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Climate change has been identified as a key risk driver in the Single Supervisory Mechanism (SSM) Risk Map for the euro area banking 
system. According to a targeted survey and an assessment performed by the European Central Bank (ECB), most European banks have yet to 
evolve from a corporate & social responsibility (“CSR”) perspective.  They should progressively develop a comprehensive risk management 
approach for climate and Environmental risks, Social and Governance (ESG) considerations. 
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ECB’s Assessment of Climate Risk Management Practices
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Following this assessment, in 2020, the ECB published its “Guide on Climate-Related and Environmental Risks” (“ECB’s Climate Guide”, 
or the “Guide”) to set expectations for the governance, risk management and disclosure of environmental risks of significant European 
institutions.  The Guide will be the basis of bilateral  dialogue starting early 2021. In addition, late October 2020, the EBA issued a 
consultation on the “Management and Supervision of ESG Risks” with recommendations to integrate ESG risks into the governance, risk 
management and supervision of credit institutions and investment firms.  
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The French Prudential and Resolution Authority (ACPR) has been actively involved in assessing climate risks and related practices for French 
banks since 2016. In May 2020 based on surveys and dialogue with nine participating banks, ACPR published an overview of “Governance 
and Management of Climate-related Risks by French Banking Institutions: Some Good Practices”.
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Strategy

The strategy of institutions as well 
as the “tools” (i.e., KPIs, policies, 
communication plans) deployed to 
ensure its monitoring, should fully 
integrate the climate change risks.  

Internal Organisation

Climate risks should be fully 
reflected in the roles & 
responsibilities of Risk and 
Compliance functions, and in the 
incentives, training and work 
plans of the three lines of defense.  

Risk Management

Material climate-related risks 
should be fully integrated into the 
financial Risk Appetite and the risk 
management framework, using 
qualitative & quantitative tools. 

Disclosures

Banks should disclose their 
strategy, organisation and risk 
management mechanisms related 
to climate change.  Material 
climate risk should be reflected in 
Pillar III disclosures once a year.  

Overview of ACPR Recommendations 

The objective of ACPR’s “Good Practices” is to encourage 
gradual integration of climate, and then progressively all ESG 
risks, in all banking institutions authorised to operate in 
France, including “less significant” institutions. Banks are 
invited to consider these practices in the broader context of 
the European regulations, in a proportionate manner, based 
on the materiality of their exposures to climate-related 
financial risks, and the specificities of their business models 
and internal governance.  
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ACPR – ECB Similarities and Differences

• While ECB’s Climate Risk Guide reflects supervisory expectations, ACPR’s Good Practices reflects 
French banks’ views as well as ACPR’s. 

• Both publications reflect the principles of materiality and proportionality and are non-binding. 

• Both require assessing the materiality of climate and other ESG risks “which are presumed 
material unless otherwise demonstrated by the bank”. 

• Both support the quantification of climate risks using forward looking methods, despite known data 
and methodological challenges.  

• Both publications clarify the roles & responsibilities of the Risk function , Compliance function, 
Corporate and Social Responsibility (CSR). 

• ECB’s Climate Risk Guide provides a list of required disclosures, including metrics and indicators.  
While the ACPR’s Good Practices is less prescriptive, it does require Pillar III disclosure for material 
climate risks.   
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To address EBA’s draft recommendations, ECB’s and ACPR’s expectations, we 
recommend comparing your current practices to supervisory guidance 
(“maturity assessment” and establish a roadmap for gradual alignment for 
each of the areas and topics below.  

▪ Risk assessment, materiality and prioritisation of “high risks”.

▪ Models, Scenario Analysis and Stress Tests for the quantification of 
material climate risks.

▪ Impact on Business Strategy, Capital (ICAAP) and Risk Appetite (RAF). 

▪ Data and reporting requirements for climate scenario analysis, EU’s NFRD 
Climate Supplement (or TCFD) and upcoming Pilar 3 ESG disclosures.  

▪ Revisions to front-to-end processes (e.g. credit underwriting, investment 
screening and investment allocation, reporting and controls). 

Our recommendations
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In addition to the ECB guidance and ACPR’s Good Practices, the recently issued EBA’s consultation on the “Management and Supervision of ESG 
Risks” reinforces the basis for these expectations through its drafts recommendations to gradually integrate ESG risks into the governance, risk 
management and supervision of credit institutions. Our recommendations are as follows. 
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How we can support your teams

We can support or assist your teams with the following: 

• A gradual approach and methodology for risk identification and 
evaluation of climate, other ESG in your portfolios (“heat mapping”). 

• A six-module climate/ESG training program. 

• Operational implementation (e.g., work plan) to address data and 
disclosures considerations. 

• Design and execution of maturity assessment  procedures, roadmaps 
for gradual alignment, and documentation to support supervisory dialogue.  

• Evaluation of impact on Internal Capital Adequacy Assessment (ICAAP) 
and Risk Appetite (RAF). 

• Support the design and documentation of Climate Scenario Analysis and
Stress Testing processes.  

Contact us for more information:

monica.rebreanu@impact-plus.eu

Contributor:  Keilyn Ramos, ESG Analyst @IMPACTplus  

For both significant and less significant institutions, alignment to supervisory expectations or good practices will require time and effort, ranging 
from (1) acculturation to climate risks and ESG definitions, data, methodologies and current disclosure practices,  (2) set up of an adequate 
project structure (3) evaluation of ESG risks and their materiality, (4) their incorporation in governance, ICAAP and RAF, (5) new data and 
reporting requirements and infrastructure. 
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