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Introduction to this Guidance Document

Introduction to this 
Guidance Document

The Principles for Responsible Banking and their mechanisms for implementation and 
accountability are captured in three primary documents: The Principles Signature Docu-
ment, the Key Steps to be Implemented by Signatories, and the Reporting and Self-As-
sessment Template. These are referred to as the Principles for Responsible Banking 
Framework Documents. 

The purpose of this Guidance Document is to support the implementation of the Princi-
ples by providing non-binding guidance to banks on measures they can take to imple-
ment each Principle.1

Each section of the document begins with the Principle, an introductory paragraph that 
sets out the intention of the Principle and a summary of what the Principle requires from a 
signatory. This is followed by suggested measures banks can employ to implement each 
Principle, key resources banks can use, and examples that provide some concrete ideas. 

The document ends with a high-level example of what 
implementation of the Principles could look like in the first 
four years. 

See pages 42–47

This Guidance Document will be updated periodically to include resources that offer 
practical guidance on implementing the Principles. In addition to the support provided 
in this document, signatories will benefit from an annual feedback and support meeting 
with the UNEP FI Secretariat. As UNEP FI members, signatories to these Principles can 
join bank-led working groups and have access to a wealth of support, tools, expertise 
and peer learning.

1	 The suggestions provided in this document are general in nature and do not take into account any specific insti-
tution’s circumstances. Nothing in this document should be read or construed to imply that any bank is obliged 
to act contrary to any applicable law, regulation or rule, or contrary to its internal governance framework.

https://www.unepfi.org/wordpress/wp-content/uploads/2019/07/FINAL-PRB-Signature-Document-2-Interactive-22-07-19.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2019/07/FINAL-PRB-Signature-Document-2-Interactive-22-07-19.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2019/07/Key-Steps-to-be-Implemented-by-Signatories.pdf
http://www.unepfi.org/wordpress/wp-content/uploads/2019/07/PRB-Reporting-and-Self-Assessment-Template.docx
http://www.unepfi.org/wordpress/wp-content/uploads/2019/07/PRB-Reporting-and-Self-Assessment-Template.docx
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Principle 1: Alignment

Principle 1: Alignment

We will align our business strategy to be consistent with and 
contribute to individuals’ needs and society’s goals, as expressed 
in the Sustainable Development Goals, the Paris Climate 
Agreement and relevant national and regional frameworks. 
Strategic alignment means gearing a bank’s business strategy towards being consistent 
with, and contributing to, the Sustainable Development Goals (SDGs),2 the Paris Climate 
Agreement and other relevant national, regional or international frameworks, such as the 
UN Guiding Principles on Business and Human Rights, where a bank is best positioned 
to do so through its business. These frameworks articulate globally agreed goals and 
challenges for building a more sustainable future. By aligning its strategy with society’s 
goals, the bank shows that its business, and the products and services it provides, can 
support a sustainable future while achieving long-term business benefits. It signals that 
the bank accepts its shared responsibility for shaping and securing our future. 

The SDGs and the Paris Climate Agreement identify the most pressing societal, envi-
ronmental and economic needs of our time. Banks have a pivotal role to play in enabling 
them to be delivered. While the SDGs and the Paris Climate Agreement are directed at 
governments, they are underpinned by a series of specific targets and programme areas 
where banks can make substantial contributions and, by doing so, align themselves 
clearly with the needs of society, their countries, clients and customers.

Principle 1: Requirements set out in the Framework Documents 
In line with the Principles for Responsible Banking Framework Documents, banks are 
required to describe how they are aligning their business strategy with the SDGs, Paris 
Climate Agreement, and other frameworks that are most relevant to their operating 
contexts. The bank’s business strategy may be articulated in one or across several of its 
strategy documents. What should be clear is how the bank intends to contribute towards 
the achievement of the SDGs, the Paris Climate Agreement and other relevant national, 
regional or international frameworks. 

How your bank can work towards Principle 1 
	◾ Ensure that your bank, notably the Board and appropriate departments and commit-

tees, including those that deal with strategy, have a comprehensive understanding of 

2	 Report “Business Reporting on the SDGs: An Analysis of the Goals and Targets”, by UN Global Compact, GRI and 
PWC; “Rethinking Impact to Finance the SDGs” by UNEP FI’s Positive Impact Initiative.

https://sustainabledevelopment.un.org/
https://www.anz.com.au/content/dam/anzcomau/documents/pdf/aboutus/wcmmigration/2018-anz-sustainability-review.pdf
https://www.anz.com.au/content/dam/anzcomau/documents/pdf/aboutus/wcmmigration/2018-anz-sustainability-review.pdf
https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf
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the SDGs, the Paris Climate Agreement, the UN Guiding Principles on Business and 
Human Rights and other relevant national, regional or international frameworks that 
are relevant to your bank, and how your bank, through its business, can contribute to 
these frameworks. 
	◽ Management and Board commitment is crucial to aligning your business strategy 

(see detailed guidance under Principle 5).

	◾ Identify and focus on the social and environmental issues that are most relevant. A 
proper impact analysis (Principle 2) should enable you to identify your areas of most 
significant impact. This may require focusing on specific targets and indicators under-
lying the SDGs, the Paris Agreement and/or other national, regional and international 
frameworks. 

	◾ Use climate targets and SDGs as a framework to evaluate and adapt your bank’s 
value creation model and strategy:

	◻ Assess current misalignment with the SDGs and the Paris Climate Agreement as 
well as all relevant international frameworks (such as e.g. the UN Guiding Principles 
on Business and Human Rights) and relevant regional/national frameworks.

	◻ Identify where your bank can contribute to society’s goals and seize business 
opportunities at the same time.

	◾ Integrate the SDGs, the Paris Climate Agreement and other relevant national, regional 
or international frameworks explicitly into your business strategy, core banking 
processes (such as lending, investment, risk management etc.) and business deci-
sions, including your product development and capital allocation decisions.

	◾ Regularly consult and engage with relevant stakeholders to ensure full understanding 
of their expectations and their relevant ideas and suggestions, with an aim to further 
increase your contribution to society’s goals (see Principle 4).

Some key resources

Core documents:
	◾ Sustainable development goals (SDGs) : they recognize that ending poverty and other 

deprivations must go hand-in-hand with strategies that improve health and education, 
reduce inequality, and spur economic growth—all while tackling climate change and 
working to preserve our oceans and forests. The SDG Compass is a tool developed by 
GRI, the UN Global Compact and the World Business Council for Sustainable Devel-
opment (WBCSD), which provides guidance for companies on how they can align 
their strategies with the SDGs, and measure and manage their contribution towards 
realizing them.

	◾ Paris Agreement: its goal is to limit global warming to well below 2°C, striving for 
1.5°C, compared to pre-industrial levels. It provides a framework for financial, techni-
cal and capacity building support to enable the necessary economic and social trans-
formation, based on the best available science. This is backed by numerous reports 
explaining the science, such as the IPCC’s Special Report on 1.5 degrees, which high-
lights the importance of net zero by 2050 to limit warming below 1.5°C, the IPCC’s 
Sixth Assessment Report, which refers to latest science, and UNEP’s Emissions Gap 
report. The PRB climate ambition specifies that Signatories are expected to align their 
portfolios with a 1.5°C pathway

https://www.un.org/sustainabledevelopment/sustainable-development-goals/
https://unfccc.int/process-and-meetings/the-paris-agreement/the-paris-agreement
https://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
https://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
https://sdgs.un.org/goals
https://sdgcompass.org/
https://unfccc.int/process-and-meetings/the-paris-agreement/the-paris-agreement
https://www.ipcc.ch/sr15/
https://www.ipcc.ch/report/ar6/wg1/
https://www.ipcc.ch/report/ar6/wg1/
https://www.unep.org/emissions-gap-report-2020
https://www.unep.org/emissions-gap-report-2020
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	◾ UN Guiding Principles on Business and Human Rights: these are the globally recog-
nized and authoritative framework for the respective duties and responsibilities of 
Governments and business enterprises to prevent and address adverse impacts on 
people resulting from business activities in all sectors, including the banking sector. 
To meet their responsibility to respect human rights, banks are required to exercise 
human rights due diligence to identify, prevent, mitigate and account for how they 
address impacts on human rights; and provide remediation for adverse impacts, 
which the enterprise has caused or contributed to. The UN Office of the High Commis-
sioner for Human Rights, the UN Working Group on Business and Human Rights, and 
the OECD provide Guidance on the implementation of the UN Guiding Principles. The 
online Business and Human Rights offers a useful compendium of guidance docu-
ments and tools.

Other key frameworks:
	◾ Addis Ababa Action Agenda (AAAA): this is the key international agreement that 

provides a global framework for financing sustainable development, by setting out 
the role of private finance and business in achieving the sustainable development 
goals, including specifically banking.

	◾ Rules of the Game: A brief introduction to International Labour Standards: the Stan-
dards will help banks better understand the ILO Conventions and Recommendations, 
and how international labour standards are applied and supervised. They provide clear 
rules to ensure that economic progress occurs together with social justice, prosperity, 
and peace for all.

	◾ IFC Operating Principles for Impact Management: Impact investing has emerged as 
a significant opportunity to mobilize both public and private capital into investments 
that target measurable positive social, economic or environmental impact along-
side financial returns. The objective is to establish a common discipline and market 
consensus around the management of investments for impact and help shape and 
develop this nascent market.

Climate-specific resources:
	◾ Nationally Determined Commitments (NDCs): to translate their commitment under 

the Paris Climate Agreement into national targets, plans and priorities, countries have 
published NDCs. This provides a valuable starting point for banks wishing to under-
stand the local priorities and the scale of action required at country level. 

	◽ Where NDCs are not yet fully in line with the level of CO2 reduction required to keep 
global warming well below two degrees, banks can consult available 1.5°C scenar-
ios developed by institutions such as the International Energy Agency (IEA), the 
Potsdam Institute for Climate Impact Research (PIK) and the International Institute 
for Applied Systems Analysis (IIASA).3 

3	 Please refer to the Guidelines for Climate Target Setting for Banks for guidance on which scenarios are appropriate. 

https://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
https://www.ohchr.org/EN/Issues/Business/Pages/Resources.aspx
https://www.ohchr.org/EN/Issues/Business/Pages/Resources.aspx
https://www.ohchr.org/EN/Issues/Business/Pages/CorporateHRDueDiligence.aspx
https://www.oecd.org/investment/due-diligence-guidance-for-responsible-business-conduct.htm
https://www.business-humanrights.org/en/un-guiding-principles
https://sustainabledevelopment.un.org/index.php?page=view&type=400&nr=2051&menu=35
file:///Rules%20of%20the%20Game/%20A%20brief%20introduction%20to%20International%20Labour%20Standards
https://www.impactprinciples.org/9-principles
https://www.unepfi.org/wordpress/wp-content/uploads/2021/04/UNEP-FI-Guidelines-for-Climate-Change-Target-Setting.pdf
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	◾ The EU Action Plan on sustainable finance: this framework supports the goal of the 
EU to support the flow of private finance towards sustainable economic activities to 
make the transition to a carbon neutral economy by 2050 possible. Since the plan’s 
launch in 2018, the EU has established the building blocks underpinning the strategy, 
including the EU Taxonomy, the Sustainable Finance Disclosure Regulation (SFDR), 
the Corporate Sustainability Reporting Directive (CSRD) and the European Green Bond 
Standard (EUGBS).

	◾ Testing the application of the EU Taxonomy to core banking products: High level 
recommendations: this report shares key insights from the information collected, 
including case studies and subsequent discussions between participating banks, 
focusing on the benefits and challenges experienced by banks whilst also proposing 
high level principles to follow in order to apply the EU Taxonomy to retail banking, SME 
lending and corporate banking, including trade, export and project finance.

	◾ Principles for Mainstreaming Climate Change: a large coalition of the world’s lead-
ing financial institutions have signed the five voluntary Principles, which support and 
guide financial institutions in the process of adapting to and promoting climate smart 
development. They were launched in 2015 under the umbrella of the World Bank.

	◾ Bank 2030: Accelerating the transition to a low carbon economy (CISL) outlines a 
curve of change for the banking sector characterised by three stages: banking-as-
usual, the transition zone and the zone of institutionalisation. Each stage has its 
own distinguishing features. The report details how, as they move along the curve, 
banks can help to transform the economy to a low carbon one by 2030.Many of the 
main ESG rating agencies and data providers (e.g., MSCI, ISS Oekom, Sustainalytics, 
RobecoSam, Vigéo Eiris, Ethifinance, etc.) use the SDGs as a reference to assess the 
sustainability performance of corporates and financial institutions. Their question-
naires and methodologies can be a valuable source of guidance and inspiration to 
banks that wish to align their business strategies with the SDGs.

https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/overview-sustainable-finance_en
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy-sustainable-activities_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32019R2088
https://ec.europa.eu/info/business-economy-euro/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/european-green-bond-standard_en
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/european-green-bond-standard_en
https://www.unepfi.org/publications/banking-publications/eu-taxonomy-testing-core-banking-products/
https://www.afdb.org/fr/news-and-events/five-voluntary-principles-to-mainstreaming-climate-action-within-financial-institutions-launched-at-cop21-15241
https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/bank-2030-accelerating-the-transition-to-a-low-carbon-economy
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Examples

a.	 Integrating Human Rights into business strategy
A major Australian bank sets out how they can serve customers, communities and 
nation, and contribute to solving global challenges through its Sustainability Strategy. 
The Strategy specifically integrates respect for human rights into its ambitions to 2023. 
See progress towards these ambitions including Human Rights here. This includes the 
priority: ‘Helping when it matters most’: helping individuals and businesses build strong 
financial futures and navigate times of change, providing extra support for custom-
ers experiencing hardship. Another priority focuses on ‘Collaborating for impact’: this 
recognises that finance has a central role to play in addressing the biggest challenges 
facing our world. The bank does so by respecting human rights and amplifying Indige-
nous voices, and supporting the transition to a climate resilient future. 

The bank’s Human Rights Position Statement and 2023 Action Plan sets out the princi-
ples that guide the bank’s approach and commits to 19 actions to more deeply embed 
respect for human rights into business and business relationships in line with the UN 
Guiding Principles on Business and Human Rights.

b.	 A European Founding Bank’s climate strategy
This commercial bank, recognizing that it has a crucial role to play in financing the 
transition to a low carbon economy, has developed a comprehensive climate strategy. 
This integrated approach to climate action is about steering this bank’s portfolio to 
achieve net zero by 2050 or sooner, providing green financing and advice to clients, 
and managing climate risk, also recognising that other areas benefit from and contrib-
ute to tackling climate change, such as human rights, biodiversity and the circular 
economy. It developed the Terra approach, which is an open and transparent way to 
steer its lending portfolio towards keeping the rise in global temperatures to a maxi-
mum of 1.5 degrees Celsius, using science-based scenarios, and considering the tech-
nology shift needed across certain sectors to follow that path, supported by a toolbox 
of sector-specific methodologies. The bank will focus on the sectors in its loan book 
that are responsible for most greenhouse gas emissions, which include energy, auto-
motive, shipping and aviation, steel, cement, residential mortgages and commercial 
real estate. Its own operations have been carbon neutral since 2007 (i.e. reducing and 
offsetting the GHG emissions arising from its buildings and transportation), with an 
ambition to reach net zero. 

Report Title	 9
Principle 1: Alignment

https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/sustainability/WBC_2021-2023_Sustainability_Strategy.pdfhttps:/www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/sustainability/WBC_2021-2023_Sustainability_Strategy.pdf
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/ic/2021_Sustainability_Supplement.pdf#page=11
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/sustainability/WBC-human-rights-position-statement.pdf
https://www.ing.com/Sustainability/Sustainability-direction/Climate-action.htm
https://www.ing.com/Sustainability/Sustainable-business/Terra-approach.htm


Principles for Responsible Banking—Guidance document	 10
Principle 1: Alignment

c.	 The SDGs and Islamic Banking
As a responsible Islamic financial institution, a founding bank embraces the princi-
ples of value-based intermediation (VBI) to deliver the intended outcomes of Shariah 
through practices and offerings that generate positive and sustainable impact to the 
economy, community and environment, consistent with shareholders’ expectations of 
sustainable returns. The VBI principles are reflected in and implemented through vari-
ous frameworks and initiatives of the bank, in particular the Green, Social, Sustainable 
Impact Products & Services (GSSIPS) framework which enables the bank to innovate 
products and services that enable our customers to fulfil their economic, environmen-
tal and social aspirations while banking with us. Examples of the bank’s impactful 
programmes and offerings include, among others, its first green Savings Account prod-
uct, EcoSave Savings Account, GreenBizReady which provides a one-stop sustainabil-
ity solution for Malaysian small and medium enterprises looking to start and progress 
on their sustainability journey, and strategic collaboration with partners to accelerate 
the growth of Malaysia’s green exporters.

https://www.cimb.com.my/en/personal/day-to-day-banking/accounts/savings-account/ecosave-savings-account-i.html
https://www.cimb.com.my/en/business/solutions-products/solutions/greenbizready.html
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Principle 2: Impact 
and Target Setting

We will continuously increase our positive impacts while 
reducing the negative impacts on, and managing the risks 
to, people and environment resulting from our activities, 
products and services. To this end, we will set and publish 
targets where we can have the most significant impacts.
In the Preamble to these Principles, banks have defined their purpose as helping to 
develop sustainable economies and to empower people to build better futures. To put 
this purpose into practice, banks need to identify, assess and improve the impact on 
people and environment resulting from their activities, products and services. For the 
banks to continuously increase positive impact while reducing negative impact on 
people and environment, they need to incorporate assessment of impacts on all three 
dimensions of sustainability (environmental, social and economic) into business deci-
sion-making at strategic, portfolio and transaction levels. Setting targets is an essential 
component to scaling up banks’ contributions to society’s goals. 

Principle 2: Requirements set out in the Framework 
Documents
In line with the Principles for Responsible Banking Framework Documents, this Principle 
requires banks to undertake an analysis of their impacts on society, the environment 
and the economy, to identify their most significant impacts and to set a minimum of 
two targets that address at least two of the identified significant impacts. Your bank’s 
impact analysis should be based on (1) scope: the bank’s core business areas, products/
services across the main geographies that the bank operates in; (2) scale of exposure: 
where the bank’s core business/major activities lie in terms of industries, technologies 
and geographies; (3) context and relevance: the most relevant challenges and priorities 
related to sustainable development in the countries/regions in which it operates; (4) the 
scale and intensity/salience of (potential) social, economic and environmental impacts 
resulting from the bank’s activities and provision of products and services. The bank 
should engage with relevant stakeholders, including civil society, to inform aspects of the 
analysis. See the Reporting and Self-Assessment Template for more guidance. 

http://www.unepfi.org/wordpress/wp-content/uploads/2019/07/PRB-Reporting-and-Self-Assessment-Template.docx
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Targets may be qualitative or quantitative. The targets, and their level of ambition, should 
be linked to the SDGs, Paris Climate Agreement and other relevant national (such as the 
UN Guiding Principles on Human Rights), regional or international frameworks. Banks are 
required to establish milestones/KPIs for monitoring progress against their targets. When 
setting and monitoring progress against targets, banks should be conscious of any nega-
tive impacts that may result from this process, and should address these if they arise. 

Outcome of the Impact 
Analysis: identify areas of 
most significant impact

Internal perspective: 
Determine a baseline 
and assess the current 
level of alignment with 
external targets

External perspective: 
understand a bank’s 
country context, 
identify external 
targets to align with

Set SMART targets

Set milestones 
and define KPIs

Define 
measures 
and actions

Targets should be SMART:

	◾ Specific: It should be clear what activity is the subject of the targets, how the objec-
tives and targets relate to individuals’ needs and society’s goals, what improvements 
in performance and in impact are being sought.

	◾ Measurable: It should be clear how the baseline performance and impact are being 
measured or assessed.

	◾ Achievable: The targets should be attainable.
	◾ Relevant: The targets should focus on, based on the outcomes of the impact analy-

sis, areas where the bank has the greatest impact. They should clearly link to one or 
more of the Sustainable Development Goals, the Paris Climate Agreement and other 
relevant national, regional or international frameworks.

	◾ Time-bound: It should be clear when the targets are to be met, and the timeframes 
should be at least as ambitious as those expressed in the Sustainable Development 
Goals, the Paris Climate Agreement and other relevant national, regional or interna-
tional frameworks.

How your bank can work towards Principle 2 

Impact analysis
	◾ Conduct an impact analysis of your bank’s significant impacts based on the require-

ments detailed under (1) scope, (2) scale of exposure, (3) context and relevance, (4) 
the scale and intensity/salience of impacts. More detailed explanations of the require-
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ments for conducting an impact analysis can be found in the Guidance Document on 
Impact Analysis. UNEP FI has developed several impact analysis tools. 

	◾ Undertake a forward-looking assessment that analyses your bank’s dependency on 
nature, and the associated risks. One of the tools available for this is the ENCORE Tool 
and the Finance Sector Supplement to the Natural Capital Protocol (detailed under 
‘Key resources for biodoversity target-setting’ below).

	◾ Assess, monitor and be transparent about your bank’s portfolio exposure to technol-
ogies, business models and sectors with significant sustainability impacts.

	◾ Develop and publish increasingly quantitative and forward-looking assessments of 
your bank’s positive and negative impacts, and risks and opportunities. 

	◾ Based on the outcome of the impact analysis, develop strategies, policies and KPIs to 
address, reduce and mitigate negative impacts and to realise opportunities to continu-
ously expand and scale up positive impacts, and put in place processes and systems 
to manage risks, to people and the environment. Actions should include:
	◽ Integrating the results of the impact analysis into strategy decisions and portfo-

lio-allocation decisions, and defining strategic opportunities to increase positive 
impact, e.g., by expanding in certain sectors or segments.

	◽ Defining overarching lending policies (e.g. sectoral) and developing and monitoring 
KPIs for portfolio adjustments over time to increase positive and reduce significant 
negative impacts.

	◽ Establishing management systems and processes (e.g. policies, procedures, 
monitoring) to identify and manage social and environmental risks and negative 
impacts. For client analysis, your bank could use the Corporate Impact Analysis 
Tool to understand the impact profile of its clients, and help them progress on their 
impact journey (see ‘resources for impact analysis’).

	◽ Introducing key questions on sustainability impacts and risks in your bank’s know-
your-client processes.

	◽ Integrating environmental and social risk into your bank’s overall risk assessment. 
This could include integrating the TCFD framework into your bank’s risk manage-
ment strategy. 

	◾ Build capacity and expertise on sustainability impact and risk as well as their assess-
ment in credit committees, among client relationship managers and other relevant 
business committees.

	◾ Harness technology to mitigate identified risks, seize opportunities, and enable better 
monitoring of impacts.

	◾ Invest in innovation and strategic development of new client/customer segments, 
sectors/technologies and innovative product offerings.

Target setting 
	◾ Once your bank has identified its areas of most significant impact, assess which of 

those areas should be prioritized, and set targets in those areas.
	◾ It is recommended to show how each target is linked to and how it drives alignment 

with and greater contribution to appropriate Sustainable Development Goals, the 
goals of the Paris Agreement, and relevant international, national, or regional frame-
works. In setting a long-term target for climate, we recommend considering joining 
the industry-led, UN-convened Net-Zero Banking Alliance. The Alliance will reinforce, 

https://www.unepfi.org/positive-impact/unep-fi-impact-analysis-tools/
https://www.unepfi.org/nature/exploring-natural-capital-opportunities-risks-and-exposure-encore-tool/
https://www.unepfi.org/publications/ecosystems-publications/natural-capital-protocol-finance-sector-supplement/
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accelerate, and support the implementation of decarbonization strategies, providing 
an internationally coherent framework and guidelines in which to operate, supported 
by peer-learning from pioneering banks. 

	◾ Determine the activities or sectors to prioritise, and establish your bank’s baseline/
starting point in those activities or sectors. Then set SMART targets against the deter-
mined baselines. 

	◾ Define measures to achieve your bank’s targets, such as working with clients and 
customers (see Principle 3: Clients and Customers), and proactively working to 
expand/reduce your bank’s exposure to certain sectors, etc. Allocate resources and 
responsibilities to ensure that the targets can be met.

	◾ Set processes to monitor and review progress against the targets, including setting KPIs. 
	◾ Analyse whether there are any actual or potential negative impacts associated with 

your targets (eg. damage to ecosystems, effects on indigenous population) and take 
corrective precautions or measures to address these.

	◾ Establish mechanisms to periodically review targets with the objective of ratcheting 
them up over time.

	◾ Frequently report on progress to the Board of Directors and executive team to ensure 
their buy-in.

	◾ Link internal functions, such as marketing and communication, training, human 
resources, innovation and compliance to the targets to ensure internal coherence.

	◾ Link the achievement of targets and progress relating to your bank’s sustainability 
objectives to remuneration and incentive systems throughout the organization. Join 
collective commitments to support your target-setting. PRB Signatories can align with 
net zero through the Net-Zero Banking Alliance and reinforce their work on financial 
health and inclusion through the Commitment to Financial Health and Inclusion.

Some key resources:
Resources for impact analysis:
	◾ PRB Guidance Guidance Document on Impact Analysis: this document provides guid-

ance on how banks can approach their impact analysis. It provides more detailed 
explanations of the requirements for conducting an impact analysis, as well as prac-
tical guidance on what data is required, and the internal and external stakeholders to 
engage in this process. 

	◾ Portfolio Impact Analysis Tool for Banks: this tool is designed to guide banks through 
an impact analysis of their portfolios. Developed jointly with signatories of the Prin-
ciples for Responsible Banking and UNEP FI Member Banks, the Tool helps banks 
analyse the impacts associated with their portfolios. The analysis will enable banks 
to set targets where it matters in order to drive their contribution to society’s goals, as 
required by the Principles for Responsible Banking. 

	◾ Corporate Impact Analysis Tool: this tool helps banks and investors gain a cross-cut-
ting view of the impact status and possibilities of their clients and investee compa-
nies. It was developed through a Working Group of banks, investors and service 
providers. Following the Positive Impact Initiative’s unique approach, the Tool enables 
users to perform a holistic analysis of companies, based on the reality of those 
companies’ business activities and the needs of the countries in which they operate, 
whether for sourcing, production or sales. 

https://www.unepfi.org/wordpress/wp-content/uploads/2020/03/PRB-Guidance-of-Impact-Analysis.pdf
https://www.unepfi.org/positive-impact/unep-fi-impact-analysis-tools/portfolio-impact-tool/
https://www.unepfi.org/publications/positive-impact-publications/corporate-impact-tool/
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	◾ UNEP FI Human Rights Guidance Tool for the Financial Sector: this provides financial 
practitioners with information on human rights risks, specifically focusing on human 
rights issues relevant to the assessment of business relationships and transactions. 
This tool assists finance sector professionals to identify human rights risk and possi-
ble risk mitigation measures, as particularly relevant for lending operations. It also 
contains references to existing human rights standards, banking practice and further 
resources to help practitioners operationalize human rights due diligence.

	◾ The Impact Management Platform: the website supports practitioners to manage their 
sustainability impacts by clarifying the actions of impact management and explain-
ing how standards and guidance can be used together to enable a complete impact 
management practice. 

Resources for Biodiversity Target Setting:
	◾ PRB Guidance Guidance on Biodiversity Target-Setting: this guidance document 

allows banks to take a systematic approach to setting and achieving biodiversity 
targets. The guidance presents four real-life case studies, and includes a detailed 
how-to guide

	◾ Global Biodiversity Framework: this is a first draft of a global framework to guide 
actions worldwide through 2030, to preserve and protect nature and its essential 
services to people.

	◾ Taskforce on Nature-related Financial Disclosures (TNFD): The goal of the TNFD is to 
provide a framework for organisations to report and act on evolving nature-related 
risks, in order to support a shift in global financial flows away from nature-negative 
outcomes and toward nature-positive outcomes. A first report sets out its goals.

	◾ ENCORE (Exploring Natural Capital Opportunities, Risks and Exposure): is a 
web-based tool that helps global banks, investors and insurance firms assess the 
risks that environmental degradation, such as the pollution of oceans or destruction 
of forests, causes for financial institutions. The below reports complement the tool:
	◽ Exploring Natural Capital Opportunities, Risks and Exposure helps financial institu-

tions understand, assess, and integrate natural capital risk in their operations.
	◽ Integrating Natural Capital in Risk Assessments: A step-by-step guide for banks is 

designed to help financial institutions conduct a rapid natural capital risk assess-
ment. 

	◽ The Natural Capital Credit Risk Assessment in Agricultural Lending: is a framework, 
developed by the Natural Capital Finance Alliance, that enables financial institu-
tions to conduct natural capital credit risk assessment across different agricultural 
sectors and geographies, taking into account factors such as water availability, use 
and quality; soil health; biodiversity; energy use and greenhouse gas emissions. 

	◾ Beyond ‘Business as Usual’: Biodiversity Targets and Finance: this report sets out 
the 9 priority sectors with large financial flows and major potential dependencies or 
impacts on biodiversity and outlines approaches to target-setting on biodiversity. This 
approach enables financial institutions to reduce risk exposure and create a more 
resilient global economy.

	◾ The Nature-Positive Finance Guide: this guide, which is geared towards all financial 
institutions, stakeholders and partners, aims to mobilise financial institutions to 
ensure a nature positive world, by fostering better understanding of nature’s impor-

https://www.unepfi.org/humanrightstoolkit/
https://impactmanagementplatform.org/
https://www.unepfi.org/publications/guidance-on-biodiversity-target-setting/
https://www.cbd.int/doc/c/abb5/591f/2e46096d3f0330b08ce87a45/wg2020-03-03-en.pdf
https://tnfd.global/
https://tnfd.global/wp-content/uploads/2021/07/TNFD-%E2%80%93-Technical-Scope-3.pdf
https://www.unepfi.org/nature/exploring-natural-capital-opportunities-risks-and-exposure-encore-tool/
https://www.unepfi.org/publications/ecosystems-publications/exploring-natural-capital-opportunities-risks-and-exposure-a-practical-guide-for-financial-institutions/
https://www.unepfi.org/publications/ecosystems-publications/integrating-natural-capital-in-risk-assessments/
https://www.unepfi.org/publications/ecosystems-publications/natural-capital-credit-risk-assessment-in-agricultural-lending/
https://www.unepfi.org/publications/banking-publications/beyond-business-as-usual-biodiversity-targets-and-finance/
https://www.unepfi.org/publications/new-nature-positive-finance-guidance/
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tance for the financial sector, providing insight on the CBD process. 
	◾ Connecting Finance and Natural Capital, a Finance Sector Supplement to the Natural 

Capital Protocol: this provides a framework for financial institutions to assess the 
natural capital impacts and dependencies of their investments and portfolios.

	◾ The Sustainable Blue Economy Finance Principles: this framework for banks, insurers 
and investors promotes the implementation of SDG 14 (Life Below Water), and sets 
out ocean-specific standards, allowing the financial industry to mainstream sustain-
ability of ocean-based sectors. 
	◽ The Rising Tide report maps the current state of ocean finance revealing trends in 

lending, underwriting and investment activities which impact the ocean. It reveals 
the frameworks and financial instruments that are successfully addressing ocean 
sustainability and highlights new opportunities and gaps in the market. 

	◽ Turning the Tide: How to Finance a Sustainable Ocean Recovery: this is a practical 
guide for financial institutions to pivot their activities towards financing a sustain-
able blue economy. The guidance outlines how to avoid and mitigate environ-
mental and social risks and impacts, as well as highlighting opportunities, when 
providing capital to companies or projects within the blue economy.

	◽ Financing a sustainable blue economy: recommended exclusions list: this provides 
financial institutions with an overview of activities to exclude from financing due to 
their high risk and damaging impact on the ocean. It examines multiple ocean-re-
lated activities and covers various sectors including seafood, ports, maritime trans-
portation, marine renewable energy, and coastal and marine tourism.

	◾ Banking beyond Deforestation highlights opportunities for banks to grow the supply 
of soft commodities that are deforestation-free or forest restorative.

	◾ Handbook for Nature-related Financial Risks: this handbook connects the natural and 
financial worlds from a risk perspective, explaining key concepts, terms and transmis-
sion channels and contains a framework for plotting financial risk exposures.

	◾ The World Wildlife Fund (WWF) provides a free-to-use water risk filter.
	◾ The Soft Commodity Risk Platform (SCRIPT): this is a freely available system to help 

financial institutions understand and mitigate the deforestation risks associated with 
financing companies in soft commodity supply chains.

	◾ African Development Bank Group (AfDB) Integrated Safeguards System: this is the 
AfDB’s strategy to promote growth that is socially inclusive and environmentally 
sustainable. Safeguards are a powerful tool for identifying risks, reducing develop-
ment costs and improving project sustainability, thus benefiting affected communities 
and helping to preserve the environment.

Resources for Climate Target Setting:
	◾ PRB Guidance Guidelines for Climate Target Setting for Banks: these guidelines 

outline key principles to underpin the setting of credible, robust, impactful and ambi-
tious targets in line with achieving the objectives of the Paris Agreement.

	◾ Net zero: an introductory guide for financial institutions: this guide looks to support 
financial institutions in navigating the technical questions they may ask themselves 
when assessing their portfolio for alignment with a net-zero scenario and answer 
some of the key technical challenges which will support the implementation of robust, 
science-based strategies.

https://naturalcapital.finance/wp-content/uploads/2018/11/Finance-Sector-Guide.pdf
https://naturalcapital.finance/wp-content/uploads/2018/11/Finance-Sector-Guide.pdf
https://www.unepfi.org/blue-finance/the-principles/
https://www.unepfi.org/publications/rising-tide/
https://www.unepfi.org/publications/turning-the-tide/
https://www.unepfi.org/publications/turning-the-tide-recommended-exclusions/
https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/banking-beyond-deforestation
https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/handbook-nature-related-financial-risks
https://waterriskfilter.org/
https://supplychain.edf.org/resources/soft-commodity-risk-platform-script/
https://www.afdb.org/fileadmin/uploads/afdb/Documents/Policy-Documents/December_2013_-_AfDB%E2%80%99S_Integrated_Safeguards_System__-_Policy_Statement_and_Operational_Safeguards.pdf
https://www.unepfi.org/publications/guidelines-for-climate-target-setting-for-banks/
https://www.1planetadvisory.com/_files/ugd/40511b_da4477f7c80d45c491f4e5bbf9d97dec.pdf
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	◾ Platform Carbon Accounting Financials (PCAF): PCAF has proposed a harmonized 
carbon accounting approach for the financial sector. The Standard equips financial 
institutions with robust methods to measure financed emissions across six asset 
classes. This enables banks to developed informed climate strategies, assess 
climate-related risks, set science-based targets and report to stakeholders.
	◽ PCAF’s Strategic Framework for Paris Alignment is a framework that framework 

that clarifies the complex landscape of net-zero commitments, initiatives, method-
ologies and tools and describes the non-linear process that financial institutions 
can embark on to achieve Paris alignment, no matter what stage of the journey 
they are in.

	◾ Paris Agreement Capital Transition Assessment (PACTA): this is a free online tool 
from 2 Degrees Investing Initiative (2°ii) enables banks to measure the alignment 
of their corporate lending portfolios with climate scenarios across a set of key 
climate-relevant sectors and technologies. 
	◽ Credit Portfolio Alignment: this report provides an overview of the application of the 

PACTA methodology and the options viewed as most useful by the Katowice Banks.
	◾ Science Based Targets initiative (SBTi): the SBTi provides tools and methodologies 

that enable banks to set financing strategies that are consistent with what science 
requires to keep global temperature rise under the 2°C threshold. Companies can 
submit their targets for validation and verification against established criteria. SBTi 
have developed comprehensive guidance for the financial sector as well as many 
other financial sector-specific resources.

	◾ Task Force on Climate-related Financial Disclosures (TCFD): this provides corpo-
rations with a framework for assessing and reporting on their climate-related risk 
management strategy. Many corporates throughout the world, including banks, issue 
an annual TCFD Report where they disclose their climate-related risk in consistency 
with TCFD guidelines.

	◾ ISO14097 standard: this document specifies a general framework, including principles, 
requirements, and guidance for assessing, measuring, monitoring, and reporting on 
investments and financing activities in relation to climate change and the transition 
into a low-carbon economy. 

	◾ Through its TCFD Banking Pilot, UNEP FI has published several reports, including:
	◽ TCFD Playbook: this document, in partnership with the Institute of International 

Finance (IIF), provides guidance on and examples of leading practices around 
TCFD reporting in the financial sector. This desk reference also aims to enhance 
the depth and comparability of TCFD disclosures by financial institutions.

	◽ Pathways to Paris: A practical guide to climate transition scenarios for financial 
professionals is a detailed guide, in partnership with CICERO, for financial sector 
practitioners looking to understand and apply climate scenarios in a financial risk.

	◽ The Climate Risk Landscape: Mapping Climate-related Financial Risk Assessment 
Methodologies provides a summary of the key developments across third party 
climate risk assessment providers since May 2019, including new and updated 
scenarios, methodological tools, key guidelines, as well as an overview of the 
changing regulatory landscape and potential developments into 2021.

	◾ Equator Principles: this is a risk management framework that guides banks in deter-
mining, assessing, and managing environmental and social risk in projects. The 
framework requires banks to consider risks to society and the environment as well as 

https://carbonaccountingfinancials.com/standard
https://www.carbonaccountingfinancials.com/newsitem/pcaf-strategic-framework-for-paris-alignment
https://www.transitionmonitor.com/
https://2degrees-investing.org/wp-content/uploads/2020/09/Katowice-Banks-2020-Credit-Portfolio-Alignment.pdf
https://sciencebasedtargets.org/
https://sciencebasedtargets.org/resources/files/Financial-Sector-Science-Based-Targets-Guidance-Pilot-Version.pdf
https://www.fsb-tcfd.org/
https://www.iso.org/standard/72433.html
https://www.unepfi.org/climate-change/tcfd/tcfd-for-banks/
https://www.unepfi.org/publications/banking-publications/tcfd-report-playbook/
https://www.unepfi.org/publications/banking-publications/pathways-to-paris/
https://www.unepfi.org/publications/banking-publications/pathways-to-paris/
https://www.unepfi.org/publications/climate-change-publications/tcfd-publications/the-climate-risk-landscape/
https://www.unepfi.org/publications/climate-change-publications/tcfd-publications/the-climate-risk-landscape/
https://equator-principles.com/
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to the bank and sets out a framework for assessing and managing social and envi-
ronmental risk in project finance.

	◾ IFC Performance Standards: these Standards outline responsibilities for managing envi-
ronmental and social risks and can be used to understand sector-specific ESG risks.

	◾ The Green Bond Principles: these are voluntary guidelines that provide a framework 
for transparency and disclosure for the issuers of Green Bonds. As such, they are 
primarily designed to aid investors by ensuring availability of information necessary 
to evaluate the environmental impact of Green Bond investments.

	◾ The Climate AIR toolbox can help financial institutions identify and access the relevant 
tools, frameworks, and platforms to measure and report their climate-related align-
ment, impact, and/or risk. 

	◾ There are many reports that explore the practicalities of alignment and target-setting:
	◽ Exploring Metrics to Measure the Climate Progress of Banks assesses the various 

metrics that can be used to assess a bank’s contribution to climate change and 
makes recommendations for choosing climate metrics by asset class. 

	◽ The Alignment Cookbook analyses and compares methods and frameworks avail-
able today to investors. 

	◽ The Good Transition Plan is designed to be practical, actionable guide for banks to 
create effective climate transition plans. 

	◽ The Practitioner’s Guide for Banks provides practical insights into approaches to 
measuring financed emissions, setting targets and engaging with clients.

	◽ Taking the Carbon out of Credit sets out set out five strategic elements that 
together can form an integrated approach to climate.

Resources for other impact areas:
	◾ PRB Guidance Guidance on Gender Equality Target Setting: this document delivers a 

practical example of what a gender equality target can look like, providing guidance 
on the different elements of setting targets in line with the requirements of the PRB, 
and what alignment with international and national frameworks can look like.

	◾ The Women’s Empowerment Principles provide guidance on the measures your bank 
can take, which include:

	◾ The Power of Women’s Market Data: A How-to Guide: this is a practical guide to 
support banks that are looking to start disaggregating their data by sex, or those 
looking to improve their current practices.

	◾ PRB Guidance Guidance on Financial Health & Inclusion Target Setting: this docu-
ment outlines the key steps for setting targets to drive increasing economic and 
social inclusion, followed by two illustrative examples of targets in financial inclusion 
and financial health.

	◾ PRB Guidance Guidance on Resource Efficiency and Circular Economy: a compre-
hensive, step-by-step guide for banks interested in increasing the sustainable use 
of resources such as energy, waste, water and raw materials and building a circular 
economy, where waste and pollution are eliminated, products and materials are kept 
in use at their highest value and natural systems are regenerated. 

	◾ Financing Circularity: Demystifying Finance for the Circular Economy: this report 
outlines how the financial sector can scale up financing to accelerate the shift to 
circular business models in order to keep resources at their highest value long-term 
and to reduce waste. 

https://www.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/Sustainability-At-IFC/Policies-Standards/Performance-Standards
https://www.icmagroup.org/assets/documents/Sustainable-finance/2021-updates/Green-Bond-Principles-June-2021-140621.pdf
https://rmi.org/introducing-a-climate-alignment-impact-and-risk-toolbox-for-financial-institutions/
https://www.unepfi.org/publications/banking-publications/exploring-metrics-to-measure-the-climate-progress-of-banks/
https://www.louisbachelier.org/wp-content/uploads/2020/07/rapport-0207-mis-a-jours.pdf
https://www.climatesafelending.org/the-good-transition-plan
https://a.storyblok.com/f/109506/x/a2be4f2b85/20211015_practitioners-guide-vfinal.pdf
https://static1.squarespace.com/static/5e0a586857ea746075c561a3/t/5f15c0bdae159535431280f9/1595261122282/Taking+the+Carbon+Out+of+Credit.pdf
https://www.unepfi.org/publications/guidance-on-gender-equality/
https://www.weps.org/
https://financialallianceforwomen.org/download/the-power-of-womens-market-data-a-how-to-guide/
https://www.unepfi.org/publications/guidance-on-financial-inclusion-and-financial-health-target-setting/
https://www.unepfi.org/publications/general-publications/financing-circularity/
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Other sources:
	◾ Many banks publish lists of the activities that they will not finance. These are a useful 

resource for banks looking to develop their own lists, although it is noted that banks 
adopting such lists need to account for local regulations and societal expectations.

	◾ Sectoral policies have already been adopted and published by several global banks. 
These list the binding and evaluation criteria that their clients must meet to be eligible 
for capital allocation. These criteria are generally made public, which is key for banks 
that aim to develop their own internal policies that are adapted to their operational 
contexts and market positions.

	◾ Strategic risk assessment studies such as those produced annually by the World 
Economic Forum or other think tanks could assist banks when engaging stakeholders 
and assessing risk to their own strategies, operations, and their stakeholders as well 
as the natural environment.

	◾ NGO reports, which highlight the social or environmental impacts of lending activities 
are useful for ensuring a comprehensive mapping of issues and facilitating under-
standing of civil society expectations.



Principles for Responsible Banking—Guidance document	 20
Principle 2: Impact and Target Setting

Examples
a.	 A Canadian bank on measuring its impact
To understand both its positive and negative impacts, and to identify the impact areas 
it can best influence within the framework of the Paris Agreement and the Sustainable 
Development Goals, a Canadian values-based financial co-operative used the follow-
ing tools: Embedding Project’s Prioritization Radar assessment tool, UNEP FI Portfo-
lio Impact Analysis Tool for Banks, and Partnership for Carbon Accounting Financials 
(PCAF). Informed by its impact analysis, the two most relevant issues identified are 
climate and financial health & inclusion. The values-based financial co-operative 
used these findings to inform its five commitments focused on building community 
resilience by strengthening local economies and addressing systemic inequities to 
support a just climate transition. One of the climate commitments is to reach net-zero 
carbon emissions by 2040 across the credit union’s entire lending portfolio. As the 
financial institution implements these climate commitments, it plans to incorporate 
other impact areas that emerged through its impact analysis, including biodiversity 
and inequality.

b.	 A bank’s work on deforestation and biodiversity
A European founding bank acknowledges the crucial role of forest protection to reach 
the climate goals and to protect biodiversity. Forests are the lungs of the earth and 
hotspots for many species of animals and plants. Therefore, the bank aims to support 
its corporate clients in soft commodity value chains to achieve zero net deforestation. 
In Brazil, home to a large part of the Amazon forests, it does not finance deforestation in 
any biome and does not accept as collateral land which has been deforested in the last 
five years. The bank encourages its customers to abide high sustainability standards, 
which can result in cheaper loan pricing. It also promotes the provision of ecosystem 
services. With the help of AGRI3 Fund for forest protection and sustainable agriculture it 
further supports the sustainability transitions. The bank is also a member of the Round 
Table on Responsible Soy and of the Brazilian Roundtable on Sustainable Livestock.

c.	 An international bank’s 2050 net-zero pathway
In October 2021, this international bank published a pathway to reach net zero by 2050, 
in line with the International Energy Agency’s Net Zero Emissions by 2050 scenario 
(NZE). The bank will reduce emissions associated with its financing activities to net 
zero by 2050, with 2030 interim intensity targets in the most carbon-intensive sectors 
covering two thirds of baseline emissions, such as 63% intensity reduction for the 
power sector. The bank will stop financing, at an individual client entity level, companies 
that are expanding in thermal coal. To scale impact across its footprint markets in Asia, 
Africa and the Middle East, the bank will mobilise USD 300 billion in green and transition 
finance, guided by a Transition Finance Framework. The bank has also formed a dedi-
cated Transition Acceleration Team to support clients in high-emitting sectors. This NZE 
pathway builds on metrics and targets published in the bank’s 2020 TCFD report, is a 
component of the bank’s Scorecard and Long-Term Incentive Plan, and is subject to an 
advisory AGM resolution in 2022.

https://urldefense.proofpoint.com/v2/url?u=https-3A__www.embeddingproject.org_&d=DwMGaQ&c=3mQbQWLipB5SMltIM94Thx7KKo7PLdxaye3o99ekpUo&r=nfFOfOY4tlEBb8pXQUu2OBXo0Qzwy6PTzBjFmIZ_X2E&m=LmHLyQMLtIXnVMqKQ5zhrlqdv3blkBidWGNUYuhiO_8g5wa3B2_FPvuW3ikPJTkC&s=4p1Cb37fLhMuGomhxbbcaLo6nxfCYv033d1QchKw8SI&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__www.unepfi.org_positive-2Dimpact_unep-2Dfi-2Dimpact-2Danalysis-2Dtools_portfolio-2Dimpact-2Dtool_&d=DwMGaQ&c=3mQbQWLipB5SMltIM94Thx7KKo7PLdxaye3o99ekpUo&r=nfFOfOY4tlEBb8pXQUu2OBXo0Qzwy6PTzBjFmIZ_X2E&m=LmHLyQMLtIXnVMqKQ5zhrlqdv3blkBidWGNUYuhiO_8g5wa3B2_FPvuW3ikPJTkC&s=eStf1i_tC6dGxdh3QeS3Sr3Z7yLxsuIgoX-EtaSClPA&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__www.unepfi.org_positive-2Dimpact_unep-2Dfi-2Dimpact-2Danalysis-2Dtools_portfolio-2Dimpact-2Dtool_&d=DwMGaQ&c=3mQbQWLipB5SMltIM94Thx7KKo7PLdxaye3o99ekpUo&r=nfFOfOY4tlEBb8pXQUu2OBXo0Qzwy6PTzBjFmIZ_X2E&m=LmHLyQMLtIXnVMqKQ5zhrlqdv3blkBidWGNUYuhiO_8g5wa3B2_FPvuW3ikPJTkC&s=eStf1i_tC6dGxdh3QeS3Sr3Z7yLxsuIgoX-EtaSClPA&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__carbonaccountingfinancials.com_&d=DwMGaQ&c=3mQbQWLipB5SMltIM94Thx7KKo7PLdxaye3o99ekpUo&r=nfFOfOY4tlEBb8pXQUu2OBXo0Qzwy6PTzBjFmIZ_X2E&m=LmHLyQMLtIXnVMqKQ5zhrlqdv3blkBidWGNUYuhiO_8g5wa3B2_FPvuW3ikPJTkC&s=fcZ9hQgD_YxPYtShZ6bGCG0gPx7GmxY4pPJthfmaZ0g&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__carbonaccountingfinancials.com_&d=DwMGaQ&c=3mQbQWLipB5SMltIM94Thx7KKo7PLdxaye3o99ekpUo&r=nfFOfOY4tlEBb8pXQUu2OBXo0Qzwy6PTzBjFmIZ_X2E&m=LmHLyQMLtIXnVMqKQ5zhrlqdv3blkBidWGNUYuhiO_8g5wa3B2_FPvuW3ikPJTkC&s=fcZ9hQgD_YxPYtShZ6bGCG0gPx7GmxY4pPJthfmaZ0g&e=
https://rethink.vancity.com/
https://www.rabobank.com/en/images/rabobanks-commitment-sustainable-agriculture-and-forests.pdf
https://www.sc.com/en/media/press-release/standard-chartered-announces-interim-targets-and-methodology-for-pathway-to-net-zero-by-2050/
https://av.sc.com/corp-en/content/docs/Standard-Chartered-Bank-Transition-Finance-Framework.pdf
https://av.sc.com/corp-en/content/docs/tcfd-climate-change-disclosure.pdf
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Principle 3: Clients 
and Customers

We will work responsibly with our clients and our customers to 
encourage sustainable practices and enable economic activities 
that create shared prosperity for current and future generations.
Banks are vital economic intermediaries and as such can make their most significant 
contributions to society’s goals by creating synergies with customers and clients, 
encouraging sustainable practices and accompanying their customers and clients 
in their transition towards more sustainable business models, technologies and life-
styles. A bank’s most significant impacts on society, the economy, and the environment, 
are indirect. They are associated with the activities of the bank’s clients and customers. 
Partnering with clients and customers is an essential element in assessing the bank’s 
impacts, understanding risks and opportunities, and achieving targets. In addition to 
contributing towards shared prosperity for current and future generations, enabling 
sustainable economic activities in this way presents a clear business case for banks: 
clients that are shifting to sustainable business models and technologies are better 
prepared for emerging regulations, and better positioned to succeed in our changing 
economy and society. Accompanying their clients in their own journeys to contribute to 
society’s goals enables stronger relationships with customers and clients; and posi-
tions the bank as the partner of choice. Further, getting to know the bank’s customers 
and clients better drives business growth and supports improved risk management. A 
strong relationship between the banks and its client and customers—built on trust—is 
crucial for any bank’s success. Responsible conduct is the foundation of trust. 

Responsible conduct means treating clients and customers fairly, understanding their 
needs and providing products and services that meet these needs, giving them key prod-
uct information to enable comparison shopping, transparent pricing, and putting in place 
customer complaints and dispute resolution mechanisms. 

Principle 3: Requirements set out in the Framework Documents
In line with the Principles for Responsible Banking Framework Documents, banks are 
required to report—at a high-level—on how their policies and practices promote responsi-
ble conduct, encourage sustainable practices, and enable sustainable economic activities. 
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How your bank can work towards Principle 3

These steps can be taken for all of your bank’s client and customer segments
	◾ Systematically identify where your bank can support its customers and clients in 

reducing their negative impacts, and increasing their positive impacts, through adopt-
ing new technologies, business models, and practices. Based on your analysis of your 
clients, develop a strategy, identify steps to take. Such steps can include:
	◽ Identifying your most significant clients in terms of their impact (e.g. major GHG 

emitters; major clients in high intense sectors) and relevance to the bank’s busi-
ness in order to develop specific engagement processes.

	◽ Raising awareness, engaging customers and clients and providing advice.
	◽ Developing new products and services that encourage and support more sustain-

able business models, technologies, practices, and lifestyles.
	◻ Incentivising more sustainable investments and choices.

	◾ Proactively informing and engaging with clients and customers about your commit-
ment to sustainability and to responsible banking.

	◾ Establishing partnerships with third parties, to deliver solutions for sustainable 
production and consumption beyond your bank’s current customer and client base. 
These can include technology providers and FinTech firms to leverage digital tech-
nology for new solutions that contribute to financial inclusion, greater access to 
credit, and improved data security. These partnerships can be with firms that provide 
sustainability-related products and services; social entrepreneurs who drive social 
innovation to meet society’s goals; and renewable energy firms able to support your 
bank’s clients and customers own transition to a low-carbon economy. 

	◾ Building capacity among bank employees to better engage with clients and custom-
ers about sustainable finance; and establishing internal guidelines and protocols for 
supporting clients and customers on sustainability considerations.

	◾ Developing policies, and training staff, to ensure that clients and customers are 
treated fairly. Reviewing specific products and services to ensure they meet their 
needs—including sustainability needs.

	◾ Collect relevant data from clients and customers. If the clients and customers do not 
have the needed data yet themselves, develop an information plan by when you are 
expecting to receive relevant data from them.

	◾ Assessing employee incentive structures and remuneration policies to ensure that 
these are not encouraging mis-selling and other unfair practices. Ensuring that 
account managers’ incentives are aligned with your bank’s responsible banking strat-
egy and objectives.

	◾ Involving clients and customers as stakeholders in your bank’s stakeholder engage-
ments; and systematically engaging customers and clients on sustainability issues.

	◾ Integrating questions on your bank’s clients and customers sustainability preferences 
in the on-boarding process.

	◾ Building expertise within your bank, or through partnerships with other organizations, 
to effectively advise clients and customers on adopting more sustainable business 
models, technologies, and lifestyles.

	◾
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	◾ Developing appropriate incentives for clients and customers to make more sustain-
able investments and financial decisions. This can be through preferential interest 
rates, rewards programmes for sustainable consumption choices, etc. 

	◾ Offer “sustainability-linked loans” or “positive impact loans”, where some of the terms 
could be linked to corporate progress on sustainability (e.g., discounts could be 
provided based on the use of the funds or the realization of certain sustainability-re-
lated targets).

	◾ Creating a “race to the top” among clients and customers, offering more attractive 
interest rates, pricing, terms and conditions, and value-added services for more 
sustainable clients and customers.

These steps can be taken for your bank’s retail customers 
	◾ Identifying where your bank could encourage and support sustainable behaviour and 

consumption choices.
	◾ Mapping your bank’s retail customers, and for each major segment, identifying the 

existing and potential sustainability-related behaviours and actions where your bank 
can provide support and/or incentives. 

	◾ Identifying retail customer segments with low financial literacy, and potential retail 
customer segments that are under-serviced by banks.

	◾ Based on this analysis of your bank’s retail customers, developing a strategy and iden-
tifying steps to take. For example, your bank can consider expanding and adapting 
its current offerings to the “bottom of the pyramid” through microfinance, micro-in-
surance, low-cost savings products and transactional services. In addition, your bank 
can finance and incentivise sustainable energy use through “green loans” for home 
insulation, the use of renewable energy, or carbon offsetting.

	◾ Helping your bank’s retail customers acquire the knowledge and skills to effectively 
manage their finances, e.g. through financial literacy programmes. Your bank can 
consider working with customer advocacy organisations on such programmes.

These steps can be taken for your bank’s entrepreneurs and small  
enterprise customers 
	◾ Mapping your bank’s small business customers and identifying the existing and 

potential sustainability-related activities where your bank can provide further support 
through new products and services. 

	◾ Identifying small enterprises and entrepreneurs who will benefit from greater finan-
cial literacy, business development support, and innovative financial products and 
services that will support the growth of their businesses.

	◾ Providing specialised financial products and services to social enterprises and social 
entrepreneurs making a positive contribution to sustainable development, for exam-
ple through innovation hubs, incubators, and supplier development programmes.

	◾ Helping your bank’s small business customers improve their knowledge and skills to 
effectively manage their business finances. Your bank could consider working with 
small business support organisations on such programmes.

	◾ Using digital platforms to deliver financial products and services more efficiently to 
small businesses and entrepreneurs, and to help these customers solve many of their 
business challenges, for example the use of blockchain to facilitate letters of credit 
for importers and exporters.
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These steps can be taken for your bank’s corporate and institutional clients 
	◾ Mapping your clients according to their economic sector. For each major sectoral 

grouping, identifying the sustainability impacts, positive and negative, that these clients 
need to manage and where your bank could play a role in supporting these efforts. 

	◾ Asking clients for information on their significant impacts, and environmental and 
social risks, for consideration when assessing broader credit risks.

	◾ Encouraging clients to improve their own social and environmental impacts and adopt 
robust sustainability standards.

	◾ Identifying where new or existing financial solutions may play a pivotal role in foster-
ing sustainable business practices by clients. This can be undertaken during various 
routine client engagements, including client on-boarding, Know Your Client reviews, 
transaction assessments, etc. Examples of such sustainable practices include:
	◽ Introducing energy efficiency practices
	◽ Use of renewable energy sources
	◽ Transition to lower carbon transportation options
	◽ Developing energy efficient buildings
	◽ Investing in smart cities
	◽ Responsible water and waste management systems
	◽ Harnessing opportunities in the circular economy
	◽ Introducing climate-smart agricultural practices
	◽ Reducing plastic pollution and investing in sustainable packaging
	◽ Assessing and disclosing financial-related climate risks through the TCFD
	◽ Increasing female representation in Boards and senior management
	◽ Close the gender pay gap within the company
	◽ Ensure decent employment standards and safety at work
	◽ Set up and follow human rights due diligence processes for sub-/contractors and 

suppliers

Some key resources
	◾ For information on financial inclusion, consult the PRB Guidance on Financial Health 

and Inclusion or visit the website of the Global Partnership for Financial Inclusion.
	◾ CGAP Customer-Centric Guide: this is a collection of hands-on toolkits and experi-

ments that help design and deliver effective financial services for low-income custom-
ers. The Consultative Group to Assist the Poor (CGAP) is a global partnership, under 
the umbrella of the World Bank, of 34 organizations that seek to advance financial 
inclusion. CGAP is developing a Customer Outcomes Framework, which financial 
institutions and regulators can apply practically in order to achieve better customer 
outcomes. This framework will be supported by Customer Outcomes Indicators.

	◾ OECD/G20 Inclusive Framework on Base erosion and profit shifting (BEPS): the OECD 
has issued an international collaboration to end tax avoidance that has released 
several documents and tools to understand what tax avoidance is, and how financial 
players may contribute to resolve this global issue.

https://www.unepfi.org/publications/guidance-on-financial-inclusion-and-financial-health-target-setting/
https://www.unepfi.org/publications/guidance-on-financial-inclusion-and-financial-health-target-setting/
https://www.gpfi.org/
https://www.cgap.org/topics/collections/customer-centric-guide
https://www.cgap.org/sites/default/files/publications/2020_06_WorkingPaper_Making_Consumer_Protection_Regulation_More_Customer_Centric.pdf
https://www.oecd.org/tax/beps/
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	◾ The United Nations Global Compact has numerous publications on Sustainable 
Finance that provide helpful information relevant to aligning with Principle 3, including:
	◽ SDG Bonds and Corporate Finance
	◽ Engagement Guidance on Corporate Tax Responsibility
	◽ Carbon Markets

	◾ A World Bank survey of the South African retail banking sector provides useful 
insights into several responsible conduct topics.

	◾ The UK Financial Conduct Authority has a wealth of guidance of conduct topics.
	◾ The FARMS Initiative has published Responsible Minimum Standards that finan-

cial institutions can use to influence and guide meat, milk and egg producers, and 
other companies in the supply chain, towards responsible treatment of farm animals, 
including how farm animals are raised, transported and slaughtered.

	◾ Let’s Discuss Climate: The essential guide to bank-client engagement published by 
the Cambridge Institute for Sustainability Leadership (CISL) has been designed for 
immediate use by relationship managers and client facing staff. It will also be valu-
able for sustainability strategy teams and those who structure the remit and educa-
tion of relationship managers, including the heads of business lines. CISL also has 
numerous other useful publications.

https://www.unglobalcompact.org/library
https://openknowledge.worldbank.org/bitstream/handle/10986/30402/129778-WP-South-Africa-Retail-Banking-Diagnostic-Report.pdf?sequence=1&isAllowed=y
https://www.fca.org.uk/publications/search-results?p_search_term=%20&category=policy%20and%20guidance%2Cpolicy%20and%20guidance-policy%20statements%2Cpolicy%20and%20guidance-finalised%20guidance%2Cpolicy%20and%20guidance-consultation%20papers%2Cpolicy%20and%20guidance-guidance%20consultations%2Cpolicy%20and%20guidance-feedback%20statements%2Cpolicy%20and%20guidance-discussion%20papers%2Cpolicy%20and%20guidance-calls%20for%20input%2Cpolicy%20and%20guidance-newsletters%2Cpolicy%20and%20guidance-handbook&sort_by=dmetaZ
https://www.farms-initiative.com/
https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/lets-discuss-climate-the-essential-guide-to-bank-client-engagement
https://www.cisl.cam.ac.uk/business-action/sustainable-finance/banking-environment-initiative
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Examples

a.	 Increasing financial literacy for retail customers in developing countries
A bank focused on retail customers in emerging economies might create the most 
positive impact by increasing financial literacy and access to appropriate and afford-
able services while also taking care that remuneration incentives within the bank don’t 
unintentionally encourage overselling to people (e.g. to seasonal workers whose live-
lihoods are uncertain). In an example from Turkey, a bank partnered with the Govern-
ment to support financial literacy sessions for families and households. Several 
hundred thousand people have been trained since the inception of the initiative.

b.	 Enabling financial inclusion through technology
Some ways to increase financial inclusion include educational programmes for young 
adults, youth and children to familiarize themselves with basic money concepts, offer-
ing free accounts for those who need them and providing various routes through which 
to access banking.

c.	 Supporting rural development
One of the most prominent private sector banks in Bangladesh conducts all banking 
activities in accordance with Shari’ah law and was the first Shari’ah interest-free bank 
in the country. Amongst the bank’s most established programs is their Rural Devel-
opment Scheme, which is a micro credit system based on financial inclusion strat-
egies geared towards poverty alleviation and economic development. It funds rural 
housing, income-generating activities, safe drinking-water and sanitation facilities. The 
bank’s objectives include extending investment opportunities to rural areas, financing 
self-employment, alleviating rural poverty, and providing more education and health-
care opportunities.
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Principle 4: Stakeholders

We will proactively and responsibly consult, engage and 
partner with relevant stakeholders to achieve society’s goals.
The scale of change necessary to meet the objectives of the SDGs, the Paris Climate 
Agreement and other relevant national, regional or international frameworks requires 
collective action and partnerships. Banks are a crucial part of our economic and social 
system and can contribute to these important societal goals. By partnering with relevant 
stakeholders (notably peers, investors, clients, customers, regulators, employees, poli-
cy-makers, suppliers, scientists, academia, civil society, trade unions and communities), 
banks can significantly increase the impact of their actions and support action at the 
scale of change that is required. Proactively consulting stakeholders ensures your bank 
benefits from their knowledge and subject-matter expertise and enables the correct/
legitimate definition of society’s goals; it drives legitimacy and capacity to identify posi-
tive and negative impacts. Proactively engaging stakeholders early on ensures that all 
relevant interests are taken into account and a bank will not encounter challenges down 
the line.

Principle 4: Requirements set out in the Framework Documents
Your bank is part of a social system, in which it has to identify its key stakeholders and 
understand their roles, capabilities and needs. In line with the Principles for Responsible 
Banking Framework Documents, your bank is required to consult, engage, collaborate 
and/or partner with relevant stakeholders for the purpose of implementing the Principles, 
which includes engaging on its impacts. Banks are required to give a high level account 
of the stakeholders they identified and engaged with, as well as the key issues raised by 
stakeholders and how they were addressed by the bank. 

At the collective level, the Civil Society Advisory Body is a unique forum for construc-
tive and collective engagement between the banking industry and wider civil society, 
designed to help monitor collective progress, advise signatories banks on strategic 
matters and help maintain the relevance of the Principles for Responsible Banking with 
societal needs.

How your bank can work towards Principle 4
	◾ Identify and map key external stakeholders such as regulators, investors, govern-

ments, suppliers, customers and clients, academia, civil society institutions, commu-
nities, representatives of indigenous population and non-profit organizations. Pay 
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special attention to “affected” stakeholders by setting up processes to identify poten-
tial and actual adverse impacts on human rights of individuals and groups, i.e., such 
as communities or wildlife (represented by NGOs). 

	◾ Identify those issues or areas where collaboration could help accomplish results 
beyond what your bank could deliver on its own.

	◾ Establish multi-disciplinary consultation channels and use digital and connected tech-
nologies to facilitate continuous and fruitful engagement with stakeholders.

	◾ Establishing partnerships with third-parties, to deliver solutions for sustainable 
production and consumption beyond your bank’s current customer and client base. 
These can include technology providers and FinTech firms to leverage digital tech-
nology for new solutions that contribute to financial inclusion, greater access to 
credit, and improved data security. These partnerships can be with firms that provide 
sustainability-related products and services; social entrepreneurs who drive social 
innovation to meet society’s goals; and renewable energy firms able to support your 
bank’s clients and customers own transition to a low-carbon economy. 

	◾ Consult and engage all relevant stakeholders to allow them to express their expec-
tations regarding your bank’s impacts, strategy, targets, the role your bank can play 
in driving sustainability, and your efforts to implement these Principles. Make use of 
stakeholders’ expertise and knowledge. 

	◾ Engage with regulators and policymakers to advocate for regulations and policies 
that are in line with the goals and objectives of the Principles for Responsible Banking, 
and sustainable development more broadly. Be transparent about your bank’s policy 
engagements and activities, and make sure they are in line with your bank’s commit-
ments under these Principles. 

	◾ Partner with relevant stakeholders that can help your bank reduce negative impacts, 
achieve or scale up positive impacts and deliver more than you could by working 
on your own. Create partnerships or relationships that enable your bank to leverage 
its intellectual and social capital, and develop and implement solutions that make 
substantial contributions to the goals of the SDGs, the Paris Climate Agreement and 
other relevant national, regional or international frameworks.

	◾ Work with other banks and financial institutions to facilitate concrete and at-scale 
change in the sector, taking into account the applicable competition law restrictions 
that may exist in your jurisdictions.

	◾ Regularly review your stakeholder engagement strategy to ensure that it is compre-
hensive and include new relevant stakeholders when necessary. 

Some key resources
	◾ The IFC has issued a comprehensive guide to help companies with stakeholder 

mapping. The guide provides corporations and banks with concrete proposals to 
enable them to identify their key stakeholders and to establish fruitful relationships 
with them.

	◾ AA1000 AccountAbility Stakeholder Engagement Standard: a stakeholder engage-
ment standard designed to support organizations in designing, implementing and 
communicating an integrated approach to stakeholder engagement.

	◾ BSR (Business for Social Responsibility)’s Five Step Approach to Stakeholder Engage-
ment: a simple, 5-step guide that provides a toolkit for engaging stakeholders and 

https://documents1.worldbank.org/curated/en/842721467995900796/pdf/106395-WP-PUBLIC-PPD-Stakeholder-Mapping-Toolkit-2016.pdf
https://documents1.worldbank.org/curated/en/842721467995900796/pdf/106395-WP-PUBLIC-PPD-Stakeholder-Mapping-Toolkit-2016.pdf
https://www.accountability.org/standards/
https://www.bsr.org/en/our-insights/report-view/stakeholder-engagement-five-step-approach-toolkit
https://www.bsr.org/en/our-insights/report-view/stakeholder-engagement-five-step-approach-toolkit
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building trust, including how to develop a stakeholder engagement strategy and 
conduct stakeholder mapping exercises.

	◾ International Integrated Reporting Framework: this framework provides organizations 
with a useful and concrete canvas to manage stakeholder relationships. Integrated 
Reporting (<IR>) aims to improve the quality of information available to providers of 
financial capital by communicating the full range of factors, including environmental 
and social drivers, that materially affect the ability of an organization to create value 
over time. The International Integrated Reporting Council’s (IIRC) view is that value is 
not created by or within an organization alone, but is created through relationships 
with others, and that stakeholders provide useful insights about matters that affect 
the ability of the organization to create value.

	◾ OECD Principles for Transparency and Integrity in Lobbying: these principles help 
banks that engage with policymakers and stakeholders to change policies in a 
manner that is transparent so it cannot be mistaken for acting in narrow self-interest. 
It includes the following points, which should be considered when undertaking the 
engagement:

1.	 Do the bank’s rules and guidelines respect the socio-political and administrative 
context?

2.	 Are the rules and guidelines consistent with the wider policy and regulatory 
frameworks?

3.	 Is sufficient information on bank interventions publicly available?
4.	 Can stakeholders scrutinize the positions and approaches?
5.	 Are those undertaking the work on behalf of business meeting standards of 

professionalism and transparency?
6.	 Are the rules of engagement and compliance with them periodically reviewed?

	◾ Business and the SDGs: Building Blocks for Success at Scale: this report provides 
practical knowledge through an analysis of successful case studies, enabling different 
sectors to develop context specific action plans towards sustainable development. 

	◾ Business and the United Nations: Working Together towards the SDGs: this frame-
work suggests that core business investments and activities are the most effective 
means with which a business can implement sustainable development strategies.

	◾ Embedding the SDGs into Business provides specific and practical examples of three 
stakeholder engagements with the SDG’s outline steps that can be used by other 
businesses towards sustainable development, including understanding the SDG’s, 
mapping priorities, setting relevant targets, integrating sustainability strategies, and 
aligning with existing reporting activities.

https://www.integratedreporting.org/resource/international-ir-framework/
https://www.oecd.org/gov/ethics/oecdprinciplesfortransparencyandintegrityinlobbying.htm
https://www.hks.harvard.edu/sites/default/files/BusinessandSDGs(Final).pdf
https://www.sdgfund.org/publication/business-and-united-nations-working-together-towards-sustainable-development-goals
https://www.google.com/search?q=%E2%80%A2+Embedding+the+SDGs+into+Business&oq=%E2%80%A2%09Embedding+the+SDGs+into+Business&aqs=chrome..69i57j33i22i29i30l2.599j0j4&sourceid=chrome&ie=UTF-8
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Examples

a.	 The Civil Society Advisory Body
Established in March 2021, the Civil Society Advisory Body (CSAB) of the Principles 
for Responsible Banking is a unique forum for meaningful and constructive engage-
ment between wider civil society and PRB Signatories. The Body puts each signatory’s 
commitment to Principles 4 into practice at the collective level. It is a key mechanism 
to help the PRB maintain ongoing relevance with societal needs and ensure Signatory 
Banks deliver on their commitments with ambition and transparency.

The CSAB provided an independent view (p.22–28) on the collective progress of signa-
tories in October 2021 and shared their recommendations on how to improve PRB 
implementation and maximize the collective impact. These recommendations guide 
the strategic priorities and work of the PRB

b.	 One bank’s approach to stakeholder engagement
This South African bank recognises that to be maintain its social licence to operate 
it must understand the societies in which it does business and respond in a relevant 
and appropriate way. As such it engages with diverse organisations to inform its think-
ing, including political parties, communities, professional bodies, think tanks, environ-
mental and human rights organisations, and NGOs. These engagements are guided by 
several policies and principles to ensure mutual respect, consistency of approach, and 
an ethos of listening to stakeholders.

The bank proactively engages on public policy issues through discussions with govern-
ment departments and legislators, and through active participation in trade associa-
tions. These engagements are conducted in a transparent and constructive manner, 
and are aimed at highlighting the potential impact of policy and regulatory changes 
on customers, other stakeholders, and the economy. This advocacy work is evidence-
based and respectful of democratic legislative processes. Its aim is to promote a 
balanced and proportionate policy and regulatory framework that protects customers, 
depositors, shareholders, and society.

Click here for more information. 

https://www.unepfi.org/banking/bankingprinciples/more-about-the-principles/progress/prb-collective-progress-report-2021/
https://reporting.standardbank.com/results-reports/annual-reports/
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Principle 5: Governance 
and Culture

We will implement our commitment to these Principles through 
effective governance and a culture of responsible banking.
To be able to respond with the speed and scale necessary to address global challenges 
requires leadership, buy-in and active support of the Board of Directors, the CEO, and 
senior and middle management. It requires establishing a daily business culture and 
practice in which all employees understand their role in delivering the bank’s purpose 
and integrate sustainability in their work and their decision-making. To deliver on its 
commitments under these Principles, a bank needs to put in place effective governance 
procedures pertaining to sustainability, including assigning clear roles and responsi-
bilities, setting up effective management systems and allocating adequate resources.

Principle 5: Requirements set out in the Framework Documents
In line with the Principles for Responsible Banking Framework Documents, banks are 
required to develop governance structures that enable and support effective imple-
mentation of the Principles. This includes having appropriate structures, policies and 
processes in place to manage its significant impacts and risks, and achieve its targets. 
Your bank will also be required to disclose measures it is implementing to foster a 
culture of responsible banking among its employees. 

How your bank can work towards Principle 5
	◾ Assign clear and specific roles and responsibilities at the Board level and across 

all functions of your bank regarding your bank’s sustainability agenda and provide 
adequate resource allocation.

	◾ Build internal expertise on the environmental, social and economic topics relevant 
to your bank’s context, such as climate change, deforestation, pollution, biodiversity, 
human rights, gender equality, by recruiting specialists supplemented with training 
of staff on ESG strategies, policies and tools, including providing external guidance 
through consultants to inform and educate staff.

	◾ Set up a dedicated, specialized team of sustainability experts (e.g., a corporate 
sustainability department) with strong leadership and clear roles and responsibilities, 
to facilitate sustainable finance and the implementation of the Principles across all 
functions of your bank.
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	◾ Establish appropriate policies, systems and procedures with effective management 
systems and controls, including risk, compliance and third-party assurance procedures.

	◾ Integrate sustainability objectives and targets into decision making processes across 
your bank. Regularly review existing management systems and processes to assess 
whether these need to be modified or strengthened to enable your bank to deliver on 
its sustainability-related goals.

	◾ Formally include sustainability criteria into the Terms of Reference or Charter for your 
Board’s nomination, remuneration and audit committees or create a dedicated Board 
Committee focused on sustainability and responsible banking.

	◾ Integrate sustainability into a clearly communicated statement linking environmental 
and social issues to the vision and mission of your bank, with clear C-suite endorsement.

	◾ Embed your bank’s sustainability targets into its remuneration and incentive as well 
as its performance management systems. Reward strong sustainability performance 
and leadership, for example, through promotion decisions.

	◾ Communicate internally and externally (see Principle 6) on your bank’s sustainability 
approach and performance. Actively communicate top-level buy-in from CEOs and 
the C-suite with statements, quotes and interviews in internal and external media, 
and regularly address sustainability-related topics to raise awareness, understanding, 
knowledge and interest among staff. 

	◾ Educate and train employees on your bank’s sustainability strategy and targets in 
general, and in particular on sustainability issues pertaining to their respective area of 
work to develop appropriate awareness and expertise at all levels.

	◾ Embed sustainability values and ethos into day-to-day operations of your bank and its 
culture through policies, processes and everyday practices such as gender equality 
and pay equity, climate-friendly transport options, sustainable and inclusive procure-
ment practices, etc.

	◾ Build an internal community of sustainability champions that includes all the employ-
ees who have a clear contribution and responsibility towards the achievement of 
your sustainability goals and targets. Manage and strengthen this community with 
frequent engagements, such as webinars, meetings and seminars, and newsletters. 
Honor and publicly recognize sustainability leaders.

	◾ Align lending policies with scientific and robust approaches, which may be developed 
via a multi-stakeholder process. Where available, use sustainability standards and 
certification systems developed via multi-stakeholder processes such as the ISO and 
ISEAL standards.

Some key resources
	◾ UNEP FI Integrated Governance: A New Model of Governance for Sustainability: this 

2014 report sets out a new model of governance that puts sustainability at the heart 
of governance and corporate boards’ strategic agendas. The report makes a compel-
ling case for the development and execution of sustainable strategies in corporations 
and illustrates why the current state of governance is not well suited to advancing 
sustainability effectively.

	◾ Sustainability and the board: What do directors need to know in 2018?: this report 
gives an updated and concise view on the issues, questions and references that direc-
tors should have in mind or address when discussing sustainability at board level. The 

https://www.isealalliance.org/about-iseal
https://www.unepfi.org/publications/investment-publications/integrated-governance-a-new-model-of-governance-for-sustainability-2/
https://www2.deloitte.com/content/dam/Deloitte/global/Documents/Risk/gx-sustainability-and-the-board.pdf
https://www2.deloitte.com/global/en/pages/financial-services/articles/the-future-of-the-chief-sustainability-officer.html
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future of the Chief Sustainability Officer looks at the evolving role of the Chief Sustain-
ability Officer (CSO) in the financial services industry.

	◾ Corporate Governance Principles for Banks: the Basel Committee on Banking Super-
vision (BCBS) issued set of principles for enhancing sound corporate governance 
practices at banking institutions. The principles provide guidance on (1) the role of 
the board of directors in overseeing the implementation of effective risk management 
systems, (2) emphasise the importance of the board’s collective competence, and (3) 
provide guidance on risk governance, including the risk management roles played by 
business units, risk management teams, and internal audit and control functions (the 
three lines of defence), as well as underline the importance of a sound risk culture to 
drive risk management within a bank.

	◾ OECD Corporate Governance Principles: these principles aim at helping policymakers 
evaluate and improve the legal, regulatory, and institutional framework for corporate 
governance. They also provide guidance for stock exchanges, investors, corporations, 
and others that have a role in the process of developing good corporate governance. 
First issued in 1999, the Principles have been adopted as one of the Financial Stability 
Board’s Key Standards for Sound Financial Systems and endorsed by the G20.

	◾ The Group of 30 has produced two reports on Banking Conduct and Culture: 
	◽ A Call for Sustained and Comprehensive Reform: this report addresses the gover-

nance challenges facing the world’s largest banks, their boards, their manage-
ment, and the supervisors who oversee the health of the financial system, and the 
economic sustainability and strength of the individual firms.

	◽ A Permanent Mindset Change: this report examines the progress made by banks 
on conduct and culture, shares findings from interviews with over 50 financial 
sector leaders, and reiterates guidance on the areas where additional efforts and 
attention are still required.

	◾ Earth On Board: this organization is an ecosystem of sustainability actors dedicated 
to helping organizations achieve an Earth Competent Board, where board members 
are proficient in sustainability, with the right governance, asking management the 
right questions, recognizing that peer exchange is key to driving transformation.

	◾ WWF Sustainable Banking Assessment (SUSBA) Tool: an interactive tool for banks to 
assess and benchmark their Corporate Governance (CG) and Environmental, Social, 
Governance (ESG) integration performance to accelerate their efforts to stay compet-
itive, resilient and relevant in a resource constrained, low carbon future.

	◾ The International Social and Environmental Accreditation and Labeling Alliance 
(ISEAL): this organization provides a database of sustainability certification standards 
which can be incorporated into banks’ polices and client assessment criteria.

	◾ Strengthening Governance Frameworks to Mitigate Misconduct Risk: A Toolkit for 
Firms and Supervisors: this report, issued by the Financial Stability Board, provides a 
toolkit for use by firms and supervisors to strengthen the ability of governance frame-
works to mitigate misconduct risk.

	◾ OECD Due Diligence Guidance for Responsible Business Conduct: this will help finan-
cial institutions to implement the diligence recommendations set forth by the United 
Nations Guiding Principles on Business and Human Rights.

https://www2.deloitte.com/global/en/pages/financial-services/articles/the-future-of-the-chief-sustainability-officer.html
https://www.bis.org/bcbs/publ/d328.htm
https://www.oecd.org/corporate/principles-corporate-governance/
https://group30.org/publications/detail/166
https://group30.org/publications/detail/3134
https://www.earthonboard.org/
https://susba.org/
https://www.isealalliance.org/
https://www.isealalliance.org/
https://www.fsb.org/2018/04/strengthening-governance-frameworks-to-mitigate-misconduct-risk-a-toolkit-for-firms-and-supervisors/
https://www.fsb.org/2018/04/strengthening-governance-frameworks-to-mitigate-misconduct-risk-a-toolkit-for-firms-and-supervisors/
https://www.oecd.org/investment/due-diligence-guidance-for-responsible-business-conduct.htm
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	◾ Net zero: a practical guide for finance teams explores the steps that finance teams 
can take to help their organizations progress towards net-zero emissions and address 
the practical issues of setting credible net-zero targets and embedding them into 
finance processes and decisions.

	◾ A Banker’s Guide for Transforming Finance investigates the role of banking profes-
sionals in transforming mainstream financial institutions from the inside and Climate 
Intrapreneurs: Insights from the front lines of bank climate action shares insights 
about the experiences of those driving climate-focused change within banks and lend-
ing institutions.

	◾ Bank 2030: Accelerating the transition to a low carbon economy highlights the need 
for banks to develop an ‘active mindset’ in order to accelerate the transition to a low 
carbon economy. 

https://www.accountingforsustainability.org/content/dam/a4s/corporate/home/KnowledgeHub/Guide-pdf/Net%20Zero%20A%20Practical%20Guide%20for%20Finance%20Teams.pdf.downloadasset.pdf
https://financeinnovationlab.org/wp-content/uploads/2020/12/A-Bankers-Guide-to-Transforming-Finance-Dec-2020.pdf
https://financeinnovationlab.org/wp-content/uploads/2020/12/Climate-Intrapreneurs-December-2020.pdf
https://financeinnovationlab.org/wp-content/uploads/2020/12/Climate-Intrapreneurs-December-2020.pdf
https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/bank-2030-accelerating-the-transition-to-a-low-carbon-economy
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Examples
a.	 Linking sustainability objectives to remuneration
More and more banks are incorporating sustainability-related considerations into 
the performance assessment and remuneration of staff throughout the organization, 
including for their executive committees and board members. Aligning remuneration 
programmes with the sustainability agenda of the bank creates awareness, delivers 
action, and demonstrates credibility.

For example, a major European bank measures the share of its lending portfolio that 
strictly contributes to at least one of the 17 SDGs. This indicator is embedded in a 
set of sustainability-linked KPIs (e.g. exposure to renewable power sector, operational 
carbon footprint, number of individuals that have benefited from a financial education 
session provided by the group, etc.). Part of the long-term compensation for the bank’s 
5000 top managers across the group is linked to these criteria.

b.	 Governance structure to support implementation of the Principles 
A European Founding Bank has fully incorporated the Principles for Responsible Bank-
ing (PRB) in its new Sustainability Policy and ESG Strategy and has set targets that are 
discussed regularly at the Executive Committee. The CEO has the overall oversight of 
the PRB implementation and schedules regular ESG Work Shops where progress and 
future steps are discussed and agreed upon. Furthermore, the Board Ethics & ESG 
Committee was established with the objective to consider the material ethical, environ-
mental, social and governance issues relevant to the Bank’s business activities. The 
Committee’s role is to support the Board of Directors and its Committees by proac-
tively setting, challenging, supporting and overseeing policies and strategies imple-
mented by Management to generate value for all stakeholders and to promote the 
right values and corporate culture of the Group. The Committee works closely in coor-
dination with the BoD’s Nomination, Remuneration, Audit, Risk and Strategy Commit-
tees. Τo promote the PRB and support the work of all business units an ESG unit was 
established to act as a link between the Board of Directors and the executive units of 
the Bank.

c.	 Bringing diverse stakeholder voices into banking
A major Australian bank hosts a regular forum comprising a range of external stake-
holders who provide advice and insights to its executives and sustainability leaders 
on approaches to sustainability. It is an important mechanism that helps inform the 
bank’s approach to the issues that matter most to their stakeholders, both in the 
short and longer term. The Council is made up of up to ten external members and is 
co-chaired by the bank’s CEO. 

Examples of topics examined by the Council have included approaches to customer 
vulnerability, climate change, human rights and artificial intelligence and support for 
women in business and the community. See more examples here

https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/ic/2021_Sustainability_Supplement.pdf#page=10
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Principle 6: Transparency 
and Accountability

We will periodically review our individual and collective 
implementation of these Principles and be transparent about 
and accountable for our positive and negative impacts and our 
contribution to society’s goals.
Banks are accountable to their employees, investors and society as a whole. Public 
disclosure is critical because it enables internal and external stakeholders to assess 
your banks’ contribution to society, and the progress it is making. This, in turn, helps 
build confidence in your bank’s sustainability-related commitments and helps to distin-
guish your bank from its competitors. Making targets public and reporting progress 
significantly increases the potential for success in achieving them. Progress reports are 
key to ensuring the effectiveness of your approach, to motivating employees, competing 
with peers, driving innovation, and strengthening reputation and trust.

Principle 6: Requirements set out in the Framework Documents
In line with the Principles for Responsible Banking Framework Documents, banks are 
required to provide information on their implementation of the Principles for Responsi-
ble Banking, in their existing public reporting, within the first 18 months of becoming a 
signatory, and every year thereafter. 

The Reporting and Self-Assessment Template is a crucial part of reporting. Banks are 
required to complete the Template by providing references/links to where in their public 
reporting the relevant information on their implementation of the Principles for Responsi-
ble Banking can be found. In the same Template, banks will assess their progress against 
six criteria: (1) impact analysis, (2) target setting, (3) plans for target implementation and 
monitoring, (4) progress on implementing targets, (5) governance structure for imple-
mentation of the Principles, (6) progress on Implementing the Principles. Limited assur-
ance of your self-assessment on these six criteria is required. The assurance process 
should be in place by no later than year four from the date the bank became a signatory 
to the Principles. Banks are encouraged to put this process in place well in advance. The 
outcome of this assurance process should be included in the bank’s reporting. Where 
third-party assurance is not feasible, an independent review may be conducted. 

https://www.unepfi.org/prb-reporting-and-self-assessment-template/
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Banks are also required to show they have considered existing and emerging interna-
tional/regional good practices, and how they are working to integrate these into their 
existing practices. 

Your bank will benefit from the annual feedback and support meeting with the UNEP FI 
Secretariat, where guidance on how your bank can advance in implementing the Princi-
ples will be provided. 

How your bank can work towards Principle 6
	◾ Publish an annual transparent, balanced account (in your existing reports) of your 

bank’s significant positive and negative impacts, its risks, and the progress it is 
making in implementing the Principles, focusing on outcomes and impacts, rather 
than process.

	◾ Integrate disclosures relating to the implementation of the Principles into your bank’s 
existing reporting (e.g., annual report, sustainability report, company website, etc.). 
Where your bank cannot provide certain information yet, include a description on how 
your bank is planning to work towards obtaining and publishing that information. 

	◾ If the report does not meet the current reporting requirements, allocate adequate 
resources and take steps to close the gap and bring your public reporting in line with 
the reporting requirements.

	◾ Try to quantify as much information as possible, for example by showing sectoral 
exposures, GHG emissions associated with certain portfolios and/or sectors, propor-
tion of portfolios covered by policies or targets etc.

	◾ Disclose at aggregated level, engagements with clients and other stakeholders to 
deliver this industry and market-shifting initiative.

	◾ Demonstrate that your bank has, through consistent processes linked to its own 
governance mechanisms, determined its most significant impacts, identified where 
it can have the most impact in terms of contribution to the SDGs, the Paris Climate 
Agreement, and other relevant frameworks, and the targets it has set in this regard.

	◾ Disclose at aggregated level strategic risks and opportunities and how these are inte-
grated into your bank’s own governance processes and strategy.

Some key resources
	◾ PRB Guidance on Reporting supports signatories of the PRB with reporting on their 

implementation of the Principles. 
	◾ PRB Guidance for Assurance Providers: Providing Limited Assurance for Report-

ing aims at assisting assurance providers with undertaking limited assurance on PRB 
reporting, and at harmonizing the assurance approach and procedures for signatory 
banks. It shall thus foster transparency and robustness in signatory disclosures.

	◾ International reporting frameworks (or local frameworks with equivalent level), e.g.,
	◽ The Integrated Reporting <IR> Framework, to enhance transparency on your bank’s 

material issues regarding the SDGs and the Paris Climate Agreement
	◽ The GRI Standards and Financial Sector Supplement
	◽ SASB (Sustainability Accounting Standards Board) financial sector standards

file:///Users/Rob/OneDrive%20-%20United%20Nations/UNEP%20FI%20Design%20Folder/BANKING/PRB/01%20Guidance%20Docs/PRB%20Guidance%20Document/REFERENCE/2022%20Update/Reporting%20Guidance
https://www.unepfi.org/wordpress/wp-content/uploads/2021/05/PRB-Guidance-for-Assurance-Providers-D3.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2021/05/PRB-Guidance-for-Assurance-Providers-D3.pdf
https://www.globalreporting.org/standards/standards-development/universal-standards/
https://cdn2.hubspot.net/hubfs/2642721/Recursos/Guias%20y%20Estandares/Suplementos%20sectoriales%20G4/GRI-G4-Financial-Services-Sector-Disclosures%20(1).pdf
https://www.sasb.org/standards/download/
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	◾ The recommendations of Task Force on Climate related Financial Disclosures (TCFD): 
these recommendations provide a reference framework for companies, including 
those in the financial sector, to report on their climate-related risk management strat-
egies. Have a look at the UNEP FI TCFD page for a list of useful resources.

	◾ The Materiality Map of the Sustainability Accounting Standards Board (SASB) provides 
suggestions for accounting metrics for sustainability issues that affect a number of 
specific industries, including the banking industry. 

	◾ Integrating the Sustainable Development Goals into Corporate Reporting: A Practical 
Guide: this document outlines a three-step process to embed the SDGs into existing 
business and reporting processes. It helps business to better report their impact on 
the SDGs and address the information needs of relevant stakeholders. This Guide 
follows an approach that is aligned with the UN Guiding Principles on Business and 
Human Rights and the GRI Standards.

	◾ Business Reporting on the SDGs: An Analysis of the Goals and Targets: this document 
is an inventory of possible disclosures per SDG, at the level of the 169 targets. To facil-
itate transparency, a set of disclosures were developed—both qualitative and quanti-
tative—based on globally accepted disclosure frameworks for business. Any business 
can use these disclosures to report on their efforts towards achieving the SDGs.

	◾ Benchmarking conducted for the Dow Jones Sustainability Index (DJSI) and the 
FTSERussell index series, as well as ratings and assessments produced by organiza-
tions such as MSCI, CDP, Sustainalytics, ISS-ESG and VigéoEiris. These benchmarks 
and ratings enable stakeholders to compare the performance of different companies 
on a range of sustainability-related issues. They also provide a useful reference frame-
work for companies on the data and information that are of interest to investors and 
other stakeholders.

https://www.fsb-tcfd.org/recommendations/
https://www.unepfi.org/climate-change/tcfd/tcfd-for-banks/
https://www.sasb.org/standards/materiality-map/
https://www.unglobalcompact.org/library/5628
https://www.unglobalcompact.org/library/5628
https://www.unglobalcompact.org/library/5361
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Examples

a.	 The EU taxonomy
The Article 8 of the EU Taxonomy Regulation mandates large companies, financial and 
non-financial to report the proportion of revenues and expenditures associated with 
environmentally sustainable activities as defined in the Taxonomy Regulation and the 
Climate Delegated Act. It is a very good example of a mandatory reporting framework 
that integrates a inside-out approach to economic activities and allows for understand-
ing to what environmentally sustainable activities (as defined in the EU Taxonomy) the 
bank’s financing and portfolio is going. The concrete aspects on how to report can be 
found in the Article 8 Delegated Act and its annexes.

The so-called “Green Asset Ratio” (GAR) is the KPI credit institutions should disclose, 
and it is defined as the proportion of the credit institutions’ assets invested in Taxono-
my-aligned economic activities as a share of total assets. It is calculated based on the 
on-balance sheet exposures according to the prudential scope of consolidation for the 
types of assets held by the bank (stock & flow, covering the loans and advances, debt 
securities, equities, repossessed collaterals financing Taxonomy-aligned economic 
activities, thus capturing total Taxonomy-aligned exposures). These exposures should 
be broken down based on the Taxonomy objective they are contributing to, type of 
counterparty and type of financing, allowing banks to have a full picture of how well 
they are performing against the stated environmental objectives of the EU (including 
the long-term temperature goal of the Paris Agreement—thus allowing among other 
KPIs to see the level of alignment of a bank’s portfolio with the net zero by 2050 objec-
tives) . These disclosures will be complemented by Banks Pillar 3 disclosures once the 
European Banking Authority ITS will be published.

b.	 TCFD
In October 2021, the TCFD released its latest guidance on climate-related metrics, 
targets and transition plans to enable banks to effectively assess investment and lend-
ing risks. For better climate reporting, the TCFD has provided guidance on:

	◾ Selecting and disclosing metrics, including a set of metrics recommended by the 
Task Force for banks to disclose

	◾ Selecting and disclosing climate-related targets and the use of climate scenario 
analysis to determine targets to set

	◾ Inclusion of firms’ transition plans in their climate-related financial disclosures 
	◾ The use of information climate-relate metrics, targets and transition plans to 

disclose the actual or potential impact of climate-risks on a financial institution

The guidance developed by the Task Force acts to support banks in disclosing deci-
sion-useful metrics. The guide has identified a set of climate-related metric categories 
for banks to disclose and use to make financial decisions. The metrics provided allow 
for comparability in disclosure but also flexibility among firms. Financial institutions 
are encouraged to report on GHG emissions in relation to their investing, lending, and 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32020R0852
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=PI_COM:C(2021)2800
http://ec.europa.eu/finance/docs/level-2-measures/taxonomy-regulation-delegated-act-2021-4987_en.pdf
https://ec.europa.eu/info/law/sustainable-finance-taxonomy-regulation-eu-2020-852/amending-and-supplementary-acts/implementing-and-delegated-acts_en
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underwriting. It is also important that banks report on their transition plans as it shows 
aspects of their overall business strategy which focuses on targets and actions for 
transitioning to a low-carbon economy. The Task Force is also supporting banks on 
better disclosure of actual and potential financial impacts of climate change to enable 
effective pricing of climate risks and opportunities, as well as the allocation of capital. 
The TCFD has also published an associated technical supplement on portfolio align-
ment with the Portfolio Alignment Team (PAT). 
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Assessment of  
collective progress

Based on the signatory banks’ aggregated individual reporting, signatories will take 
stock of their collective progress, and publish the outcome of the assessment through 
UNEP FI every two years. 

The results will be published in the form of a short report which will include:

	◾ An assessment of the collective progress of all of the signatories against the Princi-
ples, and of their aggregate contribution to society’s goals.

	◾ An independent view of the Civil Society Advisory Body.

The periodic review of collective progress will support continuous improvement, enable 
banks to share lessons learned, and establish the credibility of the Principles, signatory 
banks, and of the sector as a whole.

The first collective progress report was published in October 2021.

https://www.unepfi.org/banking/bankingprinciples/more-about-the-principles/progress/prb-collective-progress-report-2021/
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Example implementation 
of the Principles

The following is an example of the steps taken by a 
fictitious signatory bank. Its purpose is to provide 
guidance on the steps a bank can take to implement 
the Principles. It is not binding or prescriptive.

1st & 2nd year of Implementing the Principles
Understanding where the bank stands and making a plan

43

3rd year of Implementing the Principles
Developing the bank’s foundation

44

Examples of target setting 45

4th year of implementing the Principles
Build on the foundation

46

From year 5 on
Working on imlementing the targets

47
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P1. P2. P3. P4. P5. P6. 
The bank works to get an understanding 
of the Sustainable Development Goals 
and the Paris Agreement, as well as other 
relevant national, regional and international 
frameworks. 
It identifies which of the goals set out in these 
frameworks are of specific relevance to the 
society/ies in which it operates. In its country 
of operation, climate change, air and water 
pollution, gender inequality, and economic 
inequalities across different regions, are high 
priority issues. 
The bank considers how its business is rele-
vant to the goals set out in these frameworks 
and starts to develop an understanding of 
how it can strategically contribute to society’s 
priority goals and challenges as set out 
in national and international frameworks 
through its business activities and, with that 
seize strategic business opportunities. It also 
identifies where it’s current strategy may 
be inconsistent with and run counter to the 
achievement of these objectives. To assist this 
process, the bank undertakes an impact analy-
sis (see Principle 2). The bank realizes that its 
current growth strategy in the energy sector 
and in several industrial sectors is not taking 
into account the required transition towards 
renewable energy and pollution control. It 
also identifies significant opportunities to 
encourage gender equality.

The bank undertakes an impact analysis (see pages 6 
& 7 for guidance) of its portfolio to identify its significant 
impacts (both positive and negative). The analysis 
is informed by its core business areas, its products/
services across the main geographies that the bank 
operates in, its major activities in terms of industries 
and technologies, the most relevant challenges and 
priorities related to sustainable development in the 
countries/regions it operates in, and the scale and 
intensity/salience of the (potential) social, economic 
and environmental impacts resulting from the bank’s 
activities, products and services. 
The impact analysis gives the bank a detailed view of 
the impacts associated with its business by sector, 
geographies, and where applicable, technologies and 
client & customers types.
The bank does not have all of the data that is required 
to undertake a very accurate assessment at this stage, 
but is able to obtain an objective understanding of its 
significant impacts, which it can refine as more data 
becomes available. 
Based on this, the bank is able to identify the areas 
in which it can have the most significant impacts. 
The bank has substantial exposure to the energy and 
transport sector. It operates in a country with ambitious 
climate goals. Gender inequality is a significant 
challenge which is expressed as a priority in government 
policies. Gender imbalance is a pervasive challenge 
amongst its clients. The bank identifies Climate and 
Gender as its two areas of most significant impact.

The bank assesses 
how clients 
engaged in sectors 
and activities 
associated with 
significant impacts 
could transition 
towards more 
sustainable and 
resilient business 
models, adapt 
to the changing 
social, economic 
and environmental 
context, and reap 
efficiency gains as 
well as new busi-
ness opportunities. 
This assessment 
helps the bank plan 
how it can support 
its clients in their 
transition. The 
bank also explores 
opportunities for 
developing products 
and services that 
will help its clients 
and customers 
deliver sustainable 
outcomes.

The bank under-
takes a stake-
holder mapping 
exercise to identify 
key external 
stakeholders (see 
page 17), and 
starts developing 
a stakeholder 
engagement 
strategy, which 
details its relevant 
stakeholders, what 
to engage them 
on, who engages 
them, how, and 
when. This helps 
to identify which 
stakeholders it 
should engage 
in order to 
get a better 
understanding 
of its significant 
impacts, and 
for guidance 
when developing 
strategies for 
addressing these 
impacts.

The bank assesses which teams 
and stakeholders internally need 
to be involved in implementing 
the Principles, and dedicates 
resources as needed. 
It considers whether its govern-
ance structure is adequate for 
supporting implementation of the 
Principles. It determines what the 
reporting lines should be, who is 
accountable for implementation, 
and which committees will have 
oversight of these processes. 
It establishes a dedicated 
committee which is responsible 
for overseeing the implementation 
of the Principles, and periodically 
reporting to the board on progress, 
therefore ensuring that the 
CEO and senior management 
are included in the governance 
processes that support the 
Principles, and are regularly briefed. 

Within 18 months 
from becoming 
a signatory to 
the Principles, 
the bank 
communicates 
its progress on 
implementing the 
Principles in its 
public reporting. 
It completes the 
sections of the 
Reporting and 
Self-Assessment 
Template that 
it is able to at 
this stage, and 
publishes this  
as well.

To go further:
The bank is in a position to include its self-assessment in its existing assurance process. Therefore it obtains limited assurance of its 
self-assessment, which determines the accuracy of the information that the bank relied upon in completing its self-assessment.

The bank engages with the UNEP FI Secretariat for guidance and support on how it can build on its current achievements going into Year 2 

1st & 2nd year of implementing the Principles:  
Understanding where the bank stands and making a plan
The bank begins with an assessment of where/how far it is in its sustainability journey.  
It also gets a sufficently detailed view of its portfolio including sectors, client and customer types.
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P1. P2. P3. P4. P5. P6. 
The bank decides 
to include gender 
equality, climate 
transition and 
pollution as 
strategic focus 
areas. It identifies 
strategic business 
opportunities that 
will enable both the 
bank and society to 
develop sustainably. 

Based on the outcome of its impact anal-
ysis, the bank assesses how it is currently 
addressing its significant positive and 
negative impacts, and develops strategies 
for improving existing measures to address 
these impacts and manage risk arising 
from negative impacts (where they were not 
previously being addressed). 

The strategy includes: 
	◼ working with peers to develop new tools 

and methodologies that will assist with 
setting targets and developing KPIs;

	◼ setting two SMART targets, that 
address two distinct most significant 
(potential) impacts identified in the 
impact analysis;

	◼ developing milestones to meet the 
targets, as well as measures to monitor 
progress against the targets;

The bank ensures that its decision-making 
committees and bodies are aware of actual 
and potential risks and impacts associated 
with the bank’s activities, and incorporates 
them in their processes. 

The bank identifies 
which clients it 
needs to work 
with to achieve the 
targets, and begins 
to engage with 
them. The bank 
integrates questions 
about its clients and 
customers sustain-
ability preferences 
into its on-boarding 
process, as well as 
questions about their 
significant impacts.

Through engage-
ment with its clients 
and customers, 
amongst other stake-
holders, the bank 
is able to deliver an 
innovative product 
that supports 
and incentivizes 
more sustainable 
practices. 

The bank systematically 
engages its stakeholders in line 
with its stakeholder engage-
ment strategy. Based on these 
engagements, the bank gets a 
better understanding of how it 
can contribute to the needs of 
its society through its business. 
Through this process, it is able 
to identify stakeholders it can 
partner with to accelerate its 
impacts. 

The bank engages with peer 
banks on the implementation 
of the Principles through UNEP 
FI, by participating in working 
groups and peer learning 
sessions. In order to share 
views and best practices, 
and to combine advocacy 
efforts for the banking sector 
in its country, the bank works 
with other banks through its 
banking association. During 
this process, the bank is 
mindful of competition laws, 
and the extent to which banks 
are able to share information 
with each other. 

The CEO, Board of Directors, the appropriate Executive 
Committees, as well as senior management who will be 
responsible for implementing the strategy, communicate 
their buy-in clearly and regularly. The bank makes further 
changes to its governance structures and processes 
in order to facilitate the effective implementation of 
the Principles. These include integrating sustainability 
objectives into decision making processes across the 
bank, including sustainability criteria in the Terms of 
Reference of the Board’s nomination policy, and ensuring 
that existing policies (such as credit policies, customer 
treatment/engagement policies, procurement policies) are 
consist with its strategy.

The bank engages with internal stakeholders to determine 
what a SMART target could look like for the business, how 
it could be achieved, the business areas that need to be 
involved, and how much time the bank will need to achieve 
the target. In addition, the bank develops a strategy for 
fostering a culture of sustainability to ensure employees 
are on board. It trains staff on their roles and functions in 
implementing the Principles, and more broadly on their 
role in achieving the banks sustainability strategy. The 
bank begins to work on aligning with the good practices 
it identified, and elected to prioritize. The bank decides to 
adopt a human rights screen process in order to ensure 
that it does not enable human rights abuses. It also 
decides to become a signatory to the Equator Principles, 
which will guide the bank with assessing and managing 
the social and environmental risks associated with its 
project finance portfolio.

The bank reports 
on the progress 
it has made 
this far in its 
implementation 
of the Principles, 
this includes 
reporting on the 
targets it has set. 
It completes the 
Reporting and 
Self-Assessment 
Template, 
providing as much 
information as 
it is able to at 
this stage, and 
publishes it.

See next page for examples 
of target setting

To go further:

The bank is in a position to include its self-assessment in its existing assurance process. Therefore it obtains limited assurance of its  
self-assessment, which determines the accuracy of the information that the bank relied upon in completing its self-assessment.

The bank gets feedback and guidance from UNEP FI on its targets, and support for how any gaps relating to the targets 
could be addressed, in addition to getting feedback on other aspects of implementation. 

The bank joins the Net-Zero Banking Alliance or the Collective Commitment to Financial Health and Inclusion to reinforce its ambition.

3rd year of implementing the Principles:  
Developing the bank’s foundation
The Bank develops the structures and processes to support target setting and implementation.
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The bank decides to set a target that contributes to the goal set out in 
the Paris Agreement and latest science—to keep global warming to 
below 1.5°C. 

The bank identifies gender equality as an area where it could have significant impact. It 
intends to set a target to contribute to the achievement of Gender Equality (SDG 5, with 
particular focus on Indicator 5.5.2: ‘Proportion of women in managerial positions’) in 
its country

While undertaking its impact analysis, the bank assessed its portfolio, and was able to 
identify the sectors that it should focus on. These were energy, transport and agriculture. 
Within these sectors, the bank identified the technologies it has exposures to, and its 
exposure to key clients in those sectors. This enabled it to determine its baseline (its 
starting point). 

With the use of scenarios, the bank was able to establish what aligning the identified 
sectors with a 1.5°C goal, would require in its country of operation. With this knowledge, 
the bank was able to set its target: 

	◼ To align the bank’s funding and investment to the energy, transport and agricultural 
sectors with a 1.5°C goal by reaching net-zero financed emissions by 2050. 

The bank determines the measures it will have to take to achieve its target from its starting 
point. These measures include:

	◼ Working with key clients in the identified sectors towadrs achiement of the target;
	◼ Identifying new technologies the bank could expand into
	◼ Engaging with policy-makers, government transport agencies, and other stakeholders 

to understand how the bank can contribute effectively to making transport systems 
more sustainable

	◼ Developing methodologies with peers and experts that will guide the bank, and ensure 
it achieves its target 

Based on the scenarios the bank used, it establishes KPIs to monitor progress against its 
target:

	◼ Reduce exposure to carbon intensive technologies by 60% within X years 
	◼ Increase funding and investment in renewable energy by X% annually 
	◼ Introduction of conditions in loan agreements requiring methods of agriculture that 

result in reduced GHG emissions, by X year. 
	◼ Partnership with government transport agencies to support public transport infrastruc-

ture by X year 

The bank also assesses whether there are potential negative impacts that may arise as a 
result of its targets, and puts measures in place for mitigating them

The bank begins with determining its baseline by assessing the proportion of its commercial lending portfolio 
that is attributed to companies with equal gender representation at the board and senior managerial level. It 
also assesses the proportion of women in board and senior managerial positions within the bank, as well as in 
its primary procurement partners. Once it has established its baseline, the bank sets its target: 

	◼ 50% allocation of corporate lending to companies with an equal gender representation at board level and 
in management functions within X Years 

The bank establishes the measures it will take to meet its target. These include identifying existing clients to 
work with, and developing incentives to encourage existing and prospective clients to work towards gender 
equality. The bank recognizes that it must ensure that it is living up to this standard within its own organization 
in order to ensure that it has the requisite credibility to encourage other companies, therefore the bank will also 
work towards creating gender equality within its organization. It also puts measures in place for mitigating 
negative impacts that could result from the activities associated with the achievement of its target.

The bank establishes KPIs to monitor progress against the target:

Outside the organization
	◼ X% increase in loans provided to companies with an equal gender representation at board level and senior 

management level per year
	◼ Engagement with X% of identified existing corporate clients to encourage them to develop gender equal 

policies within X years
	◼ Provision of X% of loans in the corporate portfolio by X year linked to incentives for corporate clients who 

achieve equal gender representation at board level.

Within the organization 
	◼ X% of all procurement from companies with gender equal representation at board level and senior 

management level by X date
	◼ Policies have been revised to facilitate and ensure gender equality at board level and within the organization 

within X years
	◼ X% increase in the number of training opportunities and bursaries available to women within the bank in X 

years 
	◼ The gender pay gap closed within X years 
	◼ Equal representation of women and men in senior managerial positions, including the board, within the next 

X years.

Examples of target setting

Please note: This is merely an example, and does not prescribe what targets a bank should set 
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P1. P2. P3. P4. P5. P6. 
Building on its analysis 
in year one, and the 
targets it has set, the 
bank revises its overall 
strategy to align with 
society’s goals, ensur-
ing that the bank’s 
business strategy 
doesn’t run counter 
to the achievement of 
society’s goals. 

The bank monitors the progress 
it is making in implementing its 
targets to ensure that it is on the 
right track with respect to its KPIs. 

It assesses whether there are any 
negative impacts created in the 
process of working towards its 
targets, and takes relevant steps 
and actions to mitigate them as 
far as is feasible. 

Recognizing that it should 
have two targets at all times, it 
re-evaluates its significant impacts 
and identifies the next area of 
most significant impact, in order 
to begin the process of working on 
developing the next target. 

The bank continues 
to work closely 
with its clients in 
the achievement of 
its targets. Based 
on the information 
gathered from client 
on boarding process, 
the bank is able to 
better structure its 
existing products 
and manage its risks, 
while assisting its 
clients and customers 
to choose more 
sustainable practices 
and business models. 

The bank develops and implements 
a strategy to work in partnership 
with the identified stakeholders in 
order to benefit from their expertise, 
accelerate its impact.

The bank engages with its poli-
cy-makers and regulators on various 
aspects of the Principles, in order to 
share its perspective and advocate 
for policies that create an enabling 
environment for implementation 
of the Principles, and contributing 
to sustainable development more 
generally. The bank also engages 
with government agencies more 
broadly to establish how it could 
support government policies in the 
areas it has set targets in, as well 
as to determine how government 
priorities could influence the bank’s 
next target, therefore ensuring that it 
is able to contribute significantly to 
society’s needs and goals. 

The bank reviews employee incentive 
structures, and revises them in order 
to ensure they facilitate fair treatment 
of customers and clients. The bank 
also ensures that incentives facilitate 
the effective implementation of the 
Principles, and the bank’s sustainabil-
ity strategy more broadly, by including 
KPIs in employee contracts. 

Now that the bank has adopted a 
human rights screening process and 
the Equator Principles, it starts the 
process of mapping and assessing 
other existing and emerging 
international/regional good practice, 
and establishes which practices it 
intends to start working towards 
integrating into existing practices 
during the following year. The bank 
also integrates sustainability into a 
clearly communicated statement that 
links environmental and social issues 
to its vision and mission. 

The bank ensures that its reporting 
reflects the progress it has made 
over the year. Its report includes 
disclosures of its significant impacts, 
its risks, the targets it has set, the 
KPIs that are used to measure 
progress, the progress made so far, 
and the governance measures in 
place to ensure ongoing success in 
implementation. 

At this point the bank is able to report 
on the good practices it has adopted, 
and how these practices have made 
or are making changes to its business.

The bank is able to fully complete 
the Reporting and Self-Assessment 
Template, indicating that it is in line 
with its commitments under the 
Principles, and provides evidence to 
support this, which is assured by a 
registered assurance provider that the 
bank works with, and includes this in 
its report.

To go further: The bank gets feedback from UNEP FI on measures that it can take for the next year in order to maintain continued  
improvement and provide leadership towards the implementation of the Principles throughout the banking sector.

4th year of implementing the Principles:  
Build on the foundation 
The bank builds on the progress made in the previous years in order to ensure continuous and effective implementation of the Principles .
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From year 5 on:  
Working on implementing the targets 

After the four year mark, a bank’s implementation journey contin-
ues iteratively. The bank should continue to assess its impacts 
and monitor progress on its targets. Over time, targets should be 
adjusted to reflect changing contexts.

The bank should have targets in at least two impacts areas at any 
given time. The bank should continue to engage with regulators, 
customers, clients and other stakeholders, consistently refining 
its approach.



United Nations Environment Programme Finance Initiative 
(UNEP FI) is a partnership between UNEP and the global 
financial sector to mobilise private sector finance for 
sustainable development. UNEP FI works with more than 
450 members—banks, insurers, and investors—and over 100 
supporting institutions—to help create a financial sector that 
serves people and planet while delivering positive impacts. 
We aim to inspire, inform and enable financial institutions to 
improve people’s quality of life without compromising that 
of future generations. By leveraging the UN’s role, UNEP FI 
accelerates sustainable finance. 

unepfi.org
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