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Climate risk manageent
for financial institutions

Key guidance by the regulators

Framework for acceptance of Corporate Governance
Green Deposits, 2023 (RBI) Regulations, 2024 (IRDAI)

To implement robust climate- Provides framework for Fls to To lay the foundation for assisting
related risk management policies accept green deposits and the Indian insurance companies in
and a standardised disclosure utilisation thereof in green lending integrating climate risk into their
framework for Fls to effectively to advance the green finance risk management processes
counter climate-related financial sector in India
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Our approach to managing climate-related risks

Five-step approach

Our comprehensive five-step framework is aligned with requirements of the RBI and leading global practices. This
approach empowers institutions to effectively measure, enhance and transparently report their climate risk posture.

Baselining

Scoping

Identifying which
portfolios, risks and
standards should be
addressed

Status quo
assessment

Knowing where your
existing policies
and procedures are
viz-a-viz current and
evolving external
regulations

Benchmarking and
gap identification

Identifying gaps in
the existing policies
and providing
recommendations for
best practices

Strategy

Climate strategy

Defining your short-,
medium- and
long-term climate
objectives

Net zero baselining
and target setting

Estimating the
financed emissions
of the portfolio and
providing sector-
specific emission
reduction roadmaps

Sustainable finance
framework

Developing
sustainable finance
framework and
identifying financing
opportunities aligned
with your strategy

Governance

Board and senior
management
overview

Constitutes the
governance structure
and committees for
effectively managing
climate risks and
opportunities

Roles and
responsibilities

Defining the terms
of reference of the
committees, teams
and key personnel

Capacity-building

Developing climate
risk management
department within
the Chief Risk Officer
(CRO) function

Risk
identification and
management

Climate risk
sensitivity
assessment

Assessing the
exposure of your
portfolio to physical
and transition risks

Climate risk rating
model

Incorporating
climate risk related
assessment in
evaluating your
prospective clients

Scenario analysis
and stress testing

Helps in quantifying
the impact on the
portfolio across
various climate
pathways

Reporting and
monitoring

KPI development

Identifying the key
metrics and targets
commiserate with
your strategy

Impact assessment
and third-party
review

Estimating the impact
your actions have
had in limiting your
carbon footprint

Dashboarding and
reporting

Interactive and
intuitive reporting
mechanism to
monitor portfolio and
adoption of climate
risk measures




Key offerings in managing climate risk .

{:6} Climate strategy: Formulate the climate-related objectives, including establishing transition plans and assessment
of business model and value chain.

@ Current state assessment: Understand an organisation’s current status in relation to the requirements of local
regulators and global practices to identify areas necessitating action.

A Risk measurement: Identify sectors and geographies exposed to transition and physical risks and carry out
facility-level climate risk assessment to enable credit decisions.

Measure financed emissions: Estimate greenhouse gas (GHG) emissions in the loan and investment portfolios of
the Fl across various sectors in accordance with Global GHG Accounting and Reporting Standard.

Scenario analysis and impact quantification: Select the appropriate climate scenario pathways for assessment,
devise methodology to model risk parameters, and compute stress test impact to assess portfolio and capital losses.

adoption of climate risk initiatives and outline portfolio sensitivities.
Climate risk reporting: Develop a reporting framework for internal and external stakeholders, which is aligned with

il
Jﬂﬂ-ll_:g" Dashboard and monitoring: Define climate-related key risk indicators (KRIs) and develop a dashboard to monitor
L

regulatory and leading global reporting standards to detail the FI’s climate risk profile, strategy and adoption.

Our approach to unlocking your climate-related opportunities

Climate change not only

poses risks but also presents
opportunities in the form of
sustainable finance. It is one of
the key opportunity areas for Fls ‘
towards enhancing their long-term——#=
resilience, meeting regulatory P> ;
Impact asgessment Ca_pa}city— requirements and capturing new //// A\ N
and reporting building market opportunities. = 7 :

Sustainable finance Sustainable finance
framework products
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01 Sustainable finance framework 03 Impact assessment and reporting

Development of the sustainable finance framework to Assessing the impact associated with the funds lent for(fsé7
enable the receipt of green deposits and the deployment of invested in green finance activities/projects and developing
funds towards sustainable lending opportunities an appropriate reporting mechanism for the same

02 Sustainable finance products 04 Capacity-building

Identifying key areas, sectors and geographies for Dissemination of sustainable finance framework to enhance
sustainable finance, setting sector-wide targets and the knowledge, skills and competencies of front office
developing suitable financial products based on industry and control teams to effectively integrate sustainability

best practices like International Capital Market Association considerations into decision-making

(ICMA) and Loan Market Association (LMA).

Commercial Non-banking Asset management Insurance All india financial
banks financial companies companies companies institutions




Advantages of working with PwC

Proven expertise Qualified and experienced team

Experienced team of risk
professionals who are sustainability
and climate risk certified, and have
worked with multiple Fls to develop
climate risk and sustainable finance
practices.

Delivered 10+ projects in the
area across geographies like
India, the UAE, Mauritius etc.
Our clientele includes some of
the largest banks and banking
federations.

. Ready-to-use templates

' Developed readily usable

templates for policies, scorecards,
sensitivity assessment and
scenario analysis for quick
implementation.

About PwC

At PwC, our purpose is to build trust in society and solve important problems. We’re a network of firms in 151 countries
with over 360,000 people who are committed to delivering quality in assurance, advisory and tax services. Find out more
and tell us what matters to you by visiting us at www.pwc.com.

PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity. Please
see www.pwc.com/structure for further details.

© 2024 PwC. All rights reserved.

Contact us
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Partner | Risk Consulting - Financial
Services and Treasury leader
kuntal.sur@pwc.com
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Manager | Risk Consulting -
Financial Services and Treasury
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Director | Risk Consulting -
Financial Services and Treasury
amit.t.singh@pwc.com
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Sr. Associate | Risk Consulting -
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Mahasweta Mitra

Sr. Manager | Risk Consulting -
Financial Services and Treasury
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In this document, PwC refers to PricewaterhouseCoopers Private Limited (a limited liability company in India having Corporate Identity Number or
CIN : U74140WB1983PTC036093), which is a member firm of PricewaterhouseCoopers International Limited (PwCIL), each member firm of which
is a separate legal entity.

This document does not constitute professional advice. The information in this document has been obtained or derived from sources believed by
PricewaterhouseCoopers Private Limited (PwCPL) to be reliable but PwCPL does not represent that this information is

accurate or complete. Any opinions or estimates contained in this document represent the judgment of PwCPL at this time and

are subject to change without notice. Readers of this publication are advised to seek their own professional advice before taking

any course of action or decision, for which they are entirely responsible, based on the contents of this publication. PwCPL neither

accepts or assumes any responsibility or liability to any reader of this publication in respect of the information contained within it or

for any decisions readers may take or decide not to or fail to take.
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