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Social Financing Framework Overview 

In our view, Reykjavik University’s (RU’s) proposed social financing framework is aligned with the 
four components of Social Bond Principles 2021 (SBP) and Social Loan Principles 2021 (SLP). 

Reykjavik University, a private university, is the second largest university in Iceland. It enrolls 
about 3,500 students annually and had 269 permanent employees as of 2020. RU covers the fields 
of computer science, engineering, applied engineering, business, law, psychology, and sport 
science. In line with its social objective of serving businesses and society at large through its 
education and research, RU’s framework outlines how it expects to improve access to education 
by issuing social bonds and/or social loans to fund investments in its facilities, student 
apartments, and other services that it offers. The populations RU targets with its social projects 
include people with disabilities, unemployed and undereducated populations, and more generally, 
individuals seeking higher education. Although the framework seeks to achieve positive social 
outcomes for these target populations, its social projects won't be exclusively applied to them.  

Framework Alignment Overview 

 

 

 1. Use of proceeds 

RU’s social financing framework is aligned with this 

component of the SBP and SLP because RU commits to 

using the net proceeds of any bonds or loans issued under 

this framework to finance or refinance eligible social 

projects that fit into the categories defined in the 

principles, specifically access to essential services, 

socioeconomic advancement and empowerment, and 

affordable housing. 

 

 

 

 2. Process for project evaluation and selection 

RU’s social financing framework is aligned with this 

component of the SBP and SLP because it describes how 

its Executive Management Committee (the committee) will 

process, approve, and oversee the eligible social projects. 

The committee ensures compliance of selected projects 

with the framework and excludes projects that do not fit 

the eligibility criteria. In addition, the framework describes 

RU’s commitment to identify the perceived social and 

environmental risk associated with the financed projects 

and outlines the process to manage such risks. 

 
 

 3. Management of proceeds 

RU’s social financing framework is aligned with this 

component of the SBP and SLP because the framework 

states that allocation of proceeds to eligible social projects 

will be tracked using a Social Registry, that will be reviewed 

by RU’s Executive Management Committee.  

 

 
 

 4. Reporting 

RU’s social financing framework is aligned with this 

component of the SBP and SLP. RU commits to annually 

report on the allocation of proceeds (until full allocation) 

and the social impact of the financed projects. RU also 

commits to disclose the methodology used for impact 

reporting. 

PRIMARY CONTACT 

Maxime Chul 
Paris 

+33 6 33 43 35 74 

maxime.chul@spglobal.com 

 

SECONDARY CONTACT 

Victor Laudisio 

São Paulo  

+55 11 97311 6065 

victor.laudisio@spglobal.com 
 

Ana María Romero Ramírez 
Paris 

+33 6 23 07 78 98 

ana.maria.r@spglobal.com 

mailto:maxime.chul@spglobal.com


Social Framework Alignment Opinion 
 

spglobal.com/ratingsdirect July 2nd, 2021  2 

 

Issuer Sustainability Objectives 

RU is a signatory of the Principles for Responsible Management Education (PRME), a U.N. initiative to align global academic 
institutions to the sustainability agenda. With this, RU is aligning the curriculum of all its schools to the six principles of social 
responsibility and sustainability, establishing itself as an institution that contributes to the U.N.'s Sustainable Development Goals 
(SDGs) through its teaching and research. In addition, RU runs specific forums, such as the Sustainability Institute and Forum (SIF), a 
research center that aims to foster research and education in sustainable development, with a particular focus on the U.N.'s SDGs. 
RU is also committed to improving the gender diversity of its students at certain schools (such as the school of Computer Science) 
and ensuring gender pay equality for its employees. RU is currently developing its broader sustainability strategy and expects to 
define specific goals and regular reporting in the coming year. 

To maximize its social impact, RU has identified undereducated, unemployed, people with disability (physical, learning, psychological 
problems, and long-term illnesses), and students with low income backgrounds as underserved groups that it aims to make higher 
education more accessible to with its projects. By establishing its social financing framework, RU expects to align its financial 
capacity to the vision of increasing social equity and improving lives through access to quality and affordable education.  

Framework Description 

 

1. Use of proceeds 

The SBP and SLP stipulate that a seeker of finance should commit the net proceeds of an issuance exclusively to 
eligible social projects. According to the SBP and SLP, the following eligible project categories capture the most 
common social issues: 1) affordable basic infrastructure, 2) access to essential services, 3) affordable housing, 
4) employment generation, and programs designed to prevent and/or alleviate unemployment, 5) food security 
and sustainable food systems and 6) socioeconomic advancement and empowerment. 

 

RU has committed to allocating the net proceeds of any social bond and/or loan issued under the social framework to finance 
and/or refinance its social projects. In our view, these projects seek to tackle social issues and are categorized in line with SBP 
and SLP categories - access to essential services, socioeconomic advancement and empowerment, and affordable housing. 

According to its framework, RU's projects for the first category include improving its infrastructure (including buildings, 
classrooms, and laboratories) so that they go beyond current regulations on accessibility. In the second category, RU’s projects 
include funding, for example, its preliminary studies programs (a one-year course open to any individual seeking qualification 
to apply to higher education in Iceland), and research projects dedicated to advancing at least one of the UN SDGs, among 
other projects. RU's projects for the third category involve funding for its student residences, which have rules in place to 
prioritize students with disabilities and low-income backgrounds.  

We note that RU is a private university, thus the social impact of some of the projects such as improved infrastructure may 
have limited impact on vulnerable populations, such as students with low-income backgrounds. We think this is partially offset 
by the local conditions for students in Iceland: The country's government student loan system (Menntasjodur Namsmanna) 
covers tuition fees and living expenses for Icelandic students. Once students successfully complete their degree, 30% of the 
loan converts into a grant. In this context, we therefore consider that these project categories contribute to RU’s social 
objective to make education accessible to all.  

RU expects its projects to especially benefit the populations mentioned above. Although some projects serve the general 
university public, this is aligned with both SBP and SLP statements that social projects may address or mitigate a specific 
social issue or seek to achieve positive social outcomes, especially but not exclusively for a target population, because target 
populations may also be served by addressing the general public. 
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2. Process for project evaluation and selection 

To align with the second component of the SBP and SLP, a seeker of finance must explain the process by which 
eligible projects are selected, the related eligibility criteria applied to select those projects, including 
exclusionary criteria, if applicable, and the overall sustainability objectives that underpin the selection process. 

 

RU’s social financing framework outlines that RU’s Executive Management Committee is responsible for identifying and 
selecting projects based on the defined categories under the framework. The committee consists of the university’s president, 
chief operating officer, its technology and social sciences deans and the head of each of the university’s schools. They will meet 
at least annually to review the allocation of proceeds tracked in the Social Registry and the continued eligibility of financed 
projects.  

RU’s framework also highlights the university’s commitment to identify and manage environmental and social risks. Firstly, 
when selecting projects, RU commits to identifying the environmental risks, such as pollution, and social risks, such as human 
and labor right issues, excluding projects that pose significant harm to other targeted population and developing mitigating 
actions to address identified risks. Secondly, the committee will ensure that its projects are aligned with international 
environmental and social standards, as well as with local laws and regulation. RU will also consider environmental 
certifications (e.g: BREEAM) for its buildings in the future, which we view as evidence of environmental risk management. 
However, while we note that the framework lacks a clear identification process for the perceived social risk of student 
indebtedness, we believe that RU’s identification of target populations as underserved groups and RU’s monitoring of their 
impact indicators (e.g: youth unemployment) should allow the issuer to manage its social risk. 

Furthermore, the committee will ensure that the selected projects advance at least one of the U.N. SDGs and, therefore, have 
positive social benefit. The Committee is also responsible for governing the social financing framework and reviewing the 
annual reporting.  

 

3. Management of proceeds 

The SBP and SLP require a seeker of finance to monitor the net proceeds of all outstanding social financing 
transactions, which includes appropriately tracking the proceeds and adjusting the balance of net proceeds to 
match allocations to eligible social projects. The SBP and SLP also require a seeker of finance to disclose to 
investors the intended types of temporary placement it intends to use for unallocated proceeds. 

 

The social financing framework ensures that RU will strive to allocate all proceeds from the social bonds and/or loans under 
the framework to eligible projects. 

RU will track the net proceeds by establishing a Social Registry that the committee will review at least annually. RU will identify 
project costs through its internal budgeting systems and will mark the allocation of net proceeds to each project in its Social 
Registry. RU intends to allocate the proceeds within three years from issuances, with the unallocated social financing proceeds 
held temporarily in cash or cash equivalent and other liquid marketable instruments. RU will disclose to investors the balance 
of unallocated proceeds.  

 

4. Reporting 

The SBP and SLP stipulate that a seeker of finance should report on the use of proceeds annually until full 
allocation. Information presented in the annual report must include a list of the projects that receive financing, a 
description of each project, including the amount allocated to each project, and their expected social impact. 
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RU commits to annually report on the allocation of proceeds and, where feasible, on the social impact of the eligible projects 
until full allocation of net proceeds. This will be available on the university’s website. Allocation reporting will include 
information at an aggregated level--reporting the amount of proceeds allocated toward eligible categories and the remaining 
balance of unallocated proceeds.  

RU has also committed to disclose the social impact of the financed projects associated with each of the SBP and SLP 
categories. Although subject to data availability, RU has provided examples of metrics that it could use to measure the advance 
on access to essential services, such as the number of students reached, the school’s dropout rate, and the percentage of 
students with special education needs. Examples of metrics for the socioeconomic advancement and empowerment include 
the number of research projects supporting one or more of the U.N. SDGs, youth unemployment rates, and the percentage of 
population between 25 and 64 years old who have an undergraduate degree. Finally, RU commits to compare student 
residence costs to the national rent index for the affordable housing category. 
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Additional Features Of The Framework  

This section of the report provides additional information on whether the framework incorporates recommended aspects of 
the SBP and/or SLP and goes beyond minimum requirements. This section does not impact on our alignment opinion with the 
stated principles. 

 

RU’s social financing framework follows the voluntary guidelines provided by the SBP and SLP. In some cases, the framework goes 
beyond the requirements of the SBP and SLP. The key strengths of the framework are: 
 

− The annual allocation and impact report will be verified and/or prepared in collaboration with an independent third party. It will 
disclose the proportional allocation of proceeds between financing and refinancing projects. 

− RU also aims to report on the social impacts of projects throughout their life, based on the availability of information and baseline 
data. The methodologies used for calculating impact indicators shall also be disclosed as part of the allocation and impact report.  

− RU’s social impact reporting will be conducted in line with International Capital Market Association’s (ICMA’s) ‘Harmonized 
Framework for Impact Reporting for Social Bonds’, December 2020 version, thus following an international guideline for social 
impact measurement. 

− The framework states that RU’s Executive Management Committee will ensure that all business conduct will align with local laws 
and regulations. 

 

Offsetting the above strengths are the following: 

− While we regard the eligible projects described in the framework as aligned with RU's social objective, we also considered the 
university's private structure while forming our opinion. We believe this private structure, even though partially offset by Iceland's 
student loan system, limits the extent of the social impact of some of the projects presented, especially those aimed students with 
low-income backgrounds.  

Conclusion  

Based on our assessment of the contents of RU’s social financing framework, we regard this framework as aligned with the four 
components of the SBP and SLP given that the seeker of finance has committed to: 

− Allocate the full amount of the net proceeds of social bonds and/or social loans to eligible social projects, as defined by the seeker 
of finance; 

− Use clear "social" criteria (as defined by the seeker of finance) to select projects for funding; 

− Manage and track proceeds; and 

− Report on the social impact and use of proceeds. 
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Mapping To The U.N. Sustainable Development Goals 

The Sustainable Development Goals (SDGs) were set up by the United Nations in 2015 and form an agenda for achieving sustainable 
development by the year 2030. We use the International Capital Market Association (ICMA) SDG mapping for this part of the report. 
We acknowledge that the ICMA mapping does not provide an exhaustive list of SDGs and that ICMA recommends each project 
category be reviewed individually to map it to the relevant SDGs.  

RU’s social financing framework intends to contribute to the following SDGs: 

 

Use of proceeds SDGs  

Access to essential services  

 

*4. Quality 
education 

 

 

*10. Reduced 
inequalities 

 

   

Socioeconomic advancement 
and empowerment 

 

*4. Quality 
education 

 

 

17. Partnerships 
for the goals 

 

   

Affordable housing 

 

*11. Sustainable 
cities and 

communities 
 

 
 

 

10. Reduced 
inequalities 

 

   

*The eligible project categories link to these SDGs in the ICMA mapping. 
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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. 
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