by land boundaries and
land disputes

(p) Persons with disabilities

(g) Other vulnerable groups.

The issuer must clearly state within the bond documentation the types of projects to
which the proceeds of the Social Bonds will be allocated and how they meet the above
eligibility criteria. Issuers must also identify the relevant target population(s) of the
Social Projects and how the bond proceeds will directly benefit them, although it is
acknowledged that the definition of target population can vary depending on local
contexts and that, in some cases, such target population(s) may also be served by
addressing the general public.

The issuer must also include a description of specific projects that it has already
identified for the proceeds, including the extent to which those projects are to be

refinanced.

Where the net proceeds of the Social Bonds are to be used for refinancing existing
projects, the following details must be disclosed in the bond documentation:

(i) the estimated percentage of proceeds to be used for refinancing,

(ii) details of the type of project that is to be refinanced, and

(i) the earliest date in the past to which the body corporate will look back in order to
identify assets/earlier disbursements that can be covered by allotments of

proceeds.
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Projects financed through Social Bonds may also be financed from sources other than
the Social Bonds.

PROCESSES FOR PROJECT EVALUATION AND SELECTION

13,

14.

The issuer must describe the following clearly in the bond documentation:
(i) the social objectives of the eligible projects,

(i} the processes established for the evaluation and selection of projects to be
financed by the Social Bonds, including the eligibility criteria used to confirm that
projects are eligible for financing and any taxonomies, standards or certifications
on which the criteria are based and, if applicable, any exclusion criteria, and

(iii) any processes by which the issuer will identify and manage potentially material

environmental risks and social risks associated with the projects.

These processes and details must be established and disclosed within the bond
documentation before the issuance of the Social Bonds.

MANAGEMENT OF PROCEEDS

15.

16.

17.

18.

The issuer must also clearly describe in the bond documentation the processes it has
established to manage the proceeds raised by the Social Bonds, including the
temporary placement of unallocated net proceeds.

Under those processes:

(i) the net proceeds of the Social Bonds, or an amount equal to those net proceeds,
must be credited to a sub-account, moved to a sub-portfolio, or otherwise
separated from other funds of the issuer.

(i} The issuer must monitor and track the allocation of the net proceeds to eligible
projects and to ensure that the records accurately reflect all allocations made.
This includes formal internal procedures to track and document the allocation of
proceeds to eligible projects.

(iii) The placement of unallocated net proceeds cannot include investment in loans to
connected corporate bodies, in illiquid assets, or in assets or activities that
effectively contradict the objectives of the Social Bond. The bond documentation
must describe the investment mandate for the unallocated funds.

Where an issuer has more than one Social Bond, the proceeds of the Social Bonds can
be managed per bond (bond-by-bond approach) or on an aggregated basis for multiple
Social Bonds (portfolio approach).

These processes and details must be established and disclosed within the bond
documentation before the issuance of the Social Bonds.
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REPORTING

19.

20.

21.

22,

23.

24,

The issuer must report to investors on at least an annual basis on the use of proceeds
until full allocation of the net proceeds. A copy of the report must also be filed with
the SCPNG and, where relevant, with the relevant approved stock exchange. It is
recommended that it report more frequently than this and on a timely basis in case of

material developments.

That report must include a list of the projects to which the net proceeds of the Social
Bonds have been allocated, as well as a brief description of the projects, details of any
new projects since the last report, the amounts allocated to the projects, and the
percentage of the amount that is refinanced. It is recommended that the details of
projects include their actual or expected impact including so far as possible, the
number and characteristics of beneficiaries, disaggregated by sex, age, disability and
any other relevant factors, and the methodology underlying the calculation of impact,
including any important assumptions, and include, where possible, feedback from the
communities impacted by the projects.

Where confidentiality agreements or competitive considerations limit the amount of
detail that can be made available on specific projects, or if there is a large number of
underlying projects making disclosure difficult, the body corporate may present the
information in generic terms or on an aggregated basis.

The report must include details of unutilized proceeds and their placement.

The issuer must arrange for an external auditor or third party to verify the amounts
allocated to projects and the unallocated amounts and the statements related to the
projects in the annual report. The issuer must disclose this in the annual report along
with the result of the verification, the scope of work, the qualifications, the experience
of the auditor or third party, and details of any relationship with the issuer. The person
carrying out this verification must be a registered company auditor or meet the
definition of expert as set out in Section 2 of the Capital Market Act 2015.

The issuer must make sure that any information required by these Guidelines is
available publicly at the time of issuance and throughout the tenure of the Social
Bonds on a website that it designates and states clearly in the bond documentation.
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Approved for issue:

JAM
Actin
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No. G578} PORT MORESBY, WEDNESDAY, 10th JUNE {2026

(Securities Commission of Papua New Guinea)

Capital Markets Act 2015

1SSUANCE OF GUIDELINES FOR GREEN BONDS, SOCIAL BONDS AND SUSTAINABILITY BONDS

In the exervise of powers couferred by Section 466(1) of the Capital Markets Act 2013, the Seccurities
Commizsion of Papua New Guines, hereby;

(a) Issue a Guideline that shall provide formal guidance on the issuance of Green Bonds on an
approved stock exchange,

(5 Issue a Guideline that shall provide formal guidence on the insuance of Social Boods on an
approved stock exchange,

{¢) Issus a Guideline that shall provide formal guidance on the issuance of Sustainability Bonds on an
approved stock exchange,

with affsct on end from the dute of publication of this instrument in the National Gareile,

Dated this 8th day of June, 2024

J, JOSHLIA,
Adcting Chief Executive Officer.

Frined and Published by C. Labtenst, Gevemmncat Printer,
Podt Moreshw, —37E



