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7}. BNP Paribas 2019 TCFD Report.
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7}. TCFD #1¢HRecommendations of the TCFD) F8U-&

C. Guidance for All Sectors

The Task Force developed guidance to support all
organizations in developing climate—-related financial disclosures
consistent with its recommendations and recommended
disclosures. The guidance assists preparers by providing context
and suggestions for 1mplementing the recommended
disclosures. Recognizing organizations have differing levels of
capacity to disclose under the recommendations, the guidance
provides descriptions of the types of information that should

be disclosed or considered.

1. Governance

Investors, lenders, insurance underwriters, and other users of
climate—-related financial disclosures (collectively referred to as

“investors and other stakeholders”’”) are interested in
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understanding the role an organization’s board plays

n

overseeing climate-related issues as well as management’s role

In assessing and managing those issues. Such information

supports evaluations of whether material climate-related issues

receive appropriate board and management attention.

Governance

Disclose the organization's governance around climate-related risks and opportunities.

Recommended
Disclosure a)
Describe the
board'’s
oversight of
climatewrelated
risks and
opportunities.

Guidance for All Sectors

In describing the board’s oversight of climate-related issues, organizations

should consider including a discussion of the following:

- processes and frequency by which the board and/or board committees
(e.g. audit, risk, or other committees) are informed about climate-related
issues,

- whether the board and/or board committees consider climate-related
issues when reviewing and guiding strategy, major plans of action, risk
management policies, annual budgets, and business plans as well as
setting the organization's performance objectives, monitoring
implementation and performance, and overseeing major capital
expenditures, acquisitions, and divestitures, and

- how the board monitors and oversees progress against goals and
targets for addressing climate-related issues.

Recommended
Disclosure b)
Describe
management’s
role in
assessing and
managing
climatewrelated
risks and
opportunities.

Guidance for All Sectors

In describing management's role related to the assessment and

management of climate-related issues, organizations should consider

including the following information:

- whether the organization has assigned climate-related responsibilities to
management-level positions or committees; and, if so, whether such
management positions or committees report to the board or a
committee of the board and whether those responsibilities include
assessing and/or managing climate-related issues,

- a description of the associated organizational structure(s),

- processes by which management is informed about climate-related
issues, and- how management (through specific positions and/or
management committees) monitors climate-related issues.

2. Strategy

Investors and other stakeholders need to understand how
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climate-related issues may affect an organization’s businesses,

strategy, and financial planning over the short, medium, and

long term. Such information 1s used to inform expectations

about the future performance of an organization.

Strategy

Disclose the actual and potential impacts of climate-related risks and opportunities on the

organization’s businesses, strategy, and financial planning where such information is
material.

Recommended
Disclosure a)
Describe the
climatewrelated
risks and
opportunities
the
organization
has identified
over the short,
medium, and

Guidance for All Sectors

Organizations should provide the following information:

- a description of what they consider to be the relevant short-, medium-,
and long-term time horizons, taking into consideration the useful life of
the organization’'s assets or infrastructure and the fact that
climate-related issues often manifest themselves over the medium and
longer terms,

- a description of the specific climate-related issues potentially arising in
each time horizon (short, medium, and long term) that could have a
material financial impact on the organization, and

- a description of the process(es) used to determine which risks and
opportunities could have a material financial impact on the
organization.

long term. Organizations should consider providing a description of their risks and
opportunities by sector and/or geography, as appropriate. In describing
climatesrelated issues, organizations should refer to Tables 1 and 2 (pp.
10-11).
Guidance for All Sectors
Building on recommended disclosure (a), organizations should discuss
how identified climate-related issues have affected their businesses,
Recommended

Disclosure b)
Describe the
impact of
climate-related
risks and
opportunities
on the
organization’s
businesses,
strategy, and
financial
planning.

strategy, and financial planning.

Organizations should consider including the impact on their businesses
and strategy in the following areas:

- Products and services

- Supply chain and/or value chain

- Adaptation and mitigation activities

- Investment in research and development

- Operations (including types of operations and location of facilities)
Organizations should describe how climate-related issues serve as an
input to their financial planning process, the time period(s) used, and
how these risks and opportunities are prioritized. Organizations’
disclosures should reflect a holistic picture of the interdependencies
among the factors that affect their ability to create value over time.
Organizations should also consider including in their disclosures the
impact on financial planning in the following areas:
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- Operating costs and revenues

- Capital expenditures and capital allocation

- Acquisitions or divestments

- Access to capital

If climate-related scenarios were used to inform the organization’s
strategy and financial planning, such scenarios should be described.

Recommended
Disclosure c)
Describe the
resilience of
the
organization’s
strategy, taking
into
consideration
different
climatewrelated
scenarios,
including a
2°C or

lower scenario.

Guidance for All Sectors

Organizations should describe how resilient their strategies are to
climate-related risks and opportunities, taking into consideration a
transition to a lower-carbon economy consistent with a 2°C or lower
scenario and, where relevant to the organization, scenarios consistent with
increased physical climate-related risks.

Organizations should consider discussing:

- where they believe their strategies may be affected by climate-related
risks and opportunities;

- how their strategies might change to address such potential risks and
opportunities; and

- the climate-related scenarios and associated time horizon(s) considered.
Refer to Section D in the Task Force's report for information on applying
scenarios to forward-looking analysis.

3. Risk Management

Investors and other stakeholders need to understand how an

organization’s climate-related risks are identified, assessed, and

managed and whether those processes are

integrated 1in

existing risk management processes. Such information supports

users of climate-related financial disclosures in evaluating the

organization’s overall

activities.

risk profile and risk management

Risk Management

Disclose how the organization identifies, assesses, and manages climate-related risks.

Recommended
Disclosure a)
Describe the

Guidance for All Sectors
Organizations should describe their risk management processes for
identifying and assessing climate-related risks. An important aspect of this
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organization’s
processes for
identifying and
assessing
climatewrelated
risks.

description is how organizations determine the relative significance of

climate-related risks in relation to other risks.

Organizations should describe whether they consider existing and

emerging regulatory requirements related to climate change (e.g., limits

on emissions) as well as other relevant factors considered.

Organizations should also consider disclosing the following:

- processes for assessing the potential size and scope of identified
climatesrelated risks and

- definitions of risk terminology used or references to existing risk
classification frameworks used.

Recommended
Disclosure b)
Describe the
organization’s
processes for
managing
climatewrelated
risks.

Guidance for All Sectors

Organizations should describe their processes for managing
climate-related risks, including how they make decisions to mitigate,
transfer, accept, or control those risks. In addition, organizations should
describe their processes for prioritizing climate-related risks, including how
materiality determinations are made within their organizations.

In describing their processes for managing climate-related risks,
organizations should address the risks included in Tables 1 and 2 (pp.
10-11), as appropriate.

Recommended
Disclosure c)
Describe how
processes for
identifying,
assessing, and
managing
climate-related
risks are
integrated into
the
organization's
overall risk
management.

Guidance for All Sectors

Organizations should describe how their processes for identifying,
assessing, and managing climate-related risks are integrated into their
overall risk management.

4. Metrics and Targets

Investors and other stakeholders need to understand how an
organization measures and monitors its climate-related risks
and opportunities. Access to the metrics and targets used by
an organization allows investors and other stakeholders to

better assess the organization’s potential risk—adjusted returns,

- 19 -



ability to meet financial obligations, general exposure to
climate-related issues, and progress in managing or adapting to

those issues.

Metrics and Targets
Disclose the metrics and targets used to assess and manage relevant climate-related risks

and opportunities where such information is material.

Recommended
Disclosure a)
Disclose the
metrics used
by the
organization to
assess
climate-related
risks and
opportunities
in line with its
strategy and
risk

Guidance for All Sectors

Organizations should provide the key metrics used to measure and
manage climatewrelated risks and opportunities, as described in Tables 1
and 2 (pp. 10-11).

Organizations should consider including metrics on climate-related risks
associated with water, energy, land use, and waste management where
relevant and applicable.

Where climate-related issues are material, organizations should consider
describing whether and how related performance metrics are incorporated
into remuneration policies.

Where relevant, organizations should provide their internal carbon prices
as well as climate-related opportunity metrics such as revenue from
products and services designed for a lower-carbon economy.

Metrics should be provided for historical periods to allow for trend

management analysis. In addition, where not apparent, organizations should provide a

process. description of the methodologies used to calculate or estimate
climate-related metrics.

Recommended

Disclosure b)
Disclose Scope

Guidance for All Sectors
Organizations should provide their Scope 1 and Scope 2 GHG emissions
and, if appropriate, Scope 3 GHG emissions and the related risks.

;,njcci}pe 2 GHG emissions should be calculated in line with the GHG Protocol
a 'ro fate methodology to allow for aggregation and comparability across
ppropriate, organizations and jurisdictions. As appropriate, organizations should
Scope 3 . - : o

onsider providing related, generally accepted industry-specific GHG
greenhouse o . e . d

efficiency ratios. GHG emissions and associated metrics should be
gas (GHG) . . . . . .

L provided for historical periods to allow for trend analysis. In addition,

emissions, and o . L

where not apparent, organizations should provide a description of the
the related . . .
ricks methodologies used to calculate or estimate the metrics.
Recommended | Guidance for All Sectors

Disclosure c)
Describe the
targets

used by the
organization to
manage
climatewrelated
risks and

Organizations should describe their key climate-related targets such as
those related to GHG emissions, water usage, energy usage, etc, in line
with anticipated regulatory requirements or market constraints or other
goals. Other goals may include efficiency or financial goals, financial loss
tolerances, avoided GHG emissions through the entire product life cycle,
or net revenue goals for products and services designed for a
lower-carbon economy.

In describing their targets, organizations should consider including the
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opportunities
and
performance
against
targets.

following:

- whether the target is absolute or intensity based,

- time frames over which the target applies,

- base year from which progress is measured, and

- key performance indicators used to assess progress against targets.
Where not apparent, organizations should provide a description of the
methodologies used to calculate targets and measures.
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U, 2 =Y A (The Equator Principles, July 2020) FL2H &

Principle 1: Review and Categorisation

When a Project 1s proposed for financing, the EPFI will, as
part of 1ts internal environmental and social review and due
diligence, categorise the Project based on the magnitude of
potential environmental and social risks and impacts, including
those related to Human Rights, climate change, and
biodiversity. Such categorisation is based on the International
Finance Corporation’s (IFC) environmental and social

categorisation process. The categories are:

Category A - Projects with potential significant adverse
environmental and social risks and/or impacts that are diverse,
irreversible or unprecedented;

Category B - Projects with potential limited adverse
environmental and social risks and/or impacts that are few in
number, generally site—specific, largely reversible and readily
addressed through mitigation measures; and

Category C - Projects with minimal or no adverse

environmental and social risks and/or impacts.
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The EPFI's environmental and social due diligence is
commensurate with the nature, scale and stage of the Project,
and with the categorised level of environmental and social

risks and impacts.

Principle 2: Environmental and Social Assessment

The EPFI will require the client to conduct an appropriate
Assessment process to address, to the EPFI's satisfaction, the
relevant environmental and social risks and scale of impacts of
the proposed Project (which may include the illustrative list of
issues found in Exhibit II). The Assessment Documentation
should propose measures to minimise, mitigate, and where
residual impacts remain, to compensate/offset/remedy for risks
and i1mpacts to Workers, Affected Communities, and the
environment, in a manner relevant and appropriate to the

nature and scale of the proposed Project.

Principle 3: Applicable Environmental and Social Standards

The Assessment process should, in the first instance, address

compliance with relevant host country laws, regulations and

permits that pertain to environmental and social issues.
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Principle 4: Environmental and Social Management System

and Equator Principles

Action Plan For all Category A and Category B Projects the
EPFI will require the client to develop and / or maintain an

Environmental and Social Management System (ESMS).

Principle 5: Stakeholder Engagement

For all Category A and Category B Projects the EPFI will
require the client to demonstrate effective Stakeholder
Engagement, as an ongoing process in a structured and
culturally appropriate manner, with Affected Communities,

Workers and, where relevant, Other Stakeholders.

Principle 6: Grievance Mechanism

For all Category A and, as appropriate, Category B Projects,
the EPFI will require the client, as part of the ESMS, to
establish effective grievance mechanisms which are designed
for use by Affected Communities and Workers, as appropriate,
to receive and facilitate resolution of concerns and grievances

about the Project’s environmental and social performance.

- 129 -



Principle 7: Independent Review

For all Category A and, as appropriate, Category B Projects,
an Independent Environmental and Social Consultant, will
carry out an Independent Review of the Assessment process
including the ESMPs, the ESMS, and the Stakeholder
Engagement process documentation in order to assist the
EPFI's due diligence and determination of Equator Principles
compliance. The Independent Environmental and Social
Consultant will also propose or opine on a suitable EPAP
capable of bringing the Project into compliance with the
Equator Principles, or indicate where there is a justified
deviation from the applicable standards. The Independent
Environmental and Social Consultant must be able to
demonstrate expertise in evaluating the types of environmental

and social risks and impacts relevant to the Project.

Principle 8: Covenants

The client will covenant in the financing documentation to

comply with all relevant host country environmental and social

laws, regulations and permits in all material respects.
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Principle 9: Independent Monitoring and Reporting

For all Category A and, as appropriate, Category B Projects,
in order to assess Project compliance with the Equator
Principles after Financial Close and over the life of the loan,
the EPFI will require independent monitoring and reporting.
Monitoring and reporting should be provided by an
Independent Environmental and Social Consultant; alternatively,
the EPFI will require that the client retain qualified and
experienced external experts to verify i1its monitoring
information, which will be shared with the EPFI in accordance

with the frequency required in Principle &b.

Principle 10: Reporting and Transparency

The EPFI will, at least annually, report publicly on
transactions that have reached Financial Close and on its
Equator Principles implementation processes and experience.
The EPFI will report according to the minimum reporting
requirements detailed in Annex B, taking into account

appropriate confidentiality considerations.
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. EU A&7V 58 AdAE(Action Plan:  Financing
Sustainable Growth) FQ U &

2 Reorienting capital flows towards a more sustainable

economy

2.1 A unified classification system for sustainable activities

A shift of capital flows towards more sustainable economic
activities has to be underpinned by a shared understanding of
what 'sustainable' means. A unified EU classification system -
or taxonomy — will provide clarity on which activities can be
considered 'sustainable'. It 1s at this stage the most important

and urgent action of this Action Plan.

Action 1: Establishing an EU classification system for

sustainable activities

2.2 Standards and labels for sustainable financial products

Building on the future EU sustainability taxonomy, EU

standards and labels for sustainable financial products would
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protect the integrity of and trust in the sustainable financial
market, as well as enable easier access for investors seeking
those products. For instance, green bonds allow entities
(companies, banks, governmental organisations, etc.) to borrow
money from investors in order to finance or re—finance 'green'

projects, assets or business activities.

Action 2: Creating standards and labels for green financial

products

2.3 Fostering investment in sustainable projects

Mobilising private capital for sustainable projects, especially
for infrastructure, 1s a prerequisite for the transition to a more
sustainable economic model. According to the OECD,
infrastructure contributes to about 60% of greenhouse gas
emissions. Given the needs for sustainable infrastructure
investment, continued progress in developing appropriate
frameworks to leverage private investment alongside public

funds is key.

Action 3: Fostering investment in sustainable projects
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2.4 Sustainability considerations in financial advice

By providing advice, investment firms and insurance
distributors can play a central role in reorienting the financial
system towards sustainability. Prior to the advisory process,
these intermediaries are required to assess clients' investment
objectives and risk tolerance in order to recommend suitable
financial instruments or insurance products. However, investors'
and beneficiaries' preferences as regards sustainability are often

not sufficiently taken into account when advice 1s given.

Action 4: Incorporating sustainability when providing

financial advice

2.5 Sustainability benchmarks

Benchmarks are indices that play a central role in the price
formation of financial instruments and other relevant assets in
the financial system. Benchmarks are useful instruments for
investors, as they allow to track and measure performance and
allocate assets accordingly.

More transparent and sounder sustainable indices'

methodologies are needed to reduce greenwashing risks.
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Action 5: Developing sustainability benchmarks

3 Mainstreaming sustainability into risk management

3.1 Sustainability in market research and credit ratings

In recent years, market research providers and sustainability
rating agencies have stepped up their efforts to assess
companies environmental, social and governance performance
and their ability to manage sustainability risks. Such
assessments contribute to a more sustainable allocation of
capital and improve the information flow between issuers and
investors. The lack of broadly—accepted market standards to
assess companies sustainability performance makes the
transparency of the methodology used by research providers

particularly important.

Action 6: Better integrating sustainability in ratings and

market research

3.2 Institutional investors' and asset managers'
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sustainability duties

Several pieces of EU legislation require institutional investors
and asset managers to act in the best interest of their
end-investors/beneficiaries. This is commonly referred to as
'fiduciary duty'. However, current EU rules on the duty of
institutional i1nvestors and asset managers to consider
sustainability factors and risks in the investment decision
process are neither sufficiently clear nor consistent across

sectors.

Action 7: Clarifying institutional investors' and asset

managers' duties

3.3 Prudential requirements for banks and insurance

companies

Banks, insurance companies and pension funds are the main
source of external finance for the European economy and an
important channel of savings for investments. As a result, they
could provide the critical mass of investments needed to close
the gap for the transition to a more sustainable economy.
However, banks, insurance companies and pension funds may

also be exposed to risks related to unsustainable economic
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development. For instance, some estimates suggest that at least
half of the assets of banks in the Euro area are currently

exposed to climate change-related risks.

Action 8: Incorporating sustainability in prudential

requirements

4, Fostering transparency and long—-termism

4.1 Disclosure and accounting

Corporate reporting on sustainability issues enables investors
and stakeholders to assess companies' long—term value creation
and their sustainability risk exposure. Since 2018, the EU
Directive on the disclosure of Non-Financial Information (NFI)
requires large public interest entities to disclose material
information on key environmental, social and governance
aspects and how risks stemming from them are managed.

There are also growing concerns that the current accounting
rules are not conducive to sustainable investment
decision—making. In this regard, consideration is needed about
whether there could be more flexibility as concerns the
endorsement of IFRSs wherever specific adjustments would be

more conducive to long—term investment.
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Action 9: Strengthening sustainability disclosure and

accounting rule—making

4.2 Corporate governance and undue capital market

short—termism

Corporate governance can significantly contribute to a more
sustainable economy, allowing companies to take the strategic
steps necessary to develop new technologies, to strengthen
business models and to improve performance.

Despite the efforts made by several European companies,
undue short—term market pressures may make it difficult to
lengthen the time horizon in corporate decision—making.
Corporate managers may become overly focused on short—term
financial performance and disregard opportunities and risks
stemming from environmental and social sustainability

considerations.

Action 10: Fostering sustainable corporate governance and

attenuating short—termism in capital markets
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ot 843 A&SUedAe #AI F87IFe] UN 3FAF
M AE(UNEP Statement by Financial Institutions on

the Environment & Sustainable Development)

We members of the financial services industry recognize that
sustainable development depends upon a positive interaction
between economic and social development, and environmental
protection, to balance the interests of this and future
generations. We further recognize that sustainable development
1s the collective responsibility of government, business, and
individuals. We are committed to working cooperatively with
these sectors within the framework of market mechanisms

toward common environmental goals.
1. Commitment to Sustainable Development

1.1 We regard sustainable development as a fundamental

aspect of sound business management.
1.2 Believe that sustainable development can best be achieved

by allowing markets to work within an appropriate

framework of cost—efficient regulations and economic
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instruments. Governments in all countries have a
leadership role in establishing and enforcing long—term

common environmental priorities and values.

1.3 We regard the financial services sector as an important
contributor towards sustainable development, 1n

association with other economic sectors.

1.4 We recognize that sustainable development 1s a corporate
commitment and an integral part of our pursuit of good

corporate citizenship.

2. Environmental Management and Financial Institutions

2.1 We support the precautionary approach to environmental
management, which strives to anticipate and prevent

potential environmental degradation.

2.2 We are committed to complying with local, national, and
international environmental regulations applicable to our
operations and business services. We will work towards
integrating environmental considerations into our
operations, asset management, and other business

decisions, in all markets.
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2.3

2.4

2.9

2.6

We recognize that 1dentifying and quantifying
environmental risks should be part of the normal
process of risk assessment and management, both in
domestic and international operations. With regard to
our customers, we regard compliance with applicable
environmental regulations and the use of sound
environmental practices as 1mportant factors 1n

demonstrating effective corporate management.

We will endeavor to pursue the best practice i1n
environmental management, including energy efficiency,
recycling and waste reduction. We will seek to form
business relations with partners, suppliers, and
subcontractors who follow similarly high environmental

standards.

We intend to update our practices periodically to
incorporate relevant developments in environmental
management. We encourage the industry to undertake

research in these and related areas.

We recognize the need to conduct internal environmental

reviews on a periodic basis, and to measure our
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activities against our environmental goals.

2.7 We encourage the financial services sector to develop

products and services which will promote environmental

protection.

3. Public Awareness and Communication

3.1

3.2

3.3

We recommend that financial institutions develop and
publish a statement of their environmental policy and
periodically report on the steps they have taken to
promote integration of environmental considerations into

their operations.

We will share information with customers, as
appropriate, so that they may strengthen their own
capacity to reduce environmental risk and promote

sustainable development.

We will foster openness and dialogue relating to
environmental matters with relevant audiences, including
shareholders, employees, customers, governments, and

the public.
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3.4 We ask the United Nations Environment Programme
(UNEP) to assist the industry to further the principles
and goals of this Statement by providing, within its
capacity, relevant information relating to sustainable

development.

3.5 We will encourage other financial institutions to support
this Statement. We are committed to share with them
our experiences and knowledge in order to extend best

practices.

3.6 We will work with UNEP periodically to review the
success in implementing this Statement and will revise it

as appropriate.

We, the undersigned, endorse the principles set forth in the
above statement and will endeavor to ensure that our policies
and business actions promote the consideration of the

environment and sustainable development.
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