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Abstract: China’s relevant laws and policies have established the institutional foundation for the
commercial banks’ green lending obligation, yet there still remains lacking clear legal provision
for this obligation, particularly regarding its legal nature and compensation liability. From the
perspectives of the constitution of legal norm and the effect of practical implementation, strengthening
the compensation liability for violation of green lending obligation should prioritize incentivizing
lending to green industries and enterprises. Besides, it is important to reasonably transform the
obligation into concrete legal norms. The legal nature of green lending obligation cannot be simply
reduced to environmental tort liability under the “have known” circumstance of the banks.
Instead, it should also include the “should have known” circumstance of the banks, in which the
attribute of banks’ green lending obligation should be defined as the banks’ supervisory obligation
to ensure borrowers not pollute the environment or damage ecosystem when utilizing the loans in
their businesses. Beyond pre-loan due diligence and post-loan monitoring, banks’ supervisory
obligations also encompass post-repayment evaluation. When the banks fail to fulfill these obligations
due to negligence, they shall bear categorized compensation liabilities based on factors such as
subjective faults, objective actions, damage outcomes, and causality relationships. Additionally,
clear exemptions from compensation liability should be established, and the liability insurance
mechanism should be introduced to facilitate risk sharing.

Key Words: green lending obligation, regulatory approach, environmental tort liability,

supervisory obligation, compensation liability
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